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The growing influence of sustainable and responsible investing continues to cultivate a more just and
equitable economy. Its efforts have fostered progressive changes in corporate behavior, helping to
improve executive pay practices, increase board diversity and transparency on political contributions,
enhance labor and human rights conditions, and address climate change accountability, among other
noteworthy initiatives.

An investment strategy that incorporates analysis of both financial returns and societal impact is
particularly appealing to individuals and organizations unwilling to sacrifice investment performance as
they promote socially and environmentally responsible companies. While many proponents of values-
based investing have largely confined their investments to the negative process of excluding certain
controversial industries (i.e., tobacco, alcohol, defense, etc.) which then may result in insufficiently
diversified portfolios, others have turned to positive screening strategies to promote their values.

Marc J. Lane, author of Profitable Socially Responsible Investing?: An Institutional Investor’s Guide
(published by Institutional Investor in 2005), strongly believes, based on his empirical research, that
principle-focused investors can carefully use positive screening techniques to build portfolios
comprised only of securities issued by companies whose behaviors are highly consistent with the
investors’ core values and beliefs—without sacrificing either diversification or performance. In doing
so, socially responsible investors can become agents of positive social change.
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grew by 376%, representing $3.74 trillion (more than 11%) of the $33.3 trillion total assets under
management.

The increasing prominence and influence of values-based investing has prompted companies to take
social and environmental initiatives more seriously, cultivating a collaborative and proactive dialogue
between a company’s management, its shareholders, government officials, and the community.

Shareholder advocates have employed resolutions to promote environmental, social, and governance
issues. Although not all resolutions gain shareholder approval, they inevitably bring important issues to
the attention of company management, often winning media attention and educating the public. As a
result, such resolutions have become an essential catalyst to promote awareness and ultimately lead
to improvements in managerial decisions. Through persistent constructive engagement, shareholder
activists have witnessed corporations increasingly embrace good environmental, social, and
governance practices and disclosures and incorporate these standards into their operations.

According to a survey conducted by the Forum for Sustainable and Responsible Investment, 24% or
more of environmental, social, and governance resolutions received more than 30% of shareholder
support in the last proxy results, up significantly from 2007 to 2009, when only 15% to 18% of
environmental and social issues resolutions won such support levels. Such efforts have resulted in an
increasingly greater percentage of companies adopting advisory votes on issues such as the following:

e executive compensation (“Say on Pay”);

¢ eliminating supermajority approval requirements for changes to corporate bylaws;

e increasing transparency on political spending and lobbying efforts (especially since the
Supreme Court’s Citizens United decision);

e incorporating sustainable forestry practices;

o disclosing health, safety, and environmental risks associated with hydraulic fracturing;
and

e promoting gender and racial diversity among boards of directors.

The trend going forward favors shareholder advocates and their increasing sway on company policies
and practices, helping to promote continued constrictive dialogue between shareholders and company
management. Among the initiatives to anticipate in 2014, particular emphasis is being placed on
increasing opportunities for qualified women to become board members. Having more women on
company boards has been linked to better company performance by numerous academic studies.
Most recently, an October 2013 study by Professors Maurice Levi, Kai Li and Feng Zhang demonstrates
that “firms with female directors are less likely to make acquisitions and if they do [make acquisitions,
they] pay lower bid premia.” Board accountability and executive compensation remain a continuing
theme, as efforts will be made to hold individual directors accountable through the use of targeted
“vote no” campaigns. Moreover, ongoing efforts are being made to encourage greater adoption of
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comprehensible and verifiable human rights policies and systems while promoting enhanced corporate
governance structures and proxy access.

Marc J. Lane Investment Management, Inc., was an early proponent of values-based investing. Every
client’s values are different; so, principled investing must encompass a tailored approach, rather than
the monolithic "one size fits all" strategy necessarily adopted by mutual funds and, for convenience, by
many other investors and investment advisors.

To provide personalized service, Marc Lane developed his proprietary approach to principle-focused
investing, the Advocacy Investing® strategy. Advocacy Investing® employs a positive “best in class”
portfolio screening strategy that, after first identifying companies with sound business fundamentals
and solid corporate governance, screens those companies whose corporate behavior reflects and
promotes the investor’s personal beliefs and values or, in the case of an institution, its mission. In
doing so, we provide and manage customized portfolios that positively reflect the client’s values in a
fully diversified portfolio. In short, the Advocacy Investing® approach meaningfully speaks to one's own
values. It is practical, it drives change, and it turns passive assets into active assets.

To learn more about the Advocacy Investing®strategy, please contact Marc J. Lane in confidence via
email at mlane@marcjlane.com or via telephone at (312) 372-1040/ (800) 372-1040.

Gevorg Azizi is a Portfolio Manager and Investor Advocate for Marc J. Lane Investment Management, Inc. He conducts
Environment, Social, and Governance research helping socially conscious clients align their investment portfolios with their
own specific values. He also assists in more traditional fundamental financial analysis used in the security selection process;
and is responsible for the firm’s composite performance reporting, its adherence to GIPS standards, and reconciliation of
investment accounts. Mr. Azizi earned his B.S. from DePaul University in Finance and Economics, graduating magna cum
laude. He is a Chartered Financial Analyst Level 2 candidate.
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