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Performance and risk of green funds 
Abstract 

The ecological finance development led to the spread of some specific categories of ethical funds based on an 
environmental and ecological inclination. Green funds are mutual funds or other investment vehicles that invest in 
firms with a social consciousness or an environmental responsibility. The aim is to offer an overview of the green funds 
market through a comparison of their performance and risk. The research is developed through the collecting and re-
elaborating of a data set of 257 green funds all over the world published on www.morningstar.com. The study, 
recorded by the sample of green funds, uses a multi-disciplinary approach and it was run on April 24, 2013, first, by 
calculation and comparison of performances and volatility measurements, then, by a cohort analysis to put in evidence 
the value of some parameters (annual return, risk, modern portfolio theory and portfolio geographical distribution) of 
the cohort of funds in the period of 1985-2012.  
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Introduction© 

The investors’ attention to an ethical finance has led 
to the development of instruments with a social, 
cultural and environmental inclination. Globally, not 
only the need to consider the ethics at the base of 
the economic and financial behaviors has increased, 
but also the need to combine the logic of profit with 
solidarity and social purposes (Adamo, 2009; Battini, 
2000; Capriglione, 2004; Perna, 1998; Rothschild, 
1993; Sen, 1986; Signori et al., 2005; Yunus, 2003).  

Particularly, the interest in the spread of an ethical 
finance, that considers the economic development 
together with the social responsibility and, above 
all, the environmental respect, has led to the creation 
of a “dedicated” financial segment, or to the 
ecological finance.  

Although in the past ethics and ecology were two 
separate concepts and man had to struggle, 
constantly, against nature and its elements, over the 
years, man has felt a strong responsibility for the 
environment because an imprudent use of available 
resources would endanger human needs and 
interests. It is true that “all things of the nature” 
have, from a moral point of view, as much value as 
a human being. 

There isn’t a definition of ecological finance, but, 
analyzing separately the two terms, we can deduce 
the meaning. While the finance refers to the 
financial resources transferred in the world, the 
ecology is interested in problems related to the 
environment and to factors that regulate the 
presence and distribution of “natural capital” in 
various territories. 

The ecological finance can mean the “section” of 
finance that studies, on one hand, the guidelines and 
the financial strategies adopted to solve problems 
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regarding the environment (such as air, water or solid 
waste, etc.), on the other hand, the financial measures 
that encourage investments for environmental 
protection (such as the health preservation through the 
use of clean and beneficial technologies, etc.).  

The aim of the study is to offer an overview of the 
green funds market through a comparison of their 
performance and risk.  

The research is developed through the collecting and 
re-elaborating of a data set of 257 green funds all over 
the world published on www.morningstar.com. The 
study, recorded by the sample of green funds, uses a 
multi-disciplinary approach and it was run on April 24, 
2013, first, by calculation and comparison of 
performances and volatility measurements, then, by 
a cohort analysis to put in evidence the value of some 
parameters (annual return, risk, modern portfolio 
theory and portfolio geographical distribution) of the 
cohort of funds in the period of 1985-2012. 

The results of the study show that the investors’ 
attention to ecological finance has spread, especially 
in recent years, offering some reflections for the 
future development of the phenomenon. 

1. Literature review 

The ecological finance intends to create new 
mechanisms and tools to integrate into the traditional 
ones that are − in some cases − inadequate to satisfy 
the environmental protection. The availability of 
appropriate financial tools may become a key aspect of 
this new vision. There is the need to develop 
alternative financial reports, more responsible for 
the economy and society, better suited to the 
specific needs, and more flexible and adaptable to 
the actual context (Adamo et al., 2011). 

The interest on sustainable development began in 
1992 when, in Rio de Janeiro, there was the United 
Nations Conference on Environment and Develop-
ment. Governments recognized the need to organize 
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international and national plans and policies again. All 
this is necessary to guarantee that the economic 
decisions have to take into account any 
environmental impact. Governments have to think 
over economic development and find ways to stop 
the destruction of irreplaceable natural resources 
and pollution of the planet (Brundtland, 1988). 

