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Table 1
Number of funds according to the ESG flag and sustainability rating

Sustainability rating

1 2 3 4 5 NA Total
Non-ESG 117 313 547 314 147 61 1,499
ESG 2 24 87 132 93 7 345
ESG flag
NA 63 143 261 197 73 0 737
Total 182 480 895 643 313 68 2,581
Note: Number of funds according to the ESG flag and sustainability rating.
Sources: Morningstar Direct, ESMA.
gopooescGOOO0OOOODDOODOOOOO
Table 2
Number of funds employing exclusions
Sustainability rating
1 2 3 4 5 NA Total
Non-ESG 1 12 37 25 5 4 84
ESG 0 2 4 6 2 1 15
ESG flag
NA 0 0 0 0 1 0 1
Total 1 14 41 31 8 5 100

Note: Number of funds employing exclusions according to the ESG flag and sustainability rating.
Sources: Morningstar Direct, ESMA.
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Table 5

Regression results with compound net returns as dependent variable

ESG
Empl excl
High-rated
ESG high-rated
Size
Star rating =5
Costs
Age
Sectors

Constant

Obs
ww

ooooboescGOOoOoOoOooOoooOobooboOonon

(Panel a)
Whole period Stress period
Q)] (2) (3 4 5) (6) @] 8)

0.005*** 0.001 0.007*** 0.013***

(0.002) (0.005) (0.002) (0.004)

0.003 0.010
(0.004) (0.006)

0.005** 0.007** 0.009*** 0.010%**

(0.002) (0.003) (0.002) (0.002)

0.001 —0.008

(0.006) (0.005)
0.003*** 0.007*** 0.003*** 0.003*** 0.006*** 0.011*** 0.006*** 0.006***

(0.001) (0.002) (0.001) (0.001) (0.001) (0.003) (0.001) (0.001)
0.048*** 0.030%*** 0.048*** 0.045%** 0.032%** 0.010 0.029%*** 0.027***

(0.007) (0.008) (0.007) (0.008) (0.007) (0.011) (0.007) (0.008)
0.007*** 0.010 0.007*** 0.0060*** 0.010%** 0.012* 0.009*** 0.009***

(0.002) (0.007) (0.002) (0.002) (0.002) (0.006) (0.002) (0.003)

—0.000 —0.000 0.000 0.000 —0.001***  —0.002 —0.001***  —0.001**
(0.000) (0.001) (0.000) (0.000) (0.000) (0.001) (0.000) (0.000)
Significant sectors: Energy, Consumer Significant sectors: Materials, Financial,
Defensive, Financial, Healthcare Industria, Technology

—0.243%*  —(0.328** = —0.229***  —0217***  —0.325**  —0412** = —0284** = —(.285***

(0.019) (0.041) (0.025) (0.025) (0.021) (0.067) (0.026) (0.032)

137,464 15,318 118,657 85,387 46,615 5,158 40,445 29,106

0.21 0.30 0.22 0.20 0.06 0.10 0.06 0.06
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(Panel b)

Recovery Stabilisation
(M (2) (3) (4) (5) (6) (7) (8)
ESG —0.001 —0.003 0.000 0.005
(0.001) (0.005) (0.001) (0.003)
0.002 0.001
Empl excl (0.004) (0.003)
. —0.004*  —0.003 —0.004%*  —0.004%**
High-rated (0.002) (0.003) (0.001) (0.001)
. 0.002 —0.004
ESG high-rated (0.005) (0.003)
. 0.001%** 0.002* 0.007%** 0.001* —0.000 0.000 0.000 0.000
Size (0.000) (0.001) (0.00)) (0.000) (0.000) (0.001) (0.000) (0.000)
. 0.012%** 0.023%*+ 0.015%*+ 0.015%+*  —0.002 —0.011* —0.002 —0.001
Star rating =5 (0.003) (0.005) (0.003) (0.003) (0.003) (0.005) (0.003) (0.003)
—0.001 0.007* —0.001 —0.002 —0.000 —0.004 0.000 0.000
Costs (0.001) (0.004) (0.000) (0.002) (0.001) (0.004) (0.001) (0.001)
A 0.000 —0.001* —0.00) —0.000 0.000 0.001 0.000 0.000
ge (0.000) (0.007) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Sectors Significant: Materials, Comm, Consumer cycl., Significant: Consumer cycl., Financial,
Energy, Healthcare, Technology Healthcare, Industrial
0.003 0.048* 0.005 —0.001 —0.013 —0.017 —0.017* —0.021%*
Constant (0.011) (0.028) (0.020) (0.024) (0.009) (0.024) (0.010) (0.010)
Obs 47,367 5,355 40,511 29,327 43,482 4,805 37,701 26,954
R2 0.28 033 0.29 0.29 037 0.46 035 0.36

Note: ESG is a dummy equals to 1if a fund is classified as ESG; Empl excl is a dummy equals to 1if a fund employs exclusions; High-rated is a dummy equals to 1if a fund
is granted with 5 globes and equals to 0 if a fund is categorised as having 1 globe; ESG high-rated includes both the effect of being ESG and being granted with 4 or 5
globes and the interactions between the two; Size is the logarithm of net asset value; Star rating=>5 represents the fund's risk adjusted return relative to similar funds at the
end of 2019; Costs is the fund’s TER; Age is the difference between the actual date and fund's launch date. Sectors report the sectors that show the highest correlation
with performance.

The Morningstar category variables, the sectoral exposures, and the performance ratings lower than five are hidden from the results. The standard errors are clustered on
the Morningstar Category. Significance levels are reported as follows: (0.01 (***), 0.05 (**), 0.1(*)).

