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By Leslie P. Norton

After a tumultuous year that included 
national uprisings over race inequality, 
mass unemployment, and more than 
400,000 deaths from the coronavirus 
pandemic, sustainable funds shone.

As the pandemic wound its deadly path, 
divisions between the haves and have-nots 
pushed companies to serve constituents 
other than shareholders, such as their 
employees and communities. It was a year 
when the stock market lurched downward 
as the world was struck by the pandemic, 
then was revived by massive stimulus from 
central banks and governments around 
the world. It became a year for investment 
managers to fight racism, adopt diversity, 
and mitigate climate change. And the funds 
that looked for companies that did so—that 
leaned towards sustainability and high en-
vironmental, social, and governance (ESG) 
ratings—outperformed.

On average, the 191 large-company 
sustainable funds on our list returned 20%, 
beating both the 18.4% return of the SPDR 
S&P 500 exchange-traded fund (ticker: 
SPY) and the average actively managed 
large-cap fund, which returned 19%. Of our 
funds, 103, or 54%, beat the S&P, compared 
to just 43% of all active large-cap funds. It 
was a good year for sustainable funds in 
other areas of the market as well: Three out 
of four sustainable stock funds beat their 
category average, according to Morningstar, 
and 42% ranked in the top quartile of their 
categories, versus just 6% in the bottom 
quartile.

With regard to the top sustainable funds 
on our list, this year’s average outperfor-
mance was no fluke. Over three years, they 
returned 14.6% annualized, versus 14.1% 
for the S&P 500, with 52% beating the mar-
ket. Over five years, they slightly underper-

formed as a group, returning 14.9%, versus 
15.1% for the index; nevertheless, 49% were 
outperformers for the period.

“The transformation of the economy led 
us to companies that are more discerning 
about how they source different materials 
and services, and how they treat employees 
and other stakeholders,” says Tom Marsi-

co, the celebrated growth investor, whose 
fund, the $460 million Marsico Growth 
(MGRIX), turned in a 57% return for 2020 
and was ranked No. 2. “It’s become a much 
more important issue, especially to younger 
generations. How people feel has become 
basic to how we look at all aspects of a 
company.” With the Biden administration 
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refocusing on climate change and building 
a modern, sustainable infrastructure, more 
gains may lie ahead.

This year, we also took a look at funds 
that had beaten the S&P 500 over the long 
haul—not just over the one-, three-, and 
five-year periods, but over the 10-, 15-, and 
20-year periods. We found 22 of them:

To construct our list, we began with the 
large-cap stock mutual and exchange-trad-
ed funds in Morningstar’s universe, and 
eliminated those with less than $300 
million in assets and a sustainability rating 
of “average” or below. We did, however, 
include all 39 big-cap funds that have an 
explicit sustainability mandate, even the six 
that had lower sustainability ratings. The 
Morningstar sustainability rating is based 
on the fund’s holdings, whether or not the 
fund has a stated mandate to invest accord-
ing to any sustainable or ESG principles. 
More on that below.

As usual, high-quality companies score 
high on sustainability. The top funds 
included those that invest in growth 
stocks—companies with strong earn-
ings and revenue potential, which deftly 
navigated a weakening economy—and 
generally eschewed fossil fuels. This year, 
many managers also invested in stocks that 

benefited from people working at home, 
and took advantage of the downturn to pick 
up promising stocks.

No. 1 on our list for 2020 performance 
was the $561 million MassMutual Select 
Growth Opps (MGRSX), up from No. 94 
last year. The fund is co-managed by two 
growth boutiques: Jackson Square Partners 
and Sands Capital, both of which look for 
companies with swiftly growing earnings 
and leadership positions. Billy Montana, a 
portfolio manager at Jackson Square, notes 
that the fund was underweight megacaps 
and “significantly overbet on younger 
disruptive companies that are reinvesting 
all their cash flow to build scale, take share, 
and build profits.” These included Twilio 
(TWLO), which makes customer commu-
nications tools and jumped 244% in 2020, 
and Coupa Software (COUP), up 132%. 
ESG analysis is “critical,” says Montana: 
“It’s the pricing of externalities that can 
impact the company’s financials.”