Unfortunately, the results of the Conference were 
limited, because of lack of interest among the 
countries. Environmental and social problems may 
decrease both with the improvement of an 
environmental and civic education and with the 
consciousness that the solutions must be global not 
sectorial, and they regard the whole Earth and not 
simply a part of it. As a result, ecological sustainability 
is possible in a context of social development and 
economic growth and, therefore, the elimination of 
poverty becomes a key requirement for sustainable 
development (Borghesi and Vercelli, 2005; Bromley 
and Paavola, 2002). If today the most important 
environmental problems are global problems, there 
is no doubt, however, that poor people are more 
damaged than rich populations (Ronchi, 2000). 

Therefore, at the World Summit for Social 
Development, held on March 1995 in Copenhagen, 
Governments came to a new arrangement on the need 
to put people at the center of the development. The 
Social Summit was the biggest meeting ever held by 
world leaders at that time. It guaranteed to face the 
problem of poverty, the aim of full employment and 
the encouragement of social integration. 

Today, Governments promote, develop and improve 
the economic and social development, without any 
territorial, ethnic and religious difference, 
supporting the principles of economic efficiency, 
sustainable social development, corporate social 
responsibility and social entrepreneurship (Aslaksen 
and Synnestvedt, 2003; Hart, 1997; Perez, 2004). 

The increased interest in ecological finance has led 
to creation of some distinct categories of ethical 
funds, with ecologist and environmental inclination. 
Particularly, green funds are mutual funds or other 
investment vehicles that invest in firms with social 
consciousness or environmental responsibility 
(natural resources and healthcare). An example is 
represented by investment projects in the alternative 
energy sector which generate not only a dividend for 
the improvement of environmental standards, but 
they record a real advantage for their populations, 
even in the form of transfer of technological 
knowledge (Vigeo, 2009). 

Green investments have received limited attention in 
the finance literature, except as part of the more 
general literature on SRI (Galema et al., 2008; 
Hamilton et al., 1993). Particularly, Statman (2000) 

supports the importance of the green investment as 
ethical investors trying to match their principles 
with their investment. Probably, they will invest 
most in environmental funds, regardless of the 
returns. In fact, “socially responsible investors want 
to do well, not merely do good” (Statman, 2000). 

Most of the existing studies focus on analyzing 
environmental investment from a corporate finance 
perspective. For example, White (1995) compares 
environmental funds with both SRI investment and 
conventional investment in the United States and 
Germany. He finds out that US investors in 
environmental mutual funds earned inferior risk-
adjusted returns vis-a-vis both the overall US 
market (proxied through the S&P500) and a 
counterpart index of US socially responsible firms 
(proxied through the Domini index). However, 
German green funds fared better, achieving risk-
adjusted returns not significantly different from the 
overall German stock market. At the beginning of 
the century, Heinkel et al. (2001) maintains that 
more than 20% green investors are required to 
induce any polluting firms to reform, while Derwall 
et al. (2005) construct and evaluate two US equity 
portfolios that differed in eco-efficiency. Climent 
and Soriano (2011) examine the performance and 
risk sensitivities of the US green mutual funds vis-
a-vis their conventional peers. They also analyze 
and compare this performance relative to other SRI 
mutual funds. In order to develop this analysis, 
they apply a CAPM-based methodology and find 
out that, in the period from 1987 to 2009, 
environmental funds had lower performance than 
conventional funds with similar characteristics. 
However, these results change if we focus only on 
a more recent sample period (2001-2009). In this 
case, green funds achieved adjusted returns not 
significantly different from the rest of SRI or 
conventional mutual funds.  

Other studies focus on green stakeholders. There are 
four wide interest-sets that can influence an industry 
response towards environmental protection (Fineman 
and Clarke, 1996; Gladwin, 1993; McCloskey, 1990; 
Starik, 1995).  

