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Abstract 

The aim of this study is to evaluate the difference in performance and management fees be-

tween ethical and conventional mutual funds registered in Sweden. Our dataset consists of 

49 ethical and 254 conventional funds, estimated on a 10-year period of time between Jan-

uary 2005 to January 2015. Jensen’s alpha is used as a measure for risk-adjusted perfor-

mance and estimated through CAPM single-index model as well as by Carhart’s four-factor 

model. By adding back the management fees to the net returns and then estimate Jensen’s 

alpha by Carhart’s four-factor model once again, evidence of any differences in the impact 

on return between ethical and conventional funds is found. The results obtained from the 

study show that there is no difference in neither the risk-adjusted returns nor management 

fees between ethical and conventional funds. It is concluded that Swedish mutual fund in-

vestors are not paying a specific price in terms of reduced returns or higher management 

fees for putting social and ethical values into their financial investment decision. 
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1 Introduction 

”There is nothing wrong with making money, it’s how you make the money that counts” (Murray, 2003). 

Investments focusing on Socially Responsible Investment (SRI) have increased significantly 

in recent years. SRI emphasis the importance of environmental, social and governance 

(ESG) factors and has a long-term goal of a steady market and sustainable returns (UN 

PRI, 2015). It has been proved that our overconsumption and pollution is causing climate 

changes and loss of biological diversity, hence is colliding with our future well-being. The 

ongoing public debate on ethical issues have also become of significant matter for individ-

ual investors as well as for companies. Investors screen the investment universe with a fi-

nancial, social and environmental objective while companies are integrating sustainable de-

velopment as a strategic business concept. Corporate Social Responsibility (CSR) is not on-

ly vital for companies’ future survivability, but also a competitive advantage and a strategy 

to attract investments. SRI and the importance of sustainability within the financial market 

have especially gained recognition due to recent events such as the financial crisis in 2008. 

The crisis was devastating for the financial market and reached worldwide, shattering inves-

tors trust and commitment. The demand for SRI criteria’s have increased since then and a 

broader concept of risk and what it contains has been established. A complete risk analysis 

is now including environmental and climate issues as well as labor standards, human rights 

and anti-corruption to generate steady returns in the long term. As an outcome of the fi-

nancial crisis, SRI has advanced from being a niche investment strategy to a mainstream 

practice (Ethix SRI Advisors, 2014). 

Stockholders are still interested in making money, but nowadays they care likewise about 

the context of making money. Financial performance is still the objective but instead of 

profiting on the expense of society, social and environmental issues are integrated into the 

investment decision. However, screening and monitoring a portfolio in order to contain 

and remain ethical takes time and logically should derive an expense. As presented in pre-

vious studies, some scholars are further arguing that ethical investments perform poorly in 

relation to conventional investments. Discussions have arisen regarding if investors are 

paying a price for investing ethically. The price could outline a lower return for a given lev-

el of risk or increased management fees. Other scholar’s claims that ESG could add value 

as well as minimize the risk of destroying value (Sjöström, 2014). Our study aims to ques-

tion and clarify these statements.  
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There is a lack of consensus about the definition of what SRI really signifies, but generally 

it is an investment considering additional aspects than pure financial performance. Accord-

ing to Eurosif (2014), SRI covers  

“any type of investment process that combines investors’ financial objectives with their concerns about Envi-

ronmental, Social and Governance (ESG) issues”  

which is also how we will define SRI in our study. Ethical investments will be regarded 

equivalent to SRI and ESG, and include any type of screening approach. The subject has 

been studied countless times, but most previous research has been focusing on the Ameri-

can market since it is the largest, most liquidated and most diversified market offering SRI 

investments. Our research is aiming to diminish the lack of studies performed in other 

markets, and is therefore focusing solely on funds registered on the Swedish market.  

1.1 Problem Discussion 

Even though SRI has gained recognition for the past years, the main concern of investors 

is still the potential impairment of financial return on such investment. Ethical investments 

is assumed to be priced, a loss of return due to poor performance in relation to risk level or 

excessive management fees. Sweden is considered a frontrunner within the field (Bauer, 

Koedijk & Otten, 2005) but little research have focused on the particular market, hence the 

support for the assumption is inadequate. The opponent side of SRI is arguing that due to 

restrictions on the investment universe, the diversification effect is deserted and is causing 

the investment to generate a lower return for a given level of risk (Markowitz, 1952). The 

main advocators in favor of SRI are however proposing that due to screening, long run 

profitable investments are selected to the ethical portfolio, offsetting the loss in return due 

to limited diversification (Barnett & Salomon, 2006).  

The question is whether investing for a greater cause and better future is likewise a good 

investment from a pure financial perspective. Ethical and conventional funds should intui-

tively contain different holdings, which might influence performance. Mutual fund returns 

are reported net management fees, hence those have an impact on financial performance as 

well. Therefore, the two questions addressed in this thesis are: 

v Is there any difference in return on investment between ethical and conventional 

funds? 
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v Is there any difference in management fees between ethical and conventional 

funds? 

If there were no difference in return between an ethical and conventional portfolio, a ra-

tional investor would probably choose the former since SRI is accompanying social surplus 

and welfare while conventional investments generally does not. However, the majority of 

Swedish fund investors are risk averse and the main objective is the financial return, hence 

evidence of whether there is any difference in financial performance is fundamental.  

1.2 Purpose & Delimitations 

The main purpose of this study is to examine whether the difference in risk-adjusted per-

formance between ethical and conventional mutual funds in the Swedish market are signifi-

cant or not. Secondly, we will investigate the impact on return of the funds expense ratios 

in terms of management fees.  

The original sample of funds registered in Sweden is provided by Morningstar Sweden and 

consisted of 788 mutual funds. Our sample is restricted to actively managed equity funds 

hence index funds, interest funds and mixed funds are excluded. Other requirements for 

funds to be included into our sample are existence for more than one year and denoted in 

Swedish Krona as currency. Due to these limitations, our sample is consisting of 49 ethical 

and 254 conventional funds. The time frame for our data stretches between January 2005 

and January 2015. 

1.3 Disposition 

The structure of this paper will be organized as follows.  In section 2 we provide an outline 

of the market development and describe some characteristics of ethical funds in form of 

screening approaches. Section 3 presents the theoretical framework with some relevant 

economic theories together with key previous studies within the subject, and then we de-

rive our hypothesis. Section 4 consists of our data and method and section 5 presents the 

study’s empirical result. An analysis of the results together with a discussion and sugges-

tions for further research will follow in section 6 and finally, our conclusions are presented 

in section 7.  
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2 Socially Responsible Investments 

2.1 Market Development 

Ethical investments date back hundreds of years, primarily from the Christian church that 

early emphasized ethical aspects on capital investments. During the 20th century, political 

events as well as company scandals gained ESG some upswings. For example, people ne-

glected investing in South Africa as a protest against apartheid and withdrew shares in 

Exxon when an oil tank leaked outside of Alaska (Sjöström, 2014). Even though ethical in-

vestment origins many years back, it took until 2004 for Sweden to implement guidelines 

for how funds are allowed to profile themselves as ethical, as an inventive by The Ethical 

Council for Investment Fund Marketing (ENF) (Swedish Investment Fund Association, 

2012).  

The United States is by far the most developed country concerning SRI, where one out of 

every six dollars is managed based on SRI criteria’s (US Sif Foundation, 2014). However, 

Sweden is considered to be one of the frontrunners of investing with SRI criteria, together 

with UK and Netherlands (Bauer et al., 2005). The first ethical mutual fund in Sweden was 

Aktie-Ansvar Aktiefond, founded in 1965. Today, there is 96 ethical mutual funds regis-

tered in Sweden (Morningstar, 2015) and approximately 11% of the total fund investments 

are devoted to ethical funds (Swedish Investment Fund Association, 2012). However, bear 

in mind that the term SRI is ambiguous hence statistics within the subject tends to be 

vague and sometimes contradicting (Sjöström, 2014).  

Behind the ethical investments, there seems to be two types of investors (Swedish Invest-

ment Fund Association, 2012). The first type believes that investing with ethical criteria’s is 

a better investment pure financially. An ethical fund has a cost control and risk manage-

ment superior to conventional funds, and will generate a higher return in the long term. 

These investors may or may not have a genuine interest in social welfare, which is the driv-

er of the second type of investor. These are willing to trade some financial performance for 

other aspects, such as environmental improvement or human rights. Studies show that eth-

ical orientation of funds is more important to women than for men. Over all, it is the third 

most important aspect when choosing funds to invest in, after management fees and risk 

level (Swedish Investment Fund Association, 2012).  
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Figure 1 below represents Swedish investments in ethical funds, indicated by the purple 

line, compared to all funds together, the pink line. The figure is further divided into sub-

categories, with investments in ethical funds by men as the green line and by women 

shown as the blue line. The base for the measurement of the investments is December 

2012, which is inditacted in the figure by an index value of 100 to display the increase in 

trade in relation to this date. 

 

Figure 1. Investments in Ethical Funds vs. Total Fund Investment 

 

Notes: Translated from Swedish to English by the authors. 

Original Source: Mården Günther, Nordnet, 2015 

 

It is evident from the figure that the portion of investors choosing funds with ethical crite-

ria’s has increased throughout the past years. A particular increase is shown in September 

2014 and forth, where the investment in ethical funds started to deviate from other funds 

significantly. Women contribute to the largest part of the increase, while men falls some-

what behind. The figure shows a twice as large increase in ethical fund investments com-

pared to the total trade among all available funds throughout this time period (Mården, 

2015). 
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Leading actors within the field of ethical investments are especially pension funds, followed 

by banks and insurance companies as well as private fund managers. Since pension funds 

are naturally suppose to manage capital over a long period of time, SRI becomes their fidu-

ciary duty. In 2000, Sweden underwent a pension-reform and the Swedish Premium Pen-

sion System (PPM) came to existence. Due to PPM, approximately 98% of Sweden’s citi-

zens at age 18-74 invest in mutual funds. But even excluding PPM savings, Sweden has the 

world’s highest population savings in funds as eight out of ten adults invests in mutual 

funds (Swedish Investment Fund Association, 2015). In year 2000, Sweden was one of the 

first European countries to propose ESG criteria into legal framework for the pension sys-

tem (Hamilton, 2011). The bill states “Given their [the AP funds’] role as managers of public pen-

sion funds, the funds must act in such a way as to promote public trust. Ethics and the environment are to 

be taken into consideration in investment activities without deviating from the overall objective of a high rate 

of return” (Government Bill, 2000:2). The autonomous AP funds are by far the most influ-

ential organizations acknowledging SRI in Sweden.  