Sources: Morningstar Direct, Refinitiv Lipper, ESMA.

0480



Table 6
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Regression results with cumulative flows as dependent variable

ESG
Empl excl
High-rated
ESG high-rated
Size
Star rating =5
Costs
Age
2019 return

Constant

Obs
”N

M
0.029***
(0.008)

0.010***
(0.003)
0.0771***
0.021)
0.019**
(0.009)
Io.oom***
(0.001)
0.213%**
(0.055)
IO.NO»— *kk
(0.075)
134,895
0.12

Whole period
(2) (3)

—0.006

(0.019)

0.011
(0.008)

0.010 0.014%**

(0.009) (0.003)

0.084** 0.065***

(0.031) (0.022)

0.039* 0.024**

(0.023) (0.010)
—0.006** —0.006***

(0.003) (0.001)
—0.133 0.281***

(0.194) (0.075)
—0.451%* —0.295%**

(0.151) (0.107)

15,078 116,621

0.33 0.13

(Panel a)
4 (5)
0.060** 0.023***
(0.029) (0.007)
0.016
(0.010)
—0.043
(0.033)
0.013*** 0.005**
(0.004) (0.002)
0.070** 0.038**
(0.027) (0.015)
0.024* 0.007
(0.013) (0.007)
—0.006***  —0.002**
(0.002) (0.001)
0.278*** 0.103***
(0.085) (0.032)
—0.300** —0.131**
(0.123) (0.056)
84,052 46,296
0.15 0.09

Stress period

(6) @)

—0.011
0.012)
0.008*
(0.005)
0.003 0.008***
(0.004) (0.003)
0.049** 0.035**
(0.021) (0.014)
0.032%** 0.009
(0.010) (0.007)
—0.003** —0.003***
(0.002) (0.001)
—0.053 0.128%**
(0.090) (0.047)
—0.060 —0.179*
(0.078) (0.073)
5,091 39,868
0.24 0.10

®
0.026***
(0.008)

0.007
(0.006)
—0.011
(0.011)
0.008**
(0.003)
0.041**
(0.019)
0.013
(0.009)
IO.OOh***
(0.001)
0.120**
(0.051)
—0.221*
(0.089)
28,709
0.12
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(Panel b)

Recovery Stabilisation
(M (2) (3) (4) (5) (6) 7) (8)
0.003 0.007 0.010* 0.010
ESG (0.006) (0.008) (0.005) (0.014)
0.008 0.006
Empl excl (0.015) (0.011)

. —0.001 0.003 0.007** 0.006
High-rated (0.006) (0.009) (0.003) (0.004)
. —0.008 —0.006
ESG high-rated (0.013) (0.015)
. 0.005** 0.006 0.004* 0.005* 0.003** 0.015* 0.001 0.002

Size (0.002) (0.004) (0.002) (0.003) (0.001) (0.007) (0.001) (0.002)

. 0.016 0.018 0.005 0.005 0.028*+* 0.023 0.016** 0.029***
Star rating =5 (0.010) (0.024) (0.011) (0.013) (0.007) (0.022) (0.007) (0.009)
0.015%** 0.010 0.072%%* 0.012%* 0.071#+* 0.015 0.009** 0.072%%*

Costs (0.005) (0.016) (0.004) (0.005) (0.003) (0.013) (0.004) (0.004)

A —0.001**  —0004*  —0.001*  —0.001 —0.001 —0.003 —0.000 0.000
ge (0.001) (0.002) (0.001) (0.001) (0.001) (0.003) (0.001) (0.001)
0.047 —0.068 0.109*** 0.061 0.042 0.204 0.116%* 0.077*

2019 return

(0.031) (0.099) (0.034) (0.038) (0.028) (0.156) (0.034) (0.040)

—0.072 —0431**  —0.060 —0.040 —0.020 —0.291 0.016 0.010
Constant (0.054) (0.073) (0.059) (0.068) (0.025) (0.201) (0.040) (0.050)
Obs 46,216 5,173 39,580 28,749 42,269 4,707 36,828 26,252

R 0.12 0.29 0.13 0.15 0.09 0.32 0.11 0.12

Note: Funds flows higher than the 99th percentile have been removed from the sample. ESG is a dummy equals to 1if a fund is classified as ESG; Empl excl is a dummy
equals to 1if a fund employs exclusions; High-rated is a dummy equals to 1if a fund is granted with 4 or 5 globes and equals to 0 if a fund is categorised as having 1 or 2
globes; ESG high-rated includes both the effect of being ESG and being granted with 4 or 5 globes and the interactions between the two; Size is the logarithm of net asset
value; Star rating=>5 represents the fund'’s risk adjusted return relative to similar funds at the end of 2019; Costs is the fund's TER; Age is the difference between the actual
date and fund’s launch date; 2019 returns is fund's net return in 2019.

The Morningstar category variables, the sectoral exposures, and the performance ratings lower than five are hidden from the results.

The standard errors are clustered on the Morningstar Category. Significance levels are reported as follows: (0.01 (***), 0.05 (**), 0.1(*)).

Sources: Morningstar, Lipper, ESMA.
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i Tania de Renzis and Natacha Mosson, "ESG funds during the 2020 COVID19 market turmoil: performance and
flows," 15 February 2024, ESMA Working Paper No. 2, 2024, ESMA50-524821-3127 Cihttps://www.esma.europa.eu/
sites/default/files/2024-02/ESMA50-524821-3127_Working_Paper_ESG_fund_during_the_2020_COVID-19_market_

turmoil.pdf). D_H_DD_M Oooooooooooo
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