The first, is represented by bodies whose manifest 
mission is to care for the planet (e.g. Friends of the 
Earth, Greenpeace, Earth First).  

The second area is regulatory. A regulator’s interest 
is to apply environmental law to protect society 
from the environmental harm that can accrue from 
an unfettered industrial system. The third area 
comprises those who have an indirect interest in the 
industry environmental performance.  

In the last one, we have internal stakeholders. These 
are corporate officers in industry whose role includes 



Investment Ma

136 

environment
environment
well as prod

The green 
especially i
financial cr
should not 
mentalists, b
by multina
government
private bank
field of ecol

The World
learning and
Internationa
Developmen
experience 

Adaptation Fund
Amazon Fund  
Clean Technolog
Congo Basin Fo
Forest Carbon P
Forest Investme
GEF Trust Fund
Global Climate C
Indonesia Clima
Least Developed
Pilot Program fo
Prototype Carbo
Scaling-Up Rene
Strategic Climate
UK’s Internation

                   
1 These compan

1

2

3

4

5

6

anagement and 

tal work, suc
tal managers

duction, mark

funds hav
in recent y
risis that ha

be only t
but it should b
ational firms
ts. The World
ks have supp
ogy and envi

d Bank is a
d innovation

al Bank 
nt (IBRD), 
in financing

d 

gy Fund (CTF) 
orest Fund 
Partnership Facility 
ent Program (FIP) 

 − Climate Change
Change Alliance 
ate Change Trust Fu
d Countries Fund 

or Climate Resilienc
on Fund (PCF) 
ewable Energy Pro
e Fund (SCF) 
al Climate Fund 

                   
nies use clean ener

0

10

20

30

40

50

60

< 1990 1

Financial Innova

ch as chief e
, public relati

keting and leg

ve become 
years, and p
as emphasize
the prerogat
be at the cent
s, financial 
d Bank and s
orted several
ironment. 

a global link
n for poverty

for Reco
with more 

g has devel

Ca

 (FCPF) 

e Focal Area 

und 

ce (PPCR) 

ogram for Low Inco

Fig. 1

                
rgy and offer pro

1991-
1995

1996-
2000

ations, Volume 

executive offi
ions manager

gal personnel.

more impo
particularly 
ed how eco
tive of env
ter of the atten

institutions 
ome internati
l initiatives in

k of knowle
y reduction.

onstruction 
than 60 y

loped substa

Table 1.
ategory 

me Countries (SRE

1. Breakdown 

oducts which don

2001-
2005

200

 11, Issue 1, 2014

icers, 
rs, as 
 

ortant 
with 

ology 
viron-
ntion 

and 
ional 
n the 

edge, 
The 
and 

years 
antial 

abilit
Wor
Toge
priva
finan
to i
envir
Tabl
Fund
In Eu
and 
study
Parti
with
man
the s
crisi

 Some clima

EP) 

of green funds

’t damage the env

06 2007 20

4 

ties in asse
rld Bank crea
ether with th
ate banks pa
nce. Indeed, 
invest in c
ronmental pr
le 1 shows 
ds Update (w
urope, the gr
more matur
y, the marke
icularly, the

h an explicit 
aged in 18 
sample funds
s gave a seve

ate funds 

s by inception 

vironment. 

008 2009

et and liabi
ates a lot of f
he World Ba
aid a great 
numerous gr

companies t
roblems1.  

some fund
www.climate
reen funds m
re. According
t is still buoy
 study iden
focus on th
European co

s were set up
ere blow to g

date1 

2010 2011

lity manage
funds.  
ank, some in
attention to 
reen funds w
that are in

ds tracked b
fundsupdate

market is beco
g to a Nove
yant.  