As sustainability and ethical matters are becoming commonplace in today’s society, several 

institutions are working to incorporate sustainability and ESG factors into businesses. Or-

ganizations are specializing in developing SRI policies, screening and monitoring compa-

nies by ESG performance and conduct studies to help companies, fund managers and 

shareholders align with these practices (Ethix SRI Advisors, 2014). Principles for Respon-

sible Investments (PRI) is an incentive supported by United Nations (UN) consisting of in-

ternational investors who seeks to put the six principles into practice. They support signa-

tories to implement a business strategy in compliance with the principles “in order to con-

tribute to the development of a more sustainable global financial system” (UN PRI, 2015). 

The mission is to reach this sustainable global financial system through these principles, 

which will reward the investor as well as the society as a whole in the long term. There are 

currently 1355 signatories, where approximately 40 of them heritages from Sweden. UN 

Global Compact is another policy incentive based on ten fundamental principles concern-

ing human rights, labor standards, environment and anti-corruption. The organization has 

12.000 corporate participants and is thereby the world’s largest voluntary incentive for cor-

porate responsibility (UN Global Compact, 2013). The Carbon Disclosure Project is an-

other organization that is disclosing greenhouse gas emission data collected from compa-

nies all over the world (CDP, 2015). 
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2.2 Screening Approaches 

Since there is a lack of consensus of what is significant for an ethical fund, it is up to fund 

managers to profile themselves as ethical. In order to do so, they have to decide which 

companies to invest in and which ones to avoid, a selection process that is called screening. 

There are two broad categories for screening, namely negative and positive screening.   

Negative screening, sometimes referred to as exclusion, builds upon the principle to re-

move companies or industries from the investment universe that is involved with un-

ethical practices. Typical factors for sector-based exclusion are attachment to weapons, to-

bacco, alcohol, pornography or animal testing. Another method within negative screening 

is norm-based screening. Through this approach, companies that violate international 

norms and standards are excluded from the investment universe. UN Global Compact is 

the most commonly used standard for norm-based screening, followed by International 

Labor Organization (ILO) and OECD guidelines (Eurosif, 2014).  

Positive screening is on the other hand a method where companies are included to the 

fund. Companies are chosen on the basis of social responsibility concerning their products, 

policies, performance or business activities (UN PRI, 2015). A type of positive investment 

screening is the best-in-class method. This method implies that companies are ranked and 

picked based upon their performance within the different sectors using ESG criteria. 

Worth notice is that even though a company might be superior in a certain area, for exam-

ple minimizing greenhouse gas emissions, they could still be involved in industries such as 

weapons or tobacco and yet be included into the portfolio by positive screening. Addition-

ally, according to ENF’s basic requirements for a fund to be profiled as ethical, a maximum 

of 5% of the fund’s total return is allowed from the sector they claim to avoid due to nega-

tive screening (Swedish Investment Fund Association, 2012). Therefore, investors have to 

be aware of different screening methods in order for their investment to cooperate with 

their personal principles of social responsibility.  

A third approach to SRI is engagement, or active ownership, where fund managers influ-

ence their holding companies though shareholder votes or other formal rights. It could also 

involve visiting production-facilities or attend business meetings to encourage improve-

ment on ESG criteria. Engagement is an outstanding approach to ensure future returns, 

and the strategy has increased significantly in recent years worldwide (Eurosif, 2014).  
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As we studied the 96 ethical funds registered in Sweden, we found that the most frequently 

used screening approach is sector-based exclusion followed by norm-based exclusion. 

However, the majority of fund managers use combinations of different screening ap-

proaches in their portfolios.  
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3 Theoretical framework 

Discussions about the potential trade-off between social responsibility and financial per-

formance have circulated for years and fueled studies about ethical investments. There are 

two main focuses on the topic, the first one being on the firm level, also called corporate 

social responsibility (CSR). The other one is on the fund level, which is the focus of our 

thesis. The two levels are however related since a listed company that is superior in CSR is 

likely to be included into an ethical fund. This section is therefore presenting general theo-

ries applied to both these levels, continuing with portfolio performance theories in order to 

describe the drivers of risk and return. The section is followed by a review of some key 

previous studies and ending by deriving our hypothesis.  

3.1 The Cost-Concerned School 

The very first school of thought was cost-concerned and origins hundreds of years back. 

The theory of neoclassical economics says that each individual is rational and will act to 

maximize his or hers utility or profit. The theory is built upon Adam Smith’s (1776) ‘invisi-

ble hand’, described as the force that creates market efficiency when all participants are pe-

rusing his or her own interest. Neoclassical economics implies that investors care about 

two factors solely: expected risk and expected return (Hickman, Teets & Kohls, 1999). 

Walley and Whitehead (1994) argue that environmental performance could not be pursued 

without financial expenses, thus decrease financial performance. They are questioning the 

win-win situation while suggesting a greater focus of the “trade-off zone”, where compa-

nies value the benefits of environment concerns by taking the decreasing financial value in-

to account. Milton Freidman (1970) stated that the only social responsibility of business is 

to maximize its profit, and that the responsibility is aimed towards shareholders. Further, 

he argues that environmental protection is not in the shareholders interest and therefore it 

should not be incorporated as a business goal. Ethical investments seem to be incurred 

with higher transaction costs and management fees due to the screening process and the 

need for specialized data. They will therefore generate a lower expected return for a given 

level of risk, relative to a conventional fund. The limited diversification effect1 might also 

harm ethical funds since the industries excluded though negative screening tends to be in-

dustry sectors that generally generates above-normal returns on investment (Tippet, 2001). 

                                                
1 Explained in 3.3 Moden Portfolio Theory. 
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Thus the cost-concerned theory implies that there is a negative relationship between SRI 

and financial performance. 

3.2 The Value-Creating School 

Another theory is the value creating school of thought, which states that SRI and financial 

performance are in fact interdependent. One aspect of the theory suggests that the compet-

itive advantage of the firms will increase if CSR is implemented in the right way. One of 

the most famous advocators of the theory is Michael Porter. He argues that firms should 

not focus on all aspects of ESG, but instead incorporate those parts that are in line with 

their business strategy. Those companies will then find new business opportunities and in-

novative solutions. Finally, the strategy will generate competitive advantage in the market 

(Porter & Kramer, 2006). Likewise, firms are often in business for a long time and it is 

therefore vital to have a stable supply of resource inputs. By looking at the environmental 

factors affecting the firm’s resources and trying to create new innovative solutions without 

harming the environment, firms are in the long run able to increase their resource produc-

tivity and consequently their financial performance (Porter & van der Linde, 1995). Michel-

son, Wailes & van der Laan (2004) suggests that ethical investments is profitable in the long 

run since it might overcome changes like ethical implementations into legal frameworks 

that conventional funds are exposed to, as well as avoid massive lawsuit costs. SRI is there-

fore less exposed to unexpected costs and value loss. By distinguishing products from oth-

er market participants, companies are able to increase their competitive advantage by ma-

nipulating price, quality and reputation, and nowadays also by social responsibility (Michel-

son et al., 2004).  

3.3 The Modern Portfolio Theory 

The modern portfolio theory, originating from Markowitz (1952), builds upon the fact that 

there exists covariance between securities. In order to construct an efficient portfolio, as-

sets should be evaluated based on the co-movement between them instead of their individ-

ual risk characteristics. It exist two types of risks within the financial market, namely non-

systematic and systematic risk. Every company has firm-specific economic characteristics, 

which are risks factors that are particular to that type of firm or industry and called non-

systematic. Systematic risk is on the other hand common risk that exists among securities 

and affects the whole market instead of only one stock or industry. Firm-specific risk fac-

tors could be eliminated in a portfolio with help of diversification, meaning that by involv-
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ing many companies that has different economic characteristics and different non-

systematic risks into the portfolio, the individual risk factors of the companies is averaged 

away. The reason for this is that firms within similar industries often have a large covari-

ance and perform poorly at the same time. Investors does not get compensated for bearing 

risk that can be diversified away and a portfolio should therefore contain a range of differ-

ent economic industries, segments and firms in order to avoid any excessive risk (Marko-

witz, 1952).  

Figure 2. Efficient Frontier 

 

 

This leads into the expected return-variance rule, which is a rule stating that there is a 

tradeoff between the expected return and variance within an investment. Markowitz argues 

that there exist a bunch of efficient portfolios that an investor can choose from, but the 

choice is then dependent on the individual investors risk and expected return preferences. 

The bunch of efficient portfolios is located upon the line indicated as the efficient frontier, 

starting from the minimum variance portfolio (MVP) and continuing upwards along the 

line. Figure 2 above is presented to show this tradeoff between risk and return that inves-

tors are facing. If a portfolio with higher return is preferable, the portfolio is also incurred 
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with higher risk, and if investors wish to take on lower risk, a lower return is also expected. 

The vertical axis in the figure is representing expected return on investment and the hori-

zontal axis the standard deviation. The risk measure used regarding the efficient frontier is 

standard deviation while the expected return-variance rule instead uses variance. However, 

since standard deviation is the square root of the variance, both measures display the risk, 

also called dispersion, of a security (Markowitz, 1952; Fabozzi, Gupta & Markowitz, 2002).  

As mention before, managers of socially responsible funds uses different types of screening 

approaches while choosing companies to invest in. This leads to companies either being in-

cluded into the portfolio based on their work with social and environmental responsibility 

or excluded from the portfolio because of their involvement in industries not in line with 

the ethical considerations. In either way, the investment universe becomes limited and the 

fund managers may be unable to adequately diversify the portfolio due to a high amount of 

firm-specific risk. It is therefore expected that SRI funds will achieve a lower risk-adjusted 

return for any given level of risk compared to funds without this type of screening (Barnett 

& Salomon, 2006).  

3.4 The Stakeholder Theory 

Historically it has been argued that the goal for organizations should be to serve the share-

holders and that all decisions within the corporation should be done to maximize the value 

for those. Stock price, earnings per share and other financial ratios are often used to meas-

ure these achievements. The stakeholder theory, invented by Edward R. Freeman is how-

ever challenging this traditional view of a corporation and argues that there are many 

stakeholders that are central to the business of organizations. Employees, customers, sup-

pliers, financial institutions, society, government and political groups are examples of 

stakeholders that are thought to be equally important as shareholders within the theory. In 

other words, all parties that hold a meaningful part in the actions of the company should be 

taken into account when managing the company (Freeman, 1983). It is argued that if a firm 

is implementing stakeholder management efficiently, they can create competitive advantage 

in the market and thus increase their financial performance (Barnett & Salomon, 2006).  