No. 2 is Marsico Growth, whose sustain-
ability scores improved. Marsico looks at 
revenue growth, debt loads, return on in-
vested capital, and other financial metrics. 
Healthy growing businesses, Marsico says, 
allows companies to pay above-average 
salaries and focus on social and environ-

mental issues. “That is increasingly the cost 
of doing business,” says Brandon Geisler of 
Marsico.

No. 3 is $537 million Putnam Sustainable 
Future (PMVAX), making its first appear-
ance on our list. Putnam converted the 
fund to have a sustainable mandate in 2018, 
at the same time that Katherine Collins, a 
onetime head of research for Fidelity In-
vestments, and Stephanie Dobson, a former 
Fidelity analyst, took over managing the 
portfolio. The concentrated fund, which 
invests in companies with strong cash-flow 
growth, is up 53% for the year. Says Collins: 
“It’s bittersweet to report such strong re-
sults. The turmoil of this year has amplified 
and accelerated so many of the solutions we 
were already invested in.”

No. 4 is the $2.3 billion Columbia Select 
Large Cap Growth (UMLGX), up from No. 
6 last year. The fund owns just 35 stocks; 
lead manager Tom Galvin likes companies 
with strong balance sheets. “The end result 
of improved sustainability and a targeted 
focus on stronger governance is stronger 
investment performance,” says Galvin. 
The fund’s big winners include pandemic 
plays such as Idexx Laboratories (IDXX), 
a beneficiary of pandemic pet adoptions; 
HVAC company Trane Technologies (TT); 

Top-Performing Sustainable Funds
Below are the 100 sustainable large-cap stock funds with the best one-year returns. The ranking includes funds that Morningstar has rated 
above average or higher for sustainability. We also included all funds with an ESG mandate, regardless of their rating; they are highlighted in green. 
A full ranking of 191 funds appears at barrons.com/sustainablefunds.
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and tech investments that scored well on 
sustainability and low emissions such as 
Square (SQ), Paypal Holdings (PYPL), and 
Nvidia (NVDA).

No. 5 is $2 billion BlackRock Large Cap 
Focus Growth (MAFOX), run by Lawrence 
Kemp and Phil Ruvinsky. The fund owns 
40 to 50 growth stocks that are gaining 
market share or prosper during economic 
expansions. Kemp and Ruvinsky will pay 
up if they feel the market misunderstands a 
company’s growth prospects; its five largest 
positions include Amazon.com (AMZN), 
Microsoft (MSFT), Visa (V), Mastercard 
(MA), and Apple (AAPL).

Portfolio makeup is the basis of Morn-

ingstar’s sustainability ratings, so even if a 
fund has a sustainable mandate, it can have 
a lower sustainability rating. Consider Put-
nam Sustainable Future, which has a sus-
tainable mandate yet is rated just “average” 
for sustainability. Because Morningstar 
looks at corporate behavior over a period 
of years, improved sustainability can take a 
long time to be fully reflected in the rating. 
The Amana funds, which follow Islamic 
principles and have sustainable mandates, 
often are forced to invest in ratings-chal-
lenged industrials because the funds, by 
mandate, can’t own financials.

Also, our ranking only uses one sustain-
ability data provider—Morningstar. There 

are several others, including MSCI. Thus, 
Calvert US Large Cap Core Responsible 
Index (CISIX) and Calvert US Large Cap 
Value Responsible Index (CFJIX) have 
only “average” sustainability ratings from 
Morningstar, even though Calvert is a long-
time sustainability powerhouse. Anthony 
Eames, Calvert’s director of responsible 
investment strategy, notes that other 
providers rank them more highly, and that 
the company uses engagement “to drive 
improvements in company performance on 
material ESG issues that Calvert believes 
drive shareholder value.”