ntified 194 g
he environme
ountries. Ne
p in 2007. Th
green funds (

Date operationa
2009 
2009 
2008 
2008 
2007 
2008 
2010 
2008 
2010 
2002 
2008 
1999 
2009 
2008 
2011 

ement. The 

nternational 
sustainable 

were created 
nterested in 

by Climate 
.org). 
oming more 
ethic (2012) 

green funds 
ent strategy 
early 1/3 of 
he financial 
(Figure 1). 

al 

 



1/3 of the 19
Switzerland
different tr
fallen consi
2008), whil
Figure 2 s
funds are 
 

 

2. Data an

The study 
carried out
data set o
ningstar.co

Particularly
in differen
natural res
or the fun
securities i
considered 
in the sele
governmen
criteria def
generic (su
and the prot
in portfolio
and, therefo
of projects 
from the pla

The select
natural reso
sector follo
with 64 fun
30 funds (T

Ecology 
Alternative ene
Natural resourc
Healthcare  
Total 

94 funds are m
d, the United 
rends. Germa
iderably (23 f
e Swiss prod
shows that 
directed to

F

nd methodo

of the gre
t by the colle
f green fun

om. 

y, the sample
nt sectors (
ources and h
d with a po
issued by g
because the

ection of sec
nts is particu
fined by the c
uch as the ab
tection of hum

o composition
ore, it isn’t al
will be fund

acing of the S

ted sample 
ources secto
ows with 68
nds and the a
Table 2). 

Table 2. Gre
Category 

ergy 
ces 

Alternative E

Environmenta

managed in 4
Kingdom an

an environm
funds in 2011

ducts have dev
the majorit

o environme

Fig. 2. Green fu

ology 

een funds m
ecting and re
nds publishe

e consists of 
ecology, alt
healthcare). 
ortfolio cons
overnment a
 application 
curities whic
ularly uncer
countries are
bsence of op
man rights) a
n may lead to
lways easy to
ded with the 
State debt. 

is made up
r with 95 fu

8 funds, the 
alternative en

een funds by 

5,67

8,25

19,59

Energy

al performance

4 countries (Fr
nd Germany)

mental funds 
1, down 34% 
veloped (up 2
ty of 194 g
ent (31.96%

unds by actual

market has 
e-elaborating
ed on www.

f 257 equity f
ternative en
The bond fu

sisting large
agencies, are
of ethical cr
ch are issue
rtain. In fact
e considered 
ppressive reg
and the differ
o marginal re

o expect what
proceeds de

p mainly by
unds. The eco

healthcare s
nergy sector

sector 
Number 

68 
30 
95 
64 
257 

7

7,42

Cleantech

No theme

Investment Ma

rance, 
, with 
have 
since 

29%).  
green 

%), to 

sust
(12.
perf
busi
envi
(bus
was

l investments in

been 
g of a 
.mor-

funds 
nergy, 
funds, 
ly of 
e not 
riteria 
ed by 
t, the 
to be 

gimes 
rences 
esults 
t kind 
erived 

y the 
ology 
sector 
r with 

Gre
the 
abou

Agri
Biot
Com
Con
Ene
Fina
Indu
Infra
Othe
Prec
Priv
Tecn
Utilit
Wat
Tota
Tota
Tota

The
ince
form
hold
fund
198
In th

Bes
gree
fact
envi

Clim

Sust

anagement and 

tainable dev
.89%). Othe
formance (fu
inesses bu
ironmental 
sinesses rela
ste managem

n Europe (valu

en funds sho
total of eq

ut the 28.59%

Table
Categ

culture 
echnology  

munications  
nsumer good and se
rgy  

ancial services 
ustrial materials 
astructure   
er 
cious metals 
ate equity 
nology 
ties 
ter  
al no-green funds 
al green funds 
al 

e first chara
eption date (
med and has
ders). Particu
ds in the las
0s to 217 in
he period of 

ides, in the 
en funds iss
t, this period 
ironment an

7,22

mate

tainable developmen

Financial Innova

velopment (1
er funds in
unds that do 

ut select 
criteria) (5

ated to wate
ment) (6.70%)

ue in percentag

ow a good pe
quity funds 
% of the tota

e 3. Equity fu
ory 

ervices 

cteristic of 
(i.e. the date
s become av
ularly, it sho
st years; the

n the period 
2011-2012 g

period of 20
ued was ver
corresponds

nd, particular

6,7

31,96

Environm

nt Water

ations, Volume 

19.59%) and
nvest in en

not emphas
companies 
5.67%) and
er, renewabl
). 