Barnett & Salomon (2006) suggest that there is an offset relationship between the modern 

portfolio theory and the stakeholder theory concerning ethical investing. Whereas the 

modern portfolio theory argues that the limited diversification effect might be impairing 

the portfolio’s result, the stakeholder theory suggests that more long-run profitable compa-
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nies will be included into the funds. Companies labeled as socially responsible care about 

social or environment factors, thus are working according to the approach of the stake-

holder theory. It is further argued that when SRI fund managers screen the investment uni-

verse, they will exclude the firms with poor stakeholder relationships from the funds. The 

investment universe becomes smaller, but the companies left to choose from are those that 

have good stakeholder relationships and therefore also the companies that are more likely 

to perform above average returns in the long run. The SRI fund managers are argued to se-

lect better-managed companies depending on their screening intensity, compensating the 

loss from the decrease in diversification. This relationship between the selectivity and di-

versification of ethical funds is illustrated in figure 3 below (Barnett & Salomon, 2006).  

 

Figure 3. Diversification and Selectivity Relationship 

 
Source: Barnett & Salomon, 2006 

 

3.5 Asset Pricing Models 

A lot of research have been carried out in order to develop a model that captures the per-

formance of securities and portfolios in the best possible way. The Capital Asset Pricing 

Model (CAPM), originating from Harry Markowitz in 1952 and developed by William 

Sharp in 1964, is probably the most commonly used model for measuring the performance 

required for any risky asset. The single-index model suggests a linear relationship between 
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expected return and risk of a portfolio, implying that the market portfolio is efficient and 

the only way to increase return is to incur higher risk. The equation is given by 

Rit – Rft = αi + β0i(Rmt – Rft) + εit Equation 1. 

where Rit captures the return of fund i in month t, Rft is the risk-free rate return at time t, 

and Rmt is the market return, αi is the Jensen’s Alpha, β0i is the beta coefficient, or the risk 

measure of the fund, and finally, εit is the error term.  

The Jensen’s alpha is a performance measure indicating whether the fund is over- or un-

derperforming a buy-and-hold strategy of the market (Jensen, 1968). The alpha represents 

the part of the return that cannot be explained by the systematic risk in the market, hence 

indicates the skill and/or luck of the fund manager. The formulation is based on CAPM 

and outlined as  

αi = [Rit – Rft] – [β0i (Rmt – Rft)]  Equation 2. 

Fama and French (1993, 1996) argue that CAPM does not capture enough explanatory fac-

tors for stock return variations. They find two additional risk proxies besides the market 

explaining abnormal returns, namely firm size, or market capitalization, and book-to-

market ratio. Fama and French found in their research that small-capitalized firms and val-

ue firms tend to outperform the market and therefore should be adjusted for in the model, 

explained by  

Rit – Rft = αi + β0i(Rmt – Rft) + β1iSMBt + β2iHMLt +  εit Equation 3. 

where the SMB factor is the return difference of small-capitalized stocks and large capital-

ized stocks, and the HML factor is the return difference of a value-stock portfolio and 

growth-stock portfolio. Value-stocks have a high book-to-market ratio, as the opposite is 

true for growth-stocks. Measuring fund performance should hence take the funds invest-

ment style into consideration in addition to the market proxy. 

Jegadeesh and Titman (1993) found that the strategy of buying past winners and selling 

past losers generated positive abnormal returns and outperformed the market for a 3 to 12 

months holding period. The effect is called the momentum effect, which later were added 

to the three-factor model by Carhart (1997). The MOM factor describes the tendency of a 
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portfolio to keep moving in the same direction that it has for the past months, either up-

wards or downwards. The four-factor model is described by  

Rit – Rft = αi + β0i(Rmt – Rft) + β1iSMBt + β2iHMLt + β3iMOMt + εit  Equation 4. 

where the MOM factor is the return difference of the past 12 months winners and losers at 

time t. Carhart’s four-factor model is the model we will use later in our study of risk-

adjusted fund performance since it captures more explanatory variables than CAPM and 

Fama-French three-factor model.  

3.6 Previous Research 

There is a bulk of scholars examining whether or not screening based on social criteria af-

fects the financial performance of mutual funds. The most frequently cited studies within 

the literature are Bauer, Koedijk & Otten (2005), Kreander, Gray, Power & Sinclair (2005) 

and Renneboog, Horst & Zhang (2008), finding various results. This section will start by a 

more detailed description of the findings from these three studies and continue with a 

summery table of some previous studies within the subject. 

3.6.1 Mutual Fund Performance 

In 2005, Bauer et al. performed a study investigating the ethical mutual fund performance 

and investment style based on 103 US, UK and German ethical mutual funds. The study 

used data from 1990 to 2001. By looking at basic features of the sample funds they found 

that the average return are similar for ethical and conventional funds, except for the Ger-

man market were ethical funds underperform in relation to conventional funds. Ethical 

funds tend to be younger in age and have a higher expense ratio than conventional funds 

on average. As for the study, Jensen’s alpha was used as a performance measure and initial-

ly estimated by using CAPM. The results were such that they found no statistically signifi-

cant difference between ethical and conventional funds on the UK nor US market, howev-

er, the German market showed underperformance of the ethical funds. At the same time it 

was found that the ethical mutual funds are less sensitive towards volatility in the market. 

Next, Bauer applied Carhart’s four-factor model to estimate the risk-adjusted performance 

by taking size, book-to-market ratio and the momentum effect into account and found no 

significant differences between ethical and conventional mutual funds in any of the three 

countries. An increase in the adjusted R2 suggested that the multi-factor model are better 

suited to explain mutual fund performance, and again, the ethical funds verified to be less 



 

 
16 

exposed to market volatility than conventional funds. Furthermore, German and UK ethi-

cal funds tended to be more exposed to small cap firms than conventional funds, while the 

opposite were true for the US mutual funds. Ethical mutual funds also tended to be more 

growth-oriented while conventional funds lean more towards value-firms. Bauer et al. ex-

plains this effect by putting chemical, energy and industry firms into the value-firm group 

which often is expressed as environmental threats and therefore not included in ethical 

firms (Bauer et al., 2005). 

Kreander et al. (2005) performed a study on ethical funds within Europe and the historical 

data stretched from 1995 to 2001. The total sample consisted of 60 funds from UK, Swe-

den and Germany, half of the sample being ethical funds. The historical risk-adjusted per-

formance was tested using Sharpe, Treynor and Jensen’s alpha measure. The Sharpe ratio 

showed that 17 of the ethical funds performed better than their matched non-ethical coun-

terpart. Quite the same result was obtained by using the Treynor measure, where 15 of the 

ethical funds outperformed the traditional ones. Concerning the Jensen’s Alpha, ethical 

funds had an average alpha of 0.0002 and conventional funds -0.0001, hence no statistically 

significant difference in the risk-adjusted returns were found by using this measure. Taken 

the result together, 10 of the ethical funds performed better compared to their non-ethical 

counterpart and 9 non-ethical funds outperformed the ethical ones. Kreander had the final 

conclusion that on a risk-adjusted performance level there is no difference in performance 

between ethical and non-ethical funds. Looking solely at the result concerning Jensen’s al-

pha, the ethical funds even performed slightly better (Kreander et al., 2005). 

Three years later in 2008, Renneboog et al. made a similar research based on 17 countries 

within Europe, North America and the Asia-Pacific area. The risk-adjusted performances 

of the funds were studied from January 1991 to December 2003 with help of Fama-

French’s three-factor model, Carhart’s momentum factor and the Jensen’s alpha measure. 

In order to analyze the ethical fund performance, a reference group of conventional mutual 

funds was created and matched according to size, age, management fees and risk exposure. 

Even though the overall result showed no statistically significant difference between the 

performance of ethical and non-ethical funds, some countries diverged from this conclu-

sion. The ethical funds within France, Sweden, Ireland and Japan had an alpha between 4-

7% lower per annum compared to the alphas of conventional funds. Hence, those funds 

did in fact underperform in relation to the conventional ones (Renneboog et al., 2008). 
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In order to get an overview of the development of the research investigating this topic, a 

summary of some previous studies together with their results is presented in table 1. As 

mention in the background, US is by far the most developed market when it comes to SRI 

hence also stands for the largest portion of the previous studies concerning the subject. 

The summery presents studies based on various markets but with a similar estimation ap-

proach as ours.  

Table 1. Summery of Previous Studies on Fund Performance 

Author 
Market & 

Time period 

Performance  

measure 
Result 

1993  

Hamilton & Statman 

US 

1981-1990 
Jensen’s alpha 

No overall difference. 

Higher aver. alpha for 

SRI funds established 

before 1985 than con-

ventional funds 

1995  

Mallin et al. 

UK 

1986-1993 
Jensen’s alpha 

18 of 29 SRI funds 

outperformed conven-

tional funds 

2004  

Schröder 

US, Germany & Swit-

zerland 

1990-2002 

Jensen’s alpha No difference 

2005  

Bauer et al. 

US, UK & Germany 

1990-2001 
Jensen’s alpha No difference 

2005  

Kreander et al. 

UK, Sweden & Ger-

many 

1995-2001 

Jensen’s alpha, Treynor 

& Sharpe 
No difference 

2008  

Renneboog et al. 

Europe, North Ameri-

ca & Asia-pacific 

1991-2003 

Jensen’s alpha 

No overall difference. 

European SRI funds 

underperform 

2010  US Jensen’s alpha SRI funds over-



 

 
18 

Gil-Bazo et al. 1997-2005 performed compared 

to conventional funds 

2014  

 Leite & Cortez 

Europe 

2000-2008 
Jensen’s alpha No difference 

2014 

Utz & Wimmer 

US 

2002-2010 

Jensen’s alpha, Treynor 

& Sharpe 
No difference 

 

Table 1 above shows an overall result of no differences in risk-adjusted return between eth-

ical and conventional funds. SRI funds did in fact over-perform conventional funds in two 

out of nine studies and interestingly, only one of the authors found that SRI funds partly 

underperform compared to conventional funds. 

In 2007, UNEP Finance Initiative conducted a review of previous research investigating 

the link between ESG factors and investment performance, collecting results from twenty 

different studies published between 1995 and 2006. Half of the sample displayed a positive 

result between ESG and performance, seven of them were neutral and only three were 

negative (UNEP Finance Incentive, 2007). The study is one of the most famous reviews in 

present age within SRI, with a table similar to ours containing details of titles, time spans 

and so on for the different studies in the review, obtainable through the reference. 

3.6.2 Management Fees 

Risk-adjusted performance of mutual funds is stated in terms of net performance, that is 

excluding management fees, hence management fees affects the final return obtained by 

investors. Although a minor share of authors have examined whether the differences in 

fees can explain the performance of ethical and conventional funds, we present some of 

the most relevant studies within the subject.  

