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What Exactly Is 
Sustainable Investing?
Sustainable investing goes by many names, and you may have run into many of them depending on which 
stakeholder, client type, or investment strategy is being discussed, but fundamentally all of these names 
describe the same thing: Sustainable investing encompasses a range of approaches that recognize the 
interconnectedness betweeen environmental health, social equity, and long-term economic performance. 
These investments are made with the intention to protect and enhance long-term value by addressing 
environmental, social, and/or governance (ESG) risks or solving environmental and social challenges. These 
strategies generally pursue two goals:

1. Protecting and enhancing long term value by addressing environmental or social risks – or by 
investing in solutions to environmental or social challenges.

2. Protecting, enhancing, or otherwise positively impacting the long-term health of the 
environment or society through expressing environmental or social values.

Clients’ motivations for investing for impact
Investors incorporate environmental and social considerations into their decisions because they seek 
opportunities to manage risks, recognize the potential for outperformance of companies that effectively 
address environmental and social issues, and/or want to align their portfolio strategies with their own values.

3 primary sustainable investing approaches
Investors typically adopt one or more of three core approaches to sustainable investing:

Aligning a client’s investments with their values by minimizing exposure 
to companies or industries whose business practices conflict with those 
personal convictions.

Integrating ESG factors into investment decisions to identify and 
emphasize investments in companies or industries with positive ESG 
practices or that solve specific ESG challenges and to limit exposure to 
those with poor ESG performance. 

Allocating investments within portfolios to target specific environmental 
and/or social objectives, as a complement or alternative to philanthropy.
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Disclosure:

The information, analysis, and opinions expressed herein are for general and educational purposes only. Nothing contained 
in this brochure is intended to constitute legal, tax, accounting, securities, or investment advice, nor an opinion regarding the 
appropriateness of any investment, nor a solicitation of any type. All investments carry a certain risk, and there is no assurance that 
an investment will provide positive performance over any period of time. An investor may experience loss of principal. The asset 
classes and/or investment strategies described may not be suitable for all investors and investors should consult with an investment 
advisor to determine the appropriate investment vehicle. Investment decisions should always be made based on the investor’s 
specific financial needs and objectives, goals, time horizon, and risk tolerance. Past performance is not indicative of future results. 
Investments in smaller companies carry greater risk than is customarily associated with larger companies for various reasons such as 
volatility of earnings and prospects, higher failure rates, and limited markets, product lines or financial resources. Investing overseas 
involves special risks, including the volatility of currency exchange rates and, in some cases, limited geographic focus, political and 
economic instability, and relatively illiquid markets. Income (bond) funds are subject to interest rate risk which is the risk that debt 
securities in a fund’s portfolio will decline in value because of increases in market interest rates. Neither Envestnet, Envestnet | 
PMC™ nor its representatives render tax, accounting or legal advice. Any tax statements contained herein are not intended or written 
to be used, and cannot be used, for the purpose of avoiding U.S. federal, state, or local tax penalties. Taxpayers should always seek 
advice based on their own particular circumstances from an independent tax advisor. 

An investment’s environmental, social and governance (“ESG”) strategy limits the types and number of investment opportunities 
available and, as a result, may underperform other investments that do not have an ESG focus. An investment’s ESG strategy may 
result in investing in securities or industry sectors that underperform the market as a whole or underperform other investments 
screened for ESG standards.
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Don’t miss the latest insights from the Envestnet team. Visit our blog for our perspective on the financial 
services industry and information about our platform and solutions. Visit Envestnet Institute to access 
on-demand resources from a variety of asset managers in one consolidated location, including webinars, 
articles, podcasts, and more. Follow us on social media for news and other updates.
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