ge) 

ercentage com
(71.42%), 

al universe (T

unds by secto
Number 

28 
27 
23 
85 
75 
49 
25 
59 
130 
30 
4 

84 
10 
13 
642 
257 
749 

the sample 
e on when th
vailable for 
ows an incre
ey passed fro
of 2000-201
green funds w

007-2008 the
ry high (11

s to a period 
rly, the glob

12,89

ment

11, Issue 1, 2014

137

d to climate
nvironmental
ize on green

based on
d cleantech
e energy or

 

mpared with
representing

Table 3).  

or 
Percentage 

3.11 
3.00 
2.56 
9.45 
8.34 
5.45 
2.78 
6.56 
14.46 
3.34 
0.44 
9.34 
1.11 
1.45 
71.42 
28.59 
100.00 

regards the
he fund was
sale to unit
ase of green
om 3 in the
0 (Table 4).

were 26. 

e number of
1 funds). In
in which the

bal warming

4 

7 

e 
l 
n 
n 
h 
r 

h 
g 

e 
s 
t 
n 
e 
. 

f 
n 
e 
g 



Investment Management and Financial Innovations, Volume 11, Issue 1, 2014 

138 

have begun to influence economic policy, and 
therefore the investors. The environmental techno-
logies begin to achieve economic results. 
The second characteristic of the sample concerns the 
country of its domicile. Figure 3 shows a prevalence on 
the total of funds domiciled in Luxembourg (82.88%), 
France (6.23%), Ireland (4.27%) and the United 
Kingdom (3.50%). In contrast, Austria, Belgium, Italy, 
Sweden and Switzerland are less represented. 

Table 4. Green funds by inception date 
Period Number 
2012 4 
2011 22 

(2010-2000) 217 
2010 23 
2009 23 
2008 53 
2007 58 
2006 16 
2005 7 
2004 8 
2003 4 
2002 6 
2001 10 
2000 9 
1990s 11 

1980s (from 1985) 3 

 
Fig. 3. Green funds by country of domicile (value in percentage) 

Finally, a further characteristic is the Total 
Expenses Ratio (TER) which is the annual fee that 
all funds or ETFs charge their shareholders. It 
expresses the percentage of assets deducted each 
fiscal year for fund expenses, including distribution 
fees, management fees, administrative fees, 
operating costs, and all other asset-based costs 
incurred by the fund.  
Table 5 shows some descriptive statistics referring to 
the TER. Particularly, all the funds sectors have an 
 

average value of TER similar and equal to 1.9%. 
However, the skew value is significant; it identifies a 
distribution that cannot be separated with a vertical 
axis into two equal mirror images. A positive indicator 
value, as in the case of the ecology funds sector, 
indicates a skewness distribution extending towards 
more positive values, while a negative indicator value, 
as in the case of the other funds sectors, shows a 
distribution with a skewness extending toward more 
negative values. 

Table 5. Descriptive statistics on TER of green funds 
 Ecology Alternative energy Natural resources Healthcare 
Average 1.89 1.94 1.90 1.88 
Min  0.40 0.07 0.06 0.06 
Max 4.61 3.33 3.62 3.06 
Mode 2.36 1.88 1.94 1.92 
1th quartile 1.40 1.30 1.19 1.21 
2nd quartile 1.91 1.98 1.94 1.94 
3nd quartile 2.36 2.55 2.52 2.32 
Skew 0.92 -0.32 -0.05 -0.43 

 

From the methodological point of view, the study is 
conducted by calculation and comparison of perfor-
mance and risk recorded by the sample of green funds.  