In 2007 Renneboog, Horst & Zhang investigated the phenomenon on a worldwide sample 

of funds. The time period used for examination was 1991 to 2003 and it was found that the 

average management fee for SRI funds were 1.8% whereas conventional funds had a slight-

ly higher average of 1.9%. By dividing the annual fees by twelve and add them back to the 

monthly returns, an estimation of Jensen’s alpha for both the actual and before-fee returns 

would explain any difference in performance due to management fees. The study presents 
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differences in returns between SRI and non-SRI funds in the US and UK market, which 

changed by an insignificant amount of 0.01 and 0.02 respectively. The results thus demon-

strate that management fees do not differ significantly between ethical and conventional 

mutual funds. The test included European funds, but omitted to study any difference be-

tween SRI and non-SRI funds and estimated the before- and after-fee alpha on solely SRI 

funds. The results for European funds showed a before-fee alpha of -2.18 compared to an 

original alpha of -3.48 (Renneboog et al., 2007).  

Gil-bazo, Ruiz-Verdú & Santos (2010) performed a similar study as mention above, inves-

tigating the before-fee and after-fee performance of SRI funds in relation to conventional 

funds. This was done in order to examine if socially responsible investors pay a price in 

terms of higher fees for putting ethical considerations into the investment decision. The 

same method was used as for Renneboog et al.’s (2007) study, concluding likewise that 

there is no difference in management fees between the two types of funds. The average 

management fee of conventional funds was however somewhat higher compared to ethical 

funds, with a value of 1.36% and 1.34% respectively (Gil-bazo et al., 2010).  

Bauer et al. performed a study on the phenomenon as well, discovering that the average 

management fee was higher for ethical funds compared to matched conventional funds. 

However, when the fees were added back before running Carhart’s four-factor model, they 

found no evidence for a significant difference in returns between the two types of funds 

(Bauer et al., 2005).  

Kreander et al. (2005) made a cross sectional analysis where management fees together 

with size and age were used as variables to explain the Jensen’s alpha measure in order to 

see why the performance differs between funds. A positive significance was found for the 

variable management fee, which indicates that skillful managers also charges higher fees. It 

was thus concluded that management fee is a meaningful variable in order to explain per-

formance (Kreander et al., 2005). The study demonstrates that management fees have an 

impact on performance, but omit if there is any difference in fees between different types 

of funds.  

3.7 Hypothesis Formulation 

Markowitz’s modern portfolio theory is stating that due to the restriction of the investment 

universe for ethical funds, they are expected to perform worse compared to conventional 
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funds. The stakeholder theory argues on the other hand that SRI fund managers are more 

likely to include long run profitable companies into the funds and hence compensate the 

potential loss due to the reduced diversification effect. The cost concerned school of social 

responsibility claims that there is a negative relationship between SRI and financial perfor-

mance, whereas the value creating school of thought views social responsibility as a win-

win situation where financial performance and SRI are instead interdependent.  

The overall result found by previous studies is stating that there is no significant difference 

in performance between ethical and conventional funds. Based on this together with the 

theoretical framework, the first out of two hypotheses are formulated as 

H0: there is no significant difference in risk-adjusted performance between ethical 

mutual funds and conventional mutual funds. 

H1: there is a significant difference in risk-adjusted performance between ethical 

mutual funds and conventional mutual funds. 

There has been less research investigating whether ethical funds has higher management 

fees due to screening and monitoring, which is believed to be the case by the cost con-

cerned school of social responsibility. The result from testing the potential phenomenon 

coincides and disaffirms the cost-concerned theory. Kreander et al. (2005) concluded that 

management fees has an impact on financial performance, although Bauer et al. (2005), 

Renneboog et al. (2007) as well as Gil-Bazo et al. (2010) did not found any significant dif-

ference in management fees between ethical and conventional funds. In order to extend 

this previous research, our second hypothesis is formulated as 

H0: there is no significant difference in management fees of ethical mutual funds 

versus conventional mutual funds. 

H1: there is a significant difference in management fees of ethical mutual funds ver-

sus conventional mutual funds. 

The two hypotheses is tested and the results is presented in section 5 of this thesis. Wheth-

er the null hypothesis is accepted or rejected will be stated in section 7. 

 



 

 
21 

4 Data & Method 

4.1 Data 

4.1.1 Data Selection 

Our study aims to investigate the relationship between two variables, ESG and perfor-

mance, and therefore we chose a quantitative data method in order to provide a justly re-

sult. Data of monthly returns, net management fees and over a 10-year period of time is re-

ceived from Morningstar Sweden with a period stretching from January 2005 to January 

2015. The mutual funds are registered in Sweden but take on a worldwide investment uni-

verse, though some is exclusively concentrated to the Swedish, American, Asian or Euro-

pean market. The original sample of funds registered in Sweden is 788 funds, 96 being eth-

ical. In order to narrow down our sample we had to establish some delimitations. Our 

analysis is considering equity funds2 solely since they contribute to the majority of available 

funds. Mixed funds and interest funds are excluded from the sample as they are not follow-

ing stock market fluctuations in the same manner as equity funds do (Swedbank, 2015), 

hence is therefore not equally interesting for the purpose of our study. We concentrate our 

sample to actively managed funds, meaning that through analysis and forecasts the manag-

ers try to generate a superior return in relation to the market index3. Funds with in incep-

tion date in 2014 or later is also excluded from the sample since newly established funds 

will likely fail to give a justly measure of performance. Due to these restrictions, our dataset 

is consisting of 303 mutual funds where 49 out of these funds invest ethically. A list of the 

funds included to our dataset is presented in the appendix.  

4.1.2 Survivorship Bias 

The survivorship bias was pointed out Brown, Goetzmann, Ibbotson & Ross (1992) and 

basically describes the tendency for dead funds to have suffered from poor performance 

historically. Omitting dead funds from the dataset will therefore generate an overestimation 

of the fund performance. However, the portion of dead funds is similar in our ethical da-

taset as in the conventional one. Since the aim of this study is not to measure historical per-

formance but to compare ethical fund performance to conventional funds, omitting these 

                                                
2 An equity fund is investing in equities to a minimum of 75% of total assets (Finansportalen, 2015). 

3 Index funds on the other hand is a passive form with the sole purpose of following a market index. 
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funds will not interfere with our purpose. Our dataset is therefore consisting of funds that 

survived up to 2015 and suffers from a survivorship bias, but due to the equal portion of 

dead funds the bias is not disturbing the comparison.  

4.1.3 The Four-Factor Model 

To estimate the fund’s risk-adjusted performance we need some factors as risk proxies. The 

market proxy minus the risk-free rate, SMB, HML and MOM used in Carhart’s four-factor 

model are collected from Kenneth R. French Data Library. SMB is a shortening for small-

minus-big, HML for high-minus-low and MOM for the momentum effect, or winners mi-

nus losers. The factors are pre-constructed within the database with a method outlined by 

Fama and French (2012) and described further below. In order to imitate the fund’s in-

vestment universe in the most appropriate manner, factors from Europe, North America, 

Japan, Asia pacific (Japan excluded) as well as Global factors are collected from the data-

base.  

4.1.4 Factor Constructions 

The first of the four factors (Rmt – Rft), are constructed by taking the returns of value-

weighted market portfolios in the different regions and subtract the one-month U.S. Treas-

ury bill rate. In order to create the SMB factors, stocks in the different regions are first 

ranked according to their market capitalization. Portfolios are then formed from the largest 

90 percent respectively the smallest 10 percent of the securities. The SMB factors are creat-

ed by taking the average return of the big portfolios deducted by the average return of the 

small portfolios. To construct the HML factors, stocks are instead ranked based on their 

book-to-market ratio. Value stocks are the top 70 percent from the ranking and growth 

stocks among the bottom 30 percent of the stocks. Two portfolios are created from the 

growth respectively the value stocks, and by taking the average returns of the value portfo-

lios subtracted by the average return of the growth portfolios, the HML factors are found. 

In order to calculate the MOM factors, stocks are first ranked based on their market capi-

talization. The stocks are then divided into two groups, one containing the largest 70 per-

cent of the stocks and one group including the smallest 30 percent. In both of these 

groups, stocks are then ranked according to their past performance, where ‘Losers’ are 

those among the 30 percent bottom performing stocks and ‘Winners’ the ones in the top 

30 percent. MOM are calculated by taking the average of the returns of the portfolios con-
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taining past top performing stocks and subtracting the average return of the portfolios with 

stocks having poor historical performance (Kenneth R. French Data library, 2015). 

4.2 Method 

4.2.1 Measuring Performance 

To measure the risk-adjusted performance, a stacked time series panel dataset was con-

structed with the monthly returns received from Morningstar Sweden together with the 

factors collected from Kenneth R. French database. The regressions4 are then run separate-

ly with ethical funds in one dataset as one portfolio and conventional funds in another, us-

ing time varying fixed effects. We set the returns as the dependent variable and the risk-free 

market proxy as independent to provide us with a Jensen’s alpha for the single-factor mod-

el CAPM, estimated by equation 5. 

Rt – Rft = α + β0(Rm – Rft) + εt  Equation 5. 

Secondly, other risk proxies such as SML, HML and MOM are added to the regression in 

order to compare Carhart’s four-factor model to CAPM as a model, and provide us with 

additional evidence for Jensen’s alpha. The factors are matched to each fund based on the 

investment universe, so that funds investing exclusively in Europe, Asia (ex. Japan), Japan, 

North-America or Globally are matched to Carhart’s factors for that particular market. The 

results is estimated by equation 6 below. 

Rt – Rft = α + β0(Rmt – Rft) + β1SMBt + β2HMLt + β3MOMt + εt  Equation 6. 

Carhart’s four-factor model is initially estimated on an aggregate time level, but will later be 

divided into three sub-periods5 to capture the impact of the financial crisis on the returns 

of the funds. Individual fund alphas are also estimated through Carhart’s four-factor model 

in order to identify outliers for ethical and conventional funds during the whole time peri-

od from 2005 to 2015. 

To make an additional check whether investing with ethical criteria’s has an impact on re-

turns or not, the whole dataset is used and a dummy variable called ‘Ethic’ is added, with 

                                                
4 GRETL is used as software for all of the regressions within our study. 

5 The periods being 2005-2007, 2008-2011 and 2012-2015. 
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ethical funds denoted 1 and conventional funds represented by 0. The regression is esti-

mated by equation 7 below. 

Rt – Rft = α + β0(Rmt – Rft) + β1SMBt + β2HMLt + β3MOMt + γEthic + εt  

      Equation 7. 

As the dummy variable does not vary over time, we cannot apply fixed effects to our panel 

regression as before. Therefore, we will perform a Breusch-Pagan statistic test to check if a 

panel regression with random effects is preferable to a pooled OLS regression when we es-

timate equation 7 above. 

4.2.2 Measuring Management Fees 

The yearly management fees6 are collected from Morningstar Sweden. The returns we re-

ceive from the same source is excluding management fees, which hereafter is referred to as 

‘after deduction of fees returns’, or after-fee returns. The expenses are then divided by 

twelve and added back to the returns, hereafter called ‘before deduction of fees returns’, or 

before-fee returns. The Jensen’s alpha is again estimated through a panel regression using 

the same method as before, except that the dependent variable is now changed to the be-

fore-fee returns. By comparing the result with the performance regression of equation 6, 

which were using after-fee returns, we can conclude whether differences in fees have any 

explanatory power for the performances of the two groups of funds. 

