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Sustainable Investment Funds 
Now more than ever – or is it too late already? 

“Not sustainable but rather insolent“ is the title of an article published by 

Süddeutsche in its September 30th 2015 edition. The reason: VW’s emission 

scandal. VW was considered the “world’s most sustainable car manufacturer” 

and in this position favoured by investors who place importance on sustaina-

ble investments. The consequence: VW shares were part of many funds 

which are considered sustainable. However, investments that once were re-

garded as “sustainable”, can be perceived as a disappointment today. 

 
A market overview for sustainable 

investment funds, their product 

approaches, target groups and 

essential market players is given by 

this TME Associates whitepaper. 

The focus is on the institutional fund 

business. 

Furthermore selected theses of TME 

Associates regarding the importance 

and the development of sustainable 

investment funds will be presented. 

Market 

Worldwide there are numerous funds 

which consider ecological, ethical, 

social and other sustainable 

orientated criteria in their investment 

stategy. More than 1,300 investors 

(with more than EUR 59 Trill. assets) 

already pledge to implement the 

United Nations-supported Principles 

for Responsible Investment (UN 

PRI). This equals approximately 15% 

of invested capital worldwide. 

It should be noted that currently a 

universal definition of sustainable 

investments is non-existent. 

Essentially sustainable investments 

combine classical investment criteria 

such as profitability, liquidity and risk 

with ecological, ethical and social 

aspects. Basically sustainable 

investments imply that capital is 

invested in a way so that present 

demands are met without 

endangering the resources of future 

generations (based on the 

Brundtland report from 1987). 

Current challenges | mega trends, 

affecting the topic: 

- Climate change | pollution 

- Shortage of resources 

- Demographic change 

- Corruption 

- Digital networking 

Worldwide more than USD 21.34 

Trill. (≙ EUR 18.9 Trill.) are invested 

in sustainable investments. In 

Europe EUR 9.9 Trill. are invested 

this way and 96.6% of „green 

investors“ are institutionals.  

 

 

Product approaches 

Measured by invested capital 

institutional investors are the driving 

force of sustainable investment 

funds. Currently the following invest-

ment opportunites for institutionals 

exist: 

1. Retail products 

Basically instutional investors can 

use financial assets which are 

originally designed for retail 

investors e.g. public funds, 

certificates or ETFS. Hereby 

institutionals can benefit from 

larger share classes which can 

lead to lower management fees. 

2. Investment opportunities specifi-

cally for institutionals 

Wholesale investors start to 

implement ESG-aspects1) in their 

investment analysis and selection 

as well as in portfolio 

management (ESG mainstrea-

ming). Investment opportunities 

are especially:  

- Special funds 

- Administration mandates 

Advantages for institutional in-

vestors:  

- Customized fund structures 

and / or asset management 

- Launched exclusively for one 

institutional or a selected group 

of investors 
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- Investment strategy following 

own ideas regarding economic, 

ecological and social criteria 

Institutionals who plan to manage 

their conventional portfolio successi-

vely in a sustainable manner, 

increasingly make use of their right 

to vote at the shareholders' meeting 

or have their portfolio examined 

regarding the ESG criteria by 

externals (rating and research 

agencys, e.g. imug or oekom 

research). 

Target groups 

Retail investors prefer ecological 

investment products. For privates, 

economic key figures play a minor 

part because the transparency 

regarding the coherence of 

sustainability and performance is 

perceived to be low. In the future 

privates will increasingly invest 

sustainably due to philantrophic 

reasons (increasing number of 

social-ethical retail products to be 

expected).  

For professional (institutional) inves-

tors the tranparency of economic key 

figures is higher (high information 

level). At the same time institutionals 

have heterogeneous investment 

strategies regarding time horizon, 

pressure of stakeholders, legal 

conditions, preferred fund structures 

and their attitude towards the topic 

sustainability in general.  

„Green institutional investors“ can be 

differenciated as follows: 

- Foundations as well as investors 

from the NGO sector mainly 

demand social themed investments 

- Ecological orientated products are 

interesting for institutionals with a 

strong sustainable image and / or 

performance pressure 

- Other institutional investors which 

have a highly diversified portfolio, 

e.g. family offices, demand both, 

social and ecological orientated 

products 

Market player Europe 

Leading players in the market of 

sustainable investment funds in 

Europe are mainly prestigious 

international fund providers (e.g. 

DWS, Pictet, Vontobel, BlackRock, 

Union) 

Reasons: 

- Usage of existing structures, 

especially marketing channels 

- Existing customer and partner 

networks 

Some market players have a long-

standing expertise regarding the 

sustainable investment market (e.g. 

Bank Sarasin, Union). Others how-

ever focus their business model 

exclusively on sustainability (e.g. 

ÖKOWORLD).  

TME Associates theses 

- In 3-5 years sustainable invest-

ment funds will be established at 

the institutional investment market 

- High heterogeneity in attitudes, 

motives and practices of institu-

tional investors still remain 

obstacles to the expansion of 

sustainable investment funds, 

nevertheless sustainable invest-

ments will achieve higher returns 

than conventional investments 

(also) in the future 

- The supplier market is currently 

highly fragmented. The Top 10 

suppliers in Europe hold approx. 

25% market share (public funds). 

This still provides opportunities to 

establish oneself in this market 

segment for others 

- The market for sustainable invest-

ment funds itself evolves with a 

relatively strong dynamic. In a 

short- to midterm perspective many 

new investment products and 

market players will enter the 

market 

- In a long-term perspective the 

market will consolidate and estab-

lished market players will evolve. 

Basically there are two clusters of 

market players to be expected: 

1. Established international fund 

providers (e.g. DWS, Union) 

which supply sustainable invest-

ment funds with high volumes 

2. Suppliers of themed-funds (such 

as ÖKOWORLD) issuing 

sustainable investments funds  

< EUR 50 Mio. 

 

Conclusion 

The pressure from the market itself, 

customers, politics and society will 

increase. This will lead to a steady 

growth of investment volume 

regarding sustainable funds despite 

global difficulties in the economic 

environment. Sustainable investment 

funds will become “mainstream 

products” in the midterm. 

The key aspects that can be derived 

from the VW emission scandal are to 

focus on a strict observance of the 

criteria for sustainable investments in 

the future and to adapt appropriate 

selection methods in the investment 

process. The objective should 

always be to invest in “real green 

assets”, only thus customer loyalty 

and an adequate performance can 

be generated.  

The sustainable investment market 

is on its way to a mature stage, 

which for sustainable investment 

funds implies: Now more than ever – 

before it is too late. 
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