First, the study offers a panorama of the performance 
and the determination of volatility measurements 
(Standard Deviation and Sharpe Ratio) of the sample. 

The performance shows how an investment has 
grown or fallen over a set period of time. Investors 
may compare the performance of funds with similar 
investment strategies. The Standard Deviation of 
fund returns measures how much fund total returns 
have fluctuated in the past. The Standard Deviation 
is expressed in percentage terms, just like the 
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returns. The Sharpe Ratio is calculated by using 
Standard Deviation and excess return to determine 
reward for unit of risk. 

Secondarily, the study is developed through a cohort 
analysis to put in evidence the value of some 
parameters of the cohort of funds in the period 1985-
2012. These parameters are the annual return (the 
performance of the fund over calendar year periods), 
the volatility measurements (Standard Deviation and 
Sharpe Ratio), the portfolio geographical distribution 
(the practice of diversifying an investment portfolio 
across different geographic regions so as to reduce 
the overall risk and improve returns on the portfolio) 
and the modern portfolio theory. 

With regard to these last parameters, they consist of 
three indicators. The R-squared is a percentage 
measure of fund movements that can be accounted 
for by changes in its benchmark index. The R-
squared of 100 indicates that all movements of the 
fund are perfectly correlated with its benchmark. On 
the contrary, a low R-squared indicates that small 
movements of the fund can be explained by 
movements in its benchmark index. Beta is a 
measure of the volatility, or systematic risk, of a 
fund or a portfolio in comparison with the market as 
a whole. The R-squared can be used to ascertain the 
significance of a particular Beta. Generally, a higher 
R-squared will indicate a more reliable Beta. If the 
R-squared is lower, then, Beta is less relevant than 
the performance of the funds. Alpha takes the 
volatility (price risk) of a fund and compares its 
risk-adjusted performance with a benchmark index. 
Alpha is also known as the residual return. 

3. Descriptive analysis 

Total returns on April 24, 2013, which are recorded 
by the various categories of equity green funds, are 
described in Table 6. They are almost all positive 
except for the natural resources sector (-7.83%). The 
healthcare sector is the only one with the highest 
performance, equal to 17.76%. 

Table 6. Trailing returns of green funds 

Category 
Performance, % 

YTD  1Yr 3Yr 5Yr 
Ecology 8.33 14.27 1.75 -2.16 
Alternative energy 7.42 5.56 -5.41 -9.03 
Natural resources -7.83 -10.11 -4.73 -5.82 
Healthcare  17.76 27.81 13.93 12.04 

Besides, the current performance is not influenced 
by the past ones, but it depends on the discontinuous 
performance of the financial market and on the 
performance characteristics of the investment 
manager, which are also irregular. In fact, considering 
a period of three years, the performance is negative 

for two sectors, probably, because of the recent 
crisis of the financial markets. The sector most 
affected is that of the alternative energy (-5.41%), 
followed by the natural resources sector (-4.73%). 

Considering the performance of the last five years, 
however, the best return is that of the healthcare 
sector (12.04%), while the worst return is that of the 
alternative energy sector (-9.03%). 

The Standard Deviation (3Yr) for all sectors is equal 
in average to 15%. This means that the returns of 
funds do not have major variations respect to the 
average performance of the relative sector, 
therefore, the investors risk, to achieve different 
returns from those expected, is lower. With regard 
to individual sectors, the natural resources sector 
is the only one that has the higher volatility 
(18.58%). Indeed, this sector has a Standard 
Deviation that oscillates between a minimum 
value equal to 13.31% and a maximum value 
equal to 23.53%. The Standard Deviation, lower 
than the healthcare sector (10.65%), suggests that 
most of the funds in this sector has a low 
volatility of returns (between 7.62% and 13.19%). 
The other two sectors show a similar volatility: 
for the ecology sector, the Standard Deviation is 
equal to 13.35% (it varies between a minimum 
value of 10.28% and a maximum value of 17.51%); 
for the alternative energy sector, the Standard 
Deviation is equal to 13.50% (it varies between a 
minimum value of 11.32% and a maximum value of 
17.29%) (Table 7). 