The management fees reported by Morningstar are the ones currently charged in 2015. Due 

to the limited amount of historical data, the model is tested using two different datasets. 

The first test is assuming that the management fees have been identical the whole time pe-

riod from 2005 to 2015. Considering AMF's yearly study of the evolvement of manage-

ment fees, it is evident that the fluctuations are quite small. The result from their report 

published in 2013 shows that during the time period 2005-2013, the average yearly change 

in the management fees of equity funds was -0.0175% (AMF Fonder, 2013). We have fur-

ther assumed that there is no difference in the amount of variation for either ethical or 

conventional funds. Yet we recognize that these are two strong assumptions. The risk-

adjusted performance is therefore also estimated by a second dataset, containing returns for 

the past twelve months solely and hence no assumptions of the annual fee is required, 

                                                
6 The management fees includes expenses to investment analysts and administrative charges like registration 

and storage costs. 
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however, the results are showing how management fees affected returns in 2014 and not 

for the whole time period 2005-2015.  
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5 Empirical Results 

5.1 Performance 

This chapter will begin with presenting some descriptive statistics of the mutual funds in 

our dataset. The average monthly return for the market is calculated based on the OMX30 

index provided by DataStream as a benchmark, even though many fund’s investment uni-

verse stretches far beyond the Swedish market.  

 

Table 2. Descriptive Statistics 

 

Average 

Monthly 

Return 

Min Max 
St. 

Dev. 

Average 

Mgmt 

Fee 

Average 

Fund 

Size 

Average 

Fund 

Age 

Total 

no. of 

Funds 

Ethical 0.94 -20.50 26.36 4.51 1.07 3593.22 15.23 49 

Conventional 0.89 -43.51 33.88 5.01 1.57 4209.96 12.85 254 

Market 0.56 -16.87 11.71 4.95 

  

       

Notes: Average fund size is calculated based on assets under management in million SEK.  Average 

fund age is expressed in years. 

 

Actively managed equity funds have outperformed the Swedish market for the past 10 

years, and interestingly, ethical funds have performed a higher average monthly return than 

conventional funds. The standard deviation is at the same time lower for ethical funds than 

conventional funds, also shown by the narrower spread between the highest and lowest re-

turn over the years. We also find that ethical funds actually have a smaller management fee 

on average, and are older and more mature than conventional funds. Expectedly, the fund 

size is bigger for conventional funds, even though we presumed the difference to be larger. 

Most of our findings in the descriptive statistics are contradicting the preconceptions of 

ethical funds and also previous studies such as Bauer et al. (2005). They did not found a 
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noteworthy difference in average return, while ethical funds were younger in age and suf-

fered from a higher expense ratio than their conventional counterparts.  

5.1.1 CAPM 

The most commonly used model for risk-adjusted mutual fund performance in early stud-

ies is the Capital Asset Pricing Model, where the intercept is interpreted as the Jensen’s al-

pha. The alpha implies the portion of return that cannot be explained by changes in the 

market, in other words the ‘excess return’. Applying CAPM as the model is our first step to 

test our first hypothesis. Equation 5 is applied to our panel dataset for the ethical portfolio 

and the conventional portfolio respectively, and the output of the model is expressed in ta-

ble 3 below. To demonstrate the relative performance of ethical mutual funds and conven-

tional mutual funds, a difference portfolio is constructed by subtracting the conventional 

results from the ethical results. 

 

Table 3. Results CAPM 

 

Alpha Market β R2
adj 

Ethical 0.607*** 0.617*** 0.527 

 

(0.043) (0.008) 

 

    Conventional 0.533*** 0.615*** 0.426 

 

(0.025) (0.005) 

 

    Difference 0.074 0.002 

 Notes: Standard errors are presented in the parenthesis. 

*** Significant at the 1% level. 

 

The results from table 3 suggest a positive and highly statistical significant alpha for both 

ethical and conventional funds. Both fund categories have over-performed relatively to the 

market, with a slightly higher alpha generated by the ethical portfolio but not enough for 

any significant difference between the two investment approaches. Interestingly, our ethical 

and conventional portfolios are almost equally market sensitive. 
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5.1.2 Carhart’s Four-Factor Model 

Carhart’s four-factor model takes the market but also investment styles such as size, book-

to-market ratio and the momentum effect into account. Table 4 presents us with the results 

of the multi-factor model when equation 6 is applied to our panel dataset.  

 

Table 4. Results Carhart's Four-Factor Model 

 

Alpha Market  β SMB HML MOM R2
adj 

Ethical 0.644*** 0.620*** 0.212*** -0.120*** -0.060*** 0.536 

 

(0.044) (0.009) (0.024) (0.025) (0.013) 

 

       Conventional 0.557*** 0.622*** 0.311*** -0.132*** -0.040*** 0.443 

 

(0.025) (0.005) (0.013) (0.014) (0.007) 

 

       Difference 0.087 -0.002 -0.099 0.012 -0.02 

 Notes: Standard errors are presented in the parenthesis. 

*** Significant at the 1% level. 

 

Previous studies have shown that the four-factor model has a higher adjusted R2 then the 

single-factor model CAPM and is therefore a better-suited model to measure performance 

(Bauer et al., 2005). We notice a small increase in our outcome as well, implying that our 

risk-adjusted returns are somewhat more explained with the four-factor model. All factors 

in our model are in fact statistically significant, including the alphas which ones again turns 

out to be positive, although the alphas as well as the difference portfolio is slightly higher 

than for the outcome of the CAPM model. The SMB coefficient is implying that ethical 

funds are more exposed to large caps than conventional funds, while the negative HML 

coefficient suggest that ethical and conventional funds are both invested in growth-stocks, 

although ethical funds tend to be somewhat more value-oriented. These factors are both 

contradicting what Bauer et al. (2005) found in their study.  
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To ensure the relative indifference in performance of the two fund portfolios, a panel da-

taset containing all funds were constructed and a dummy variable were added. The Breush-

Pagan statistic test resulted in a low p-value, implying that a panel regression with random 

effects is preferable to a pooled OLS regression. The outcome7 showed that the dummy 

variable were statistical insignificant, indicating that the risk-adjusted return is not explained 

by the fact whether the fund have ethical attributes or not.   

The ten-year time period used to study the funds is a long interval where a lot of things 

might happen in the financial market. To capture possible differences in the risk-adjusted 

returns during these years and also to investigate the evolvement of the ethical funds over 

time, the initial time period has been divided into three sub-periods. On the basis of the 

global financial crisis, the years are split into the following groups: 2005-2007, 2008-2011 

and 2012-2015. With these three time periods we are able to discover how the funds have 

reacted and recovered in relation to the crisis.  

Due to the fund’s different inception dates, the alphas are calculated on varying amount of 

funds for the sub-periods. The before crisis period consists of 164 conventional funds and 

38 ethical funds, during crisis there was 209 conventional and 39 ethical funds and the post 

crisis period consists of our whole sample, 254 conventional and 49 ethical funds. 

Table 5. Alpha's divided into Sub-Periods 

 

Before Crisis  

2005-2007 

During Crisis     

2008-2011 

Post Crisis  

2012-2015 

Ethical 0.366*** 0.219*** 0.903*** 

 

(0.098) (0.082) (0.057) 

    Conventional 0.429*** 0.016 0.870*** 

 

(0.064) (0.046) (0.035) 

    Difference -0.063 0.203 0.033 

Notes: Standard errors are in parenthesis. 

*** Significant at the 1% level. 

 

                                                
7 A table of the outcome is presented in the appendix as ’Appendix 2’. 
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The result for Carhart’s four-factor alpha in the three time intervals, respectively for ethical, 

conventional and the difference portfolio is presented in table 5 above. All alphas are sig-

nificant except for conventional funds in the period during crisis. Judging by the first and 

last sub-periods, it is confirmed that there are no significant difference in performance be-

tween ethical and conventional funds. But interestingly, for the time period during crisis, 

the alpha in the difference portfolio increases to a value of 0.2. This result implies that ethi-

cal funds have performed a somewhat higher risk-adjusted return compared to convention-

al funds during the financial crisis. Comparing the alphas for the different time periods, it is 

noted that the performance in the post-crisis period is the double of the pre-crisis period 

both for conventional and ethical funds. 

In order to get an overview of the distribution and to display possible outliers of the risk-

adjusted alphas, Carhart’s four-factor model is tested on an individual fund basis. Figure 4 

below displays the frequency distribution of the individual alphas, where the blue bars rep-

resents the performance of conventional funds and the red bars indicates ethical funds. 

Figure 4. Frequency Distribution of Jensen's Alpha 

 
Notes: The values of individual alphas are presented in the appendix as ‘Appendix 1’. 
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The number of funds on the vertical axis indicates an alpha of 0.6 to be the most common 

value for conventional funds, with a frequency of 13%. The value is slightly higher for the 

ethical funds, where 24% of the funds have an alpha of 0.8. Interestingly, some differences 

between ethical and conventional funds are detected. With a narrow range of alphas from 

0.18 to 1.52, not a single one of the ethical funds performed a negative risk-adjusted return. 

Conventional funds on the other hand displayed a more widespread range, with a mini-

mum alpha of -1.26 and a maximum of 3.07 and thus also stand for the largest outliers 

within the distribution.  

5.2 Management Fees 

The result from analyzing the effect of management fees on fund performance through 

Carhart’s four-factor model considering the whole time period is presented in table 6. For 

this test, we assumed that the management fees have been the same for the whole time pe-

riod. The table contains alphas for ethical and conventional funds before and after fees 

have been deducted.8  

 

Table 6. Alphas Before and After Fees. Period: 10 years 

 

Before fees After fees R2
adj  before R2

adj after 

Ethical 0.645*** 0.644*** 0.539 0.539 

 

(0.044) (0.044) 

  
     Conventional 0.556*** 0.557*** 0.442 0.445 

 

(0.025) (0.025) 

  
     Difference 0.089 0.087 

  Notes: Standard errors are presented in the parenthesis. 

*** Significant at the 1% level. 

 

Comparing the alphas of the before-fees returns and the after-fees returns suggests that the 

alpha for the ethical funds increases with 0.001 while the alpha for the conventional funds 

                                                
8 The after fees-alpha’s is the same as the alpha’s in table 4. 
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decreased slightly by 0.001. The changes in the difference portfolio is positive by 0.002, 

suggesting that the management fees for the ethical funds have been somewhat higher and 

thus affects the performance in a negative way. However, the change in the alpha for ethi-

cal funds is insignificant hence we cannot state that ethical funds suffer from higher man-

agement fees.  

