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Recent performance of the Domini Social Index (DSI) and the Citizens
Trust Index has built a credible case for socially responsible investing
(SRI). Both of these SRI indexes