The Sharpe Ratio has positive values only for the 
healthcare sector (1.18) and for the ecology sector 
(0.16). The funds of these sectors have been able to 
achieve, on average, a higher return than a risk free 
asset. On the contrary, the alternative energy sector  
(-0.36) and the natural resources sector (-0.08) have 
achieved a lower return than a risk free asset (Table 7). 

Table 7. Volatility measurements of green funds 
Category 3Yr − Standard Deviation, % Sharpe Ratio 

Ecology 13.35 0.16 
Alternative energy 13.50 -0.36 
Natural resources 18.58 -0.08 
Healthcare  10.65 1.18 

It is possible to show the Morningstar risk. This 
helps you to evaluate the variations of monthly 
returns of the fund respect to the relative 
Morningstar category (Figure 4). The greater is the 
variation, the larger is the risk score. Only some 
funds, related to ecology and natural resources 
sectors, show a high risk, most of the funds of the 
sample have a variation in the monthly returns 
similar to Morningstar category. 
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Table 9 (cont.). Trailing returns of some green funds respect to benchmark 

Category Date 
Performance % 

YTD 1Yr 3Yr 5Yr 
Alternative energy 

BlackRock Global Funds New Energy Fund X2 Acc 
2009 

10.52 12.1 -3.22 - 
S&P Global Clean Energy TR USD -9.54 8.17 17.98 - 
Sarasin New Power Fund B 

2007 
3.20 -0.29 -9.34 -15.23 

S&P Global Clean Energy TR USD -15.88 -3.96 12.90 12.07 
Natural resources 

Pictet-Timber-I EUR 2008 13.18 35.63 9.28 - 
S&P Global Natural Resources TR USD 14.14 33.25 9.60 - 
JPM Glbl Mining B EUR Acc 2011 -20.12 -29.36 - - 
S&P Global Natural Resources TR USD -7.19 15.16 - - 

Healthcare 
JPMorgan Funds – Global Healthcare C (acc) − USD 

2009 
24.50 35.57 21.40 15.40 

MSCI World/Health Care NR USD 6.06 7.60 5.93 4.03 
Pictet-Generics-R USD 

2004 
9.19 18.94 5.48 10.51 

MSCI World/Health Care NR USD -9.90 -12.07 -12.02 -3.23 
 

Finally, we point out differences of average returns 
of green funds in relation to the portfolio 
composition. For each green fund of the sample, we 
examine the geographical repartition considering 
that, the funds are distinguished and depend on the 
area in which the assets are mainly invested. 
Particularly, the green funds, that invest mainly in 
Europe − ex Euro and in the United States, have the 
highest returns equal, respectively, to 8.39% and 
3.08% (Table 10). On the contrary, the green funds, 
that invest mainly in Canada and in the United 

Kingdom, have negative returns equal, respectively, 
to -14.78% and -19.12%. In addition, the green 
funds, that invest mainly in Europe − ex Euro, have 
a return 1Yr equal to 18.86% (2.71% return 5Yr), 
against the green funds, that invest mainly in the 
United Kingdom, have a return 1Yr equal to  
-23.84% (-10.35% return 5Yr). With regard to the 
volatility measurements, the situation is almost 
similar: the green funds, that invest mainly in 
Emerging Asia, Canada and the United Kingdom, 
have a negative Sharpe Ratio value. 