Since the assumption that management fees have been the same for the whole time period 

is rather strong, an additional test was carried out with a time period of 12 months as we 

know for sure that the management fees are accurate for that period. The test is based on 

data stretching from January 2014 to January 2015 and the result is presented in table 7 be-

low.  

 

Table 7. Alphas Before and After Fees. Period: 12 months 

 

Before fees After fees R2
adj  before R2

adj after 

Ethical 1.747*** 1.746*** 0.497 0.497 

 

(0.085) (0.085) 

  

     Conventional 1.703*** 1.702*** 0.232 0.232 

 

(0.060) (0.060) 

  

     Difference 0.044 0.045 

  Notes: Standard errors are presented in the parenthesis. 

***Significant at the 1% level. 

 

Table 7 illustrates that by using a shorter time period the alpha increases with 0.001 for 

both ethical and conventional funds when comparing the before-fees and after-fees re-

turns. The difference of the difference portfolio is now -0.001, which is a quite small 

change. Since the increase in alphas is identical for ethical and conventional funds, the 

funds are representing an equal part of this change and hence no differences in the man-

agement fees are found.  

The overall result from the tests of management fees indicated that adding back the man-

agement fees to the returns of does not drastically change the differences in the alpha 
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measure between ethical and conventional funds. Hence no significant difference is found 

in management fees between the two types of funds. The findings from these tests are in 

line with previous results by authors like Bauer et al. (2005), Gil Bazo et al. (2010) and 

Renneboog et al. (2007) as non of them found a statistical difference in the returns after 

adding back the fees. The two tests using different time periods in our study generated sim-

ilar results, suggesting that our strong assumption that management fees have been con-

stant over the 10 year time period did not affect the result to a large extent.  
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6 Analysis of Results 

6.1 Performance 

Even though socially responsible investments have become considerably recognized within 

the last decade, some investors are still neglecting ethical investments in favor for conven-

tional methods. Many scholars have sought to answer the question whether investing with 

ethical criteria has an impact on mutual fund financial performance or not. The first null 

hypothesis derived from our theoretical background states that there is no significant dif-

ference in financial performance of ethical and conventional funds. Previous research 

shows various results, most of them discovering no difference in performance. However, 

numerous factors are impacting performance and may explain some abnormalities in re-

sults of studies. This thesis is presenting previous studies performed in different markets, 

with different time periods and with different models to estimate performance. Additional-

ly, the term ‘ethical’ is vague and authors may have different definitions when selecting eth-

ical funds. There are limited studies published concentrating on equity funds registered in 

Sweden, making our paper somewhat pioneering in the field but the characteristics of the 

study is still comparable to previous studies and theories.  

Ethical funds are subject to constraints on the investment universe and should therefore 

contain different holdings than conventional funds. The modern portfolio theory is sup-

porting that the due to the limited investment universe of ethical funds, they are naturally 

less diversified and hence more risky then conventional funds. According to our descriptive 

statistics, ethical funds generates higher average return and bear at the same time lower risk 

in relation to conventional funds. Our study shows that both ethical and conventional 

funds are outperforming the market. However, since our dataset contains survivorship bias, 

the over-performance is questionable but the interesting part is the difference on the two 

fund portfolios. Ethical funds generate a higher risk-adjusted alpha, implying that they gen-

erally perform a higher return for a given level of risk. But though the difference between 

our ethical and conventional portfolio is not significant, we cannot claim that ethical funds 

perform better or worse. Our findings are thus neither supporting the theory of the cost-

concerned school, nor finds evidence for the value-creating school. However, the value-

creating school suggests that value though SRI is created in the long run. According to our 

sub-periods in table 5, the ethical funds perform worse than conventional funds in the be-

ginning of our time period. During the financial crisis in 2008 and beyond, ethical funds 
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generates a superior performance relative to conventional funds. The result is not statisti-

cally significant but might be an indicator that ESG factors actually are creating value over 

time.  

Some results of our presented previous studies deviates from the typical ‘no difference’. 

Which period of time the study is based on together with how developed the specific mar-

ket was in that time seems to have the main impact on the results. Two out of the three 

negative results of UNEP Financial Initiative’s (2007) review are actually the oldest ones in 

the study, starting in 1960’s and ending around 2000. The third have a time span of three 

years, which might be a bias and the reason for the negative result. Almost all of the re-

mainder studies are starting around 1990 and forward, resulting in a neutral or positive rela-

tionship. Renneboog et al. (2008) found that ethical funds perform worse than their con-

ventional counterparts in some countries, including Sweden. However, the study was con-

ducted on a time period of 1991-2003, where ethical funds was less developed in Sweden 

than in countries like the US and UK. The majority of our previous studies have a time 

span roughly between 1990-2000, pre-crisis. As stated in the introduction, the financial cri-

sis gained ESG recognition and SRI evolved to become more mainstream than niche. By 

looking at the trend of previous studies and the sub-period of ours, we might expect future 

studies to show less difference and even lean more towards superior performance of ethical 

funds.  

The market for SRI is definitely developing constantly. Bauer et al. (2005) found in their 

study that ethical funds in Europe are more exposed to small caps, while the opposite were 

true for US funds. Our study shows that funds registered in Sweden are nowadays more 

alike US funds, implying that as Europe and Sweden were lagging behind US a few years 

ago, they are now becoming more similar as they develop. Why ethical funds are more in-

vested in large cap firms could be explained by the fact that large caps have more potential 

to invest in CSR practices than small cap firms, and is therefore more likely to be included 

into an ethical portfolio. But as the market develops, new questions arise regarding the dif-

ference between ethical and conventional funds. How different are they exactly? Since ESG 

has gained recognition, firms are trying their hardest to avoid any association with the term 

‘unethical’. It would take a lot for a company to be excluded by a norm-based screening. 

The increasing implementations of framework and standards is making the difference be-

tween ethical and conventional funds fading, especially for such a market as Sweden were 

the majority of fund managers uses norm-based and sector-based screening. It might be the 
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case that a larger difference were to be found if other approaches such as best-in-class were 

the rule and not the exception within the market.  

While analyzing the frequency distribution of individual alphas in figure 5, bear in mind 

that the sample of funds includes five times more conventional than ethical funds. Com-

paring the individual performances of ethical and conventional funds, it is evident that the 

range of alphas is larger for conventional funds than for ethical funds. In contrast to con-

ventional funds, all ethical funds performed an alpha above zero thus showed excess re-

turns of the market. This is suggesting that in general, it pays off to invest ethically. These 

results support the value creating school that claims ethical investing to be profitable. An-

other theory that is in line with these findings is the stakeholder theory. Barnett and Salo-

mon (2006) suggests that screening funds through social criteria’s also means that fund 

managers have larger possibilities to include companies with good stakeholder relationships 

into the funds. Those companies are further argued to display long term profitability, 

which is evident from the excess returns of all ethical funds during the ten-year time peri-

od. Even if the ethical funds do not display any negative alphas, the conventional funds 

however stands for the highest performing funds within the sample. This finding might 

contradict the diversification and selectivity relationship presented as figure 3 in our theo-

retical framework. Even though long run profitable companies tends to be included to eth-

ical portfolios through screening, it might not be compensating the whole cost from the 

loss of diversification effect. The larger spread and higher values of alpha’s for convention-

al funds compared to ethical is supporting the modern portfolio theory’s expected return-

variance rule, which argues that funds with higher risk is also expected to have greater pos-

sibilities of generating higher returns. 

6.2 Management Fees 

The cost-concerned school of social responsibility argues that the screening process of SRI 

funds also tends to result in higher transaction costs and management fees (Tippet, 2001). 

It is reasonable to believe that some extra costs could arise when choosing companies to 

invest in since besides financial information, details about ethical concerns need to be ac-

counted for in the screening process. The theory suggests that these costs may be passed 

on to investors in terms of higher management fees. Our descriptive statistics shows that 

the average management fees were higher for conventional funds in relation to ethical, op-

posing the cost-concerned theory and also the findings by Bauer et al (2005) and Gil-bazo 
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et al (2010). The remaining authors presented in previous studies are however displaying 

results in line with ours.  

The first test of Carhart’s four-factor model is subject to the strong assumption that man-

agement fee have been constant for the whole time period. The empirical result showed an 

increase in the difference portfolio with an insignificant amount of 0.002. The difference 

increased by an even smaller amount of 0.001 when the 12-month period was tested solely, 

thus ethical funds do not suffer from higher management fees and the result is again op-

posing the cost-concerned theory. By judging from our fund sample, the most commonly 

used screening approaches within Sweden are sector-based and norm-based exclusion, 

which could be an explanation of the similarities in management fees between ethical and 

conventional funds. These approach would naturally impose smaller screening costs com-

pared to for example the engagement and active ownership screening, where fund manag-

ers are trying to influence the companies concerns about social responsibility through for 

example shareholder votes and sometimes also physical visitations.  

Comparing the result of the difference in the before-fee and after-fee alpha with those of 

previous studies, the findings are in line with Bauer et al. (2005), Renneboog et al. (2007) 

and Gil-Bazo et al. (2010). These studies all examined other markets and time periods 

compared to our analysis, thus the past and previous trend from a worldwide perspective 

has been that there is no difference in management fees between ethical and conventional 

funds. Renneboog et al. (2007) however displays a change of 1.3 in the alpha of the Euro-

pean SRI funds, which is large difference compared to our analysis. The conflicting results 

of Renneboog et al. and our study could be due to the fact that they used an earlier time 

period, namely 1991-2003. In this period of time, ethical funds were not as established on 

the European market as it was for our timeframe, hence screening and monitoring ethical 

funds would probably incur higher costs back then and so the management fees would 

naturally have a higher impact on performance. However, Europe contains far more mar-

kets than the Swedish, hence the comparison is somewhat ambiguous. Kreander et al. 

(2005) concludes that the management fees are an important variable affecting fund per-

formance, which contradicts the results of our study where no large effect on the returns 

was shown after adding back the fees for neither conventional nor ethical funds.  
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6.3 Discussion 

As the ethical market develops, it becomes easier for investors to pursue SRI. The means 

for companies to implement CSR is growing extensively and the incentives and standards 

has become prevalent. The Internet is educating consumers as well as investors, increasing 

the cost of getting something wrong and the benefits of doing something right. The en-

hanced transparency benefits the public interest and puts pressure on companies to im-

prove ESG disclosure. These activities are benefiting the environment and social welfare as 

well as creating a good reputation for companies and in the end, increasing their profits. 