Several funds emerged as long-term 
winners, beating the S&P 500 over the 
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Sustainable Gains
Sustainable funds, many of which are actively managed, have demonstrated sustainability in their performance as well—22 sustainable funds beat the 
S&P 500 over all six time periods, including the 20-year span. The top 10 are on this list.

short and long hauls. And the top three 
have sustainable mandates.

Putnam managers Collins and Dobson 
have a short track record at their fund, 
but a long record at Fidelity; Collins was a 
portfolio manager and eventually research 
chief, and worked closely with legendary 
investor Will Danoff before attending 
divinity school and starting a firm that 
practiced resilient investment strategies. 
When she started at Putnam in 2017, she 
pushed for “ESG fluency” to be integrated 
throughout the company. Big winners in 
2020 included Teladoc Health (TDOC), as 
mental-health services jumped 100%-plus 
during the pandemic; Sunrun (RUN), the 
No. 1 installer of residential solar panels; 
and Mastercard, “contributing to helping 
unbanked populations become banked,” 
Collins says.

The second long-term winner is Par-

nassus Core Equity (PRBLX), led by Bar-
ron’s Roundtable member Todd Ahlsten 
since 2001, and co-managed by Parnassus 
CEO Ben Allen since 2012. Parnassus 
looks for high-quality companies: “ESG 
risk analysis—highlighting risks and 
identifying positives—is additive to qual-
ity,” says Allen. Stock-picking shouldn’t 
be confined to companies highly rated 
by Sustainalytics or MSCI, he argues. 
Instead, stewardship—proxy voting, en-
gagement—”will be increasingly important 
for an ESG asset manager to prove his or 
her worth.”

No. 3 for the long haul is Amana 
Growth (AMAGX); it ranked No. 37 on 
this year’s list. The fund is run according 
to Islamic principles. Its longtime man-
ager, Nick Kaiser, stepped down last year, 
although he remains the global strategist 
for its subadvisor, Saturna Capital. Scott 

Klimo, who has co-managed the fund 
since 2012, credits performance to the 
fact that the fund eschews fossil fuels and 
financials, which bombed during the year 
as interest rates plunged. Meanwhile, the 
fund’s big tech holdings surged.

Today, the market “is balanced on a 
knife edge,” says Klimo. “It’s not irrational 
to expect rates to back up on the back of a 
vaccine distribution.” Still, there’s reason 
for optimism, with vaccines expected to 
be widely distributed through the second 
quarter, and pent-up demand revving up 
the recovery in the third quarter, even as 
central banks keep rates low. True, people 
are concerned about long-term inflation, 
and that’s a risk to financial markets. 
“But it’s not a 2021 concern,” says Allen 
of Parnassus. “For the next 12 months, it’s 
supportive for stock prices.”

Please consider the Fund's investment objectives, risks, charges and expenses carefully before 
investing. To obtain a prospectus, which contains this and other information about the Fund, click 
here or call 888-860-8686. Please read the prospectus carefully before investing. 
 
Investments in mutual funds carry risks and investors may lose principal value. Click here for the 
principal risks of investing in the Funds. Please read the prospectus carefully before investing as 
it explains the risks associated with investing in the mutual funds. Investments in mutual funds 
carry risks and investors may lose principal value. Past performance is no guarantee of future 
results. 
 
The Marsico Growth Fund and the stocks and markets in which it invests are subject to general risks that 
include volatility and instability, periods of cyclical change and decline, that investors may at times avoid 
investments in equity securities, and that the investment adviser may select investments for the Fund that 
do not perform as anticipated. 
 
The S&P 500 Index is a registered trademark of S&P and is an unmanaged broadly-based index of the 
common stock prices of 500 large U.S. companies that includes the reinvestment 
of dividends 
 
UMB Distribution Services, LLC, is the distributor of The Marsico Investment Fund. 

https://www.marsicofunds.com/SiteFiles/Auth/documents/prospectus.pdf?t=1612210930532
https://www.marsicofunds.com/SiteFiles/Auth/documents/prospectus.pdf?t=1612210930532
https://www.marsicofunds.com/website/content/principal_risks.fs