Table 10. Trailing returns and volatility measurements of green funds by world regions 

World regions  
Performance % 3Yr − Standard 

Deviation, % Sharpe Ratio 
YTD 1Yr 3Yr 5Yr 

Asia – Emerging 5.27 3.34 -4.64 -3.87 14.91 -0.21 
Canada -14.78 -21.38 -11.80 -8.09 22.47 -0.45 
Eurozone 5.45 12.42 3.92 -0.72 13.10 0.38 
Europe − ex Euro 8.39 18.86 6.01 2.71 17.48 0.42 
United Kingdom -19.12 -23.84 -10.70 -10.35 21.71 -0.44 
United States 8.03 11.75 3.73 1.34 13.32 0.37 

 

4. Age-cohort analysis 

The study is developed through a cohort analysis to 
put in evidence some parameters (annual return, 
risk, portfolio geographical distribution and modern 
portfolio theory) of the cohort of green funds in the 
period of 1985-2012.  

The 257 green funds of the sample were grouped 
into six cohorts with five years extent, except for the 
last one that is shorter. Each cohort was analyzed 
pointing out the trend of some parameters registered 
in the different periods. The age-cohort of the green 
funds is represented in Figure 5. 
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it is most likely this happen, when we offer higher 
risk-adjusted returns. A low R-squared value means 
you should ignore the Beta. 

Results and conclusion 

The green finance describes a wide range of funding 
for environment-oriented technologies, projects, 
industries or businesses. A stricter definition of 
green finance refers to environment-oriented 
financial products or services, such as loans, credit 
cards, insurances or bonds. Green investment 
recognizes the value of the environment and its 
natural capital and tries to improve human well-
being and social justice, reducing environmental 
risks and improving ecological integrity. 

Within the financial system, the theme of green 
finance is increasing. Not only numerous financial 
institutions at international level, but also many 
domestic banks, have undertaken initiatives in the 
field of green finance. 

Particularly, the World Bank acts through the 
projects, which finance the countries, that need to 
develop. The World Bank borrows from capital 
market and allocates credits through contributions of 
richer countries. 

The growth of green finance urges, therefore, the 
use of mechanisms, such as the green rating, and 
tools, as green funds. Particularly, through green 
funds it is possible to invest in environmental 
markets, in companies, whose activities are 
concentrated in water treatment, against pollution, in 
the technology of waste, in areas such as alternative 
energy and energy efficiency. 

From a quantitative point of view, 257 equity green 
funds, regarding the ecology, alternative energy, 
natural resources and healthcare categories, have an 
average value of TER about 1.9%, which allows to 
understand how a lot of investments has been 
absorbed by costs. 

Empirical references, show that total returns are 
almost all positive, except, for the natural resources 
sector (-7.83%). The healthcare sector is the only 
one with the highest performance equal to 17.76%. 
Even if we consider a period of three years, the 
performance is negative for two sectors, probably, 
because of the recent crisis of financial markets. The 
most affected sector is that of the alternative energy 
(-5.41%), followed by the natural resources sector  
(-4.73%). Regarding the last five years’ 
performance, however, the best return is that of the 
healthcare sector (12.04%), while the worst return is 
that of the alternative energy sector (-9.03%). 

In terms of risk, the Standard Deviation (3Yr) for all 
sectors is equal, in average, to 15%. This means that 
the returns of funds do not have major variations in 
respect to the average performance of the relative 
sector, then the investors risk to achieve different 
returns, from those expected, is lower. The Sharpe 
Ratio has positive values only for the healthcare 
sector (1.18) and for the ecology sector (0.16). 
Funds of these sectors have been able to achieve, on 
average, a higher return than a risk free asset. On the 
contrary, the alternative energy sector (-0.36) and 
the natural resources sector (-0.08) have achieved a 
lower return than a risk free asset. 

In conclusion, green funds have an increasing 
importance, even in times of financial crisis, and 
they continue to have a positive performance, 
resisting to the negative financial context. So, it is 
interesting to think about a future “alternative world 
politics” that is to say, the increase of the: 

♦ responsible management of traditional resources;  
♦ research and the development of alternative 

sources. 

Probably, combining these two actions, it will be 
possible to guarantee a sustainable future, based on 
an economic growth and a real improvement of the 
living conditions. 
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