Overall, it becomes easier for the fund managers to find and decide which companies to 

invest in, so the cost of screening a portfolio is decreasing over time since most of the 

‘hard work’ already has been carried out. Evidently, the cost of an ethical portfolio has less-

er impact on the return on investment today than before. The cost-concerned theory seems 

to have been proved wrong, as our results is supporting the value-creating school to a larg-

er extent. As the ethical market matures, the investment universe is evidently wide enough 

for diversification. Since the main argument for SRI is the long-term profit, we should gain 

more evidence if it pays off to invest ethically as we move forward.  

The authors believe that ethical practices will in time become conventional, concerning 

companies employing CSR policies as well as investors choosing a fund with ethical crite-

ria’s.  

6.4 Further Research 

Some additional questions have arisen during the process of writing this thesis. Foremost, 

it would be interesting for future studies to shed light on the difference in holdings be-

tween ethical and conventional funds. Capturing such underlying factors would better ex-

plain why there is a lack of difference in performance between the two types of funds. As 

previous studies has indicated that the largest portion of ethical investors are women, it 

would be interesting for future studies to see if this will still be the case as the ethical fund 

market further develops. Also, because of societies enhanced concerns about social, envi-

ronmental and governance factors it would also be interesting to study the performance 

from another perspective than pure financially, for example how SRI actually contributes 

to society in the long term. Fourthly, it would be interesting to compare different screening 

approaches to see whether one method is superior another in terms of financial return. 

Since the market for our study contains a majority of sector- and norm-based screening, it 
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would also be interesting to focus on a market were other screening approaches are more 

common and in that way capture if such screenings is causing a greater difference between 

ethical and conventional funds in terms of management fees. Lastly, another topic sugges-

tion would be to investigate the development of management fees historically, which might 

grasp why there is preconceptions about ethical management fees if a larger difference is 

found back then. 
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7 Conclusion 

There has been a circulating debate on ethical matters within finance for years, both oppo-

nent sides arguing a good point. The question we sought to answer with our study was if 

there is any difference in financial performance of traditional investment styles compared 

to socially responsible investments. The focus has been actively managed equity mutual 

funds registered in Sweden, with a time period between 2005-2015. The results of previous 

studies within the field are inconsistent, but overall the same conclusion is drawn: there is 

no difference in performance.  

According to our descriptive statistics, ethical funds have generated higher returns on aver-

age compared to conventional funds, meanwhile the average standard deviation was lower. 

In order to compare the risk-adjusted performance, CAPM and Carhart’s four-factor mod-

el was applied to the dataset and our analysis is supporting the findings of the majority of 

previous studies. We can conclude that there has been no significant difference in perfor-

mance between the two types of funds for the past ten years, hence we are accepting our 

first null hypothesis. Judging by our sub-periods, there seem to be a positive trend over the 

years in favor for ethical funds.  

The second purpose of this study was to investigate whether there is a difference in man-

agement fees between ethical and conventional funds that impacts the returns of the funds. 

It is evident from the result that the average management fees are somewhat higher for 

conventional compared to ethical funds. However, no significant change was found in the 

difference portfolio between ethical and conventional funds when neither the whole time 

period nor past 12 months was run with Carhart’s multi-factor model using the before-fee 

returns. Hence we support our second null hypothesis as well and conclude that there is no 

significant difference in management fees of ethical and conventional funds. This result is 

the opposite of what was expected from the cost concerned school’s arguments saying that 

ethical funds may have larger management fees due to additional transaction costs generat-

ed by the screening process, but is in line with the results found by previous authors inves-

tigating the subject. 

Conclusively, Swedish fund investors do not seem to pay a price by investing with social 

and environmental features. There is no significant difference in either financial perfor-

mance or management fees between ethical and conventional funds.  
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Appendix 

Appendix 1. Individual Alpha's 

Conventional Funds 

Nr Fund Name Alpha 
 

1 Agenta Globala Aktier 0,568684 ** 

2 Agenta Svenska Aktier 0,722536 ** 

3 Agenta Tillväxtmarknader 0,146763  

4 Aktie-Ansvar FondSelect Global 0,482546 ** 

5 Alfred Berg Ryssland 0,132495  

6 Alfred Berg Sverige Plus A 0,665574 ** 

7 Allra Strategi Modig 0,741556 ** 

8 Allra Strategi Modig B 0,584746  

9 AMF Aktiefond Asien Stilla havet 0,456895  

10 AMF Aktiefond Europa 0,438285 * 

11 AMF Aktiefond Global 0,439855 * 

12 AMF Aktiefond Mix 0,594228 * 

13 AMF Aktiefond Nordamerika 0,397892  

14 AMF Aktiefond Småbolag 0,897623 *** 

15 AMF Aktiefond Sverige 0,843405 *** 

16 AMF Aktiefond Världen 0,585754 ** 

17 Avanza 100 1,0697 *** 

18 Caprifol Nordiska Fonden 0,633662  
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19 Carnegie Afrikafond 0,0633979  

20 Carnegie Asia 0,0395704  

21 Carnegie Emerging Markets 0,303715  

22 Carnegie Indienfond 0,713346  

23 Carnegie Rysslandsfond 0,418504  

24 Carnegie Småbolagsfond 1,57343 ** 

25 Carnegie Sverigefond 0,930692 *** 

26 Case 0,145204  

27 Catella Reavinst fond 0,709648 ** 

28 Catella Småbolag 0,746335 *** 

29 Cicero Emerging Markets 0,188557  

30 Cicero Focus 0,740513 ** 

31 Cliens Sverige Fokus 0,821078 * 

32 Coeli Ekvator Global Megatrend 0,0724412  

33 Coeli Select Brasilien -0,41653  

34 Coeli Select Sverige 1,40895 ** 

35 Danske Invest Europa 0,44295 * 

36 Danske Invest Horisont Aktie 0,590086 ** 

37 Danske Invest Horisont Aktie utd 0,693966  

38 Danske Invest Sverige 0,906555 *** 

39 Danske Invest Sverige Fokus 0,737147 ** 

40 Danske Invest Sverige utd 0,608205  

41 Danske Invest Sverige/Europa 0,621593 ** 
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42 Didner & Gerge Aktiefond 1,1423 *** 

43 Didner & Gerge Global 1,40815 *** 

44 Didner & Gerge Småbolag 1,41812 *** 

45 DNB Sverige Koncis A 0,728369 ** 

46 DNB Sverige Koncis B 0,69843  

47 East Capital Balkanfonden 0,196937  

48 East Capital Baltikumfonden 0,0765553  

49 East Capital Rysslandsfonden 0,204433  

50 East Capital Turkietfonden 0,663378  

51 East Capital Östeuropafonden 0,159413  

52 Enter Select 0,70348 * 

53 Enter Select Pro 0,914703 *** 

54 Enter Sverige 0,658876 ** 

55 Enter Sverige Pro 0,781925 ** 

56 Ethos Aktiefond 0,724256 ** 

57 Granit Kina 130/30 0,0638722  

58 Granit Småbolag 0,640784  

59 Granit Sverige 130/30 0,191595  

60 Granit Trend 100 0,875763 ** 

61 Gustavia Balkan SEK 0,279264  

62 Gustavia Energi & Råvaror -0,783156  

63 Gustavia Global Tillväxt 0,619951 ** 

64 Gustavia Kazakstan/Centralasien -1,26352 * 
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65 Gustavia Ny Teknik 0,654548  

66 Gustavia Ryssland -0,677701  

67 Gustavia Småbolag 0,75667 * 

68 Gustavia Sverige SEK 0,812126 ** 

69 Handelsbanken Amerikafond 0,532859 * 

70 Handelsbanken Amerikafond utd 1,43991  

71 Handelsbanken Asienfond 0,196675  

72 Handelsbanken AstraZeneca Allemans 1,08192 *** 

73 Handelsbanken Bostadsrätterna 0,785747 ** 

74 Handelsbanken Europafond 0,286591  

75 Handelsbanken Globalfond 0,361647  

76 Handelsbanken Japanfond 0,142831  

77 Handelsbanken Latinamerikafond 0,776483  

78 Handelsbanken Latinamerikafond utd -0,322751  

79 Handelsbanken Läkemedel SEK 0,847594 *** 

80 Handelsbanken Norden Aggressiv 0,644464 ** 

81 Handelsbanken Nordenfond 0,635836 ** 

82 Handelsbanken Nordiska Småbolag 0,818704 *** 

83 Handelsbanken Nordiska Småbolag utd 1,28659 ** 

84 Handelsbanken Offensiv 100 0,442453 * 

85 Handelsbanken Svenska Småbolag 1,03951 *** 

86 Handelsbanken Svenska Småbolag utd 1,46633 ** 

87 Handelsbanken Sverige/Världen 0,565111 ** 
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88 Handelsbanken Sverigefond 0,787689 ** 

89 Handelsbanken Tillväxtmarknad 0,574746  

90 Handelsbanken Tillväxtmarknad utd 0,486488  

91 Handelsbanken Östeuropafond 0,177332  

92 HealthInvest MicroCap Fund 1,08045  

93 HealthInvest Value Fund A 1,43853 *** 

94 HealthInvest Value Fund B 1,23726 *** 

95 Humle Småbolagsfond 0,84505 ** 

96 ICA Banken Modig 0,998694 ** 

97 IKC Filippinerna A 1,17156  

98 IKC Filippinerna B 1,0419  

99 IKC Global Brand 0,964452 *** 

100 IKC Tre Euro Offensiv 0,553568  

101 Indecap Guide Global A 0,333614  

102 Indecap Guide Sverige 0,703867 ** 

103 Indecap Guide Tillväxtmarknadsfond 0,403171  

104 Inside Active Global 0,505452  

105 Inside Asia 0,200886  

106 Inside Australia 0,286923  

107 Inside Canada 1,153 *** 

108 Inside Sweden 0,312281  

109 Inside USA 0,940746 * 

110 Inside USA Small Cap 0,540157  
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111 JRS Growth 0,135396  

112 Lannebo Småbolag 1,03122 *** 

113 Lannebo Sverige 0,776276 ** 

114 Lannebo Sverige 130/30 0,959025 * 

115 Lannebo Sverige Flexibel 0,866391  

116 Lannebo Utdelningsfond 0,389748  

117 Lannebo Vision 0,485716  

118 Lundmark & Co Aktiv Europa -0,0322007  

119 Länsförsäkringar Asienfond 0,0211377  

120 Länsförsäkringar Europa Aktiv 0,265447  

121 Länsförsäkringar Global Aktiv 0,310684  

122 Länsförsäkringar Japanfond 0,0577965  

123 Länsförsäkringar Offensiv 0,356896  

124 Länsförsäkringar Småbolag Sverige 0,886086  

125 Länsförsäkringar Sverige & Världen 0,325166  

126 Länsförsäkringar Sverige Aktiv 0,691894 ** 

127 Länsförsäkringar Tillväxtmarknad Aktiv 0,302318  

128 Länsförsäkringar USA Aktiv 0,510924 * 

129 Mobilis Fokus 0,0377684  

130 Navigera Aktie 1,00245 ** 

131 Navigera Aktie 1 0,499345  

132 Navigera Aktie 2 0,808535 * 

133 Navigera Tillväxt 0,831122 * 
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134 Navigera Tillväxt 1 0,526335  

135 Navigera Tillväxt 2 0,419006  

136 Nordea Alfa 0,505242 * 

137 Nordea Latinamerikafond 0,584946  

138 Nordea Nordenfond 0,451457 * 

139 Nordea Olympia 0,532351  

140 Nordea Småbolagsfond Sverige 0,551979  

141 Nordea Stratega 100 0,494153 * 

142 Nordic Equities Strategy 0,479193 * 

143 Nordic Equities Sweden 0,279854  

144 Nordnet Aggressiv 0,521706 ** 

145 OPM Listed Private Equity 0,904459 ** 

146 Peab-fonden 0,409496  

147 PriorNilsson Realinvest A 2,46743 *** 

148 PriorNilsson Sverige Aktiv A 1,37924 ** 

149 PriorNilsson Sverige Aktiv B 1,3786 ** 

150 PSG Small Cap 0,471957  

151 SEB Aktiesparfond 0,569553 ** 

152 SEB Asienfond ex-Japan 0,269206  

153 SEB Dynamisk Aktiefond 0,455705  

154 SEB Dynamisk Aktiefond Utd 1,68273 ** 

155 SEB Emerging Marketsfond 0,552351  

156 SEB Europafond 0,232444  
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157 SEB Europafond Offensiv 0,273292  

158 SEB Europafond Småbolag 0,6323336 ** 

159 SEB Fastighetsfond 0,589341  

160 SEB Japanfond 0,0313821  

161 SEB Latinamerikafond 0,531169  

162 SEB Läkemedelsfond 0,865111 *** 

163 SEB Nordamerika Små och Medelstora Bolag 0,53171  

164 SEB Nordamerikafond 0,450411  

165 SEB Nordamerikafond Småbolag 0,662732 * 

166 SEB Nordenfond 0,53638 * 

167 SEB Nordenfond utd 1,34652 *** 

168 SEB PB Europeisk Aktieportfölj 0,151455  

169 SEB Private Banking Global 0,0745783  

170 SEB Schweizfond 0,686936 ** 

171 SEB SKF Allemansfond 0,732193 * 

172 SEB Strategi Global 0,20778  

173 SEB Swedish Focus 0,800695 ** 

174 SEB Swedish Focus Fund utd 0,707607  

175 SEB Swedish Value 1,04231 ** 

176 SEB Sverige Småbol C/R utd 1,37175 ** 

177 SEB Sverige Småbolagsfond utd 1,36949 ** 

178 SEB Sverigefond 0,709897 ** 

179 SEB Sverigefond Chans/Risk 0,677589 ** 
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180 SEB Sverigefond Chans/Risk utd 0,798308 * 

181 SEB Sverigefond Småbolag 0,855198 *** 

182 SEB Sverigefond Småbolag C/R 0,873534 *** 

183 SEB Sverigefond Stora bolag 0,774019 *** 

184 SEB Teknologifond 0,386  

185 SEB Östeuropafond 0,194104  

186 Simplicity Afrika 0,218171  

187 Simplicity Asien -0,528702  

188 Simplicity Indien 0,142055  

189 Simplicity Kina -0,345011  

190 Simplicity Norden 0,428114  

191 Simplicity Nya Europa -0,454891  

192 Skandia Asia 0,00932678  

193 Skandia SMART Offensiv 0,505015 ** 

194 Skandia Småbolag Sverige 1,00376 *** 

195 Skandia Sverige 0,679831 ** 

196 Skandia Tillväxtmarknadsfond 1,00293  

197 Skandia Time Global 0,731615 ** 

198 Skandia USA 0,456448  

199 Skandia Världen 0,296055  

200 Solidar Fonder Aggressiv Plus 1,18943 ** 

201 Solidar Fonder Flex 100 A 0,858976 *** 

202 Solidar Fonder Flex 100 B 1,08516 ** 
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203 Solidar Fonder Flex 100 Plus 0,91514 ** 

204 Solidar Fonder Sverige 0,131359  

205 Sparbanken Aktiefond Sverige 0,674221 * 

206 Sparbanken Global 0,50364 * 

207 Sparbanken Tillväxt 0,506111  

208 Spiltan Aktiefond Dalarna 0,510891 * 

209 Spiltan Aktiefond Investmentbolag 1,45024 *** 

210 Spiltan Aktiefond Småland 1,18042 *** 

211 Spiltan Aktiefond Stabil 0,849956 *** 

212 Spiltan Aktiefond Sverige 0,584873 * 

213 SPP Aktiefond Stabil 2,01499 *** 

214 SPP Bygga -0,0247585  

215 Strand Småbolagsfond 0,703402 ** 

216 Swedbank Robur Access Emerging Markets 0,128575  

217 Swedbank Robur Access Offensiv 0,397192 * 

218 Swedbank Robur Aktiefond Pension 0,554332 ** 

219 Swedbank Robur Allemansfond Komplett 0,508755 ** 

220 Swedbank Robur Amerikafond 0,471763  

221 Swedbank Robur Asienfond 0,19682  

222 Swedbank Robur Europafond 0,280361  

223 Swedbank Robur Europafond MEGA 0,363972  

224 Swedbank Robur Exportfond 0,72791 * 

225 Swedbank Robur Global Emerging Markets 0,0343438  
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226 Swedbank Robur Global High Dividend SEK 0,355154  

227 Swedbank Robur Globalfond 0,377076  

228 Swedbank Robur Globalfond Mega 0,43982 * 

229 Swedbank Robur IP Aktiefond 0,472464 * 

230 Swedbank Robur Japanfond 0,0909303  

231 Swedbank Robur Kapitalinvest 0,456161 ** 

232 Swedbank Robur Kinafond 0,111241  

233 Swedbank Robur Medica 0,773644 ** 

234 Swedbank Robur Nordenfond 0,507005 * 

235 Swedbank Robur Ny Teknik 0,788907 ** 

236 Swedbank Robur Realinvest 0,830227 ** 

237 Swedbank Robur Rysslandsfond 0,267918  

238 Swedbank Robur Råvarufond -0,09537  

239 Swedbank Robur Småbolagsfond Europa 0,478646 * 

240 Swedbank Robur Småbolagsfond Norden 0,626668 ** 

241 Swedbank Robur Småbolagsfond Sverige 0,922548 *** 

242 Swedbank Robur Sweden High Dividend 0,545228  

243 Swedbank Robur Svensk Aktieportfölj 0,777876 ** 

244 Swedbank Robur Sverigefond 0,701186 ** 

245 Swedbank Robur Sverigefond MEGA 0,770497 ** 

246 Swedbank Robur Technology 0,483982  

247 Swedbank Robur Östeuropafond 0,301527  

248 Tundra Frontier Opp A 2,07917 ** 
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249 Tundra Nigeria and Sub-Sahara -0,677758  

250 Tundra Pakistan Fund A 3,07767 ** 

251 Tundra Rysslandsfond -1,0536  

252 Öhman Global Growth 0,498029  

253 Öhman Global Sustainable Brands 0,609272 ** 

254 Öhman Sverigefond 0,685784 ** 

 

 

 

Ethical Funds 

Nr Fund name Alpha 
 

255 Aktie-Ansvar Europa 0,382943 * 

256 Aktie-Ansvar Sverige 0,723497 ** 

257 Cicero SRI Sverige 0,534863 * 

258 Cliens Sverige A 0,866692 *** 

259 Cliens Sverige B 0,866692 *** 

260 Cliens Sverige C 0,8936 *** 

261 DNB Småbolagsfond A 1,01566 *** 

262 DNB Småbolagsfond B 1,38596 ** 

263 DNB Sweden Micro Cap 1,06311 *** 

264 DNB Sverigefond A 0,701162 ** 

265 DNB Sverigefond B 0,759019  

266 DNB Utlandsfond A 0,471031 * 
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267 DNB Utlandsfond B 1,17062 ** 

268 Folksam Framtidsfond 0,673573 ** 

269 Folksam LO Sverige 0,757812 ** 

270 Folksam LO Världen 0,433539 * 

271 Folksam LO Västfonden 0,793534 ** 

272 Folksams Aktiefond Asien 0,297555  

273 Folksams Aktiefond Europa 0,334677  

274 Folksams Aktiefond Japan 0,181343  

275 Folksams Aktiefond Sverige 0,74146 ** 

276 Folksams Aktiefond USA 0,537255 * 

277 Folksams Globala Aktiefond 0,419172 * 

278 Folksams Idrottsfond 0,508057 ** 

279 Folksams Tjänstemanna Sverige 0,767794 ** 

280 Folksams Tjänstemanna Världen 0,440801 * 

281 KPA Etisk Aktiefond 0,59462 ** 

282 Lärarfond 21-44 år 0,586171 ** 

283 Nordea Inst Aktief Stabil icke-utd 0,583686 *** 

284 Nordea Inst Aktiefonden Stabil 0,583687 *** 

285 Nordea Swedish Stars 0,706772 ** 

286 Nordea Swedish Stars utd 0,702789 ** 

287 SEB Etisk Globalfond 0,38025  

288 SEB Etisk Globalfond Utd 1,52406 ** 

289 SEB Stiftelsefond Utland 0,310021  
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290 SEB Östersjöfond/WWF 0,585217 ** 

291 Skandia Cancerfonden 0,699135 ** 

292 Skandia Idéer För Livet 0,76686 ** 

293 Skandia Norden 0,614871  

294 Skandia Världsnaturfonden 0,693423 ** 

295 SPP Global Topp 100 1,15789 ** 

296 Swedbank Robur Ethica Global 0,577871 ** 

297 Swedbank Robur Ethica Global MEGA 0,446039 * 

298 Swedbank Robur Ethica Sverige 0,587813 * 

299 Swedbank Robur Ethica Sverige MEGA 0,740866 ** 

300 Swedbank Robur Humanfond 0,536158  

301 Swedbank Robur Talenten Aktiefond MEGA 0,667792 ** 

302 Öhman Hjärt-Lungfond 0,718675 *** 

303 Öhman Nordisk Miljöfond 0,654238 ** 



 Appendix 
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*** Significant at the 1% level 

** Significant at the 5% level 

* Significant at the 10% level 

 

 

 

Appendix 2. Regression using Dummy Variable 

 

Notes: The dummy variable is represented as “Ethic”. 

*** Significant at the 1% level 

 

Alpha Market β SMB HML WML Ethic 

Portfolio 0.560*** 0.623*** 0.293*** 0.130*** 0.041*** 0.071 

 

(0.026) (0.005) (0.012) (0.012) (0.006) (0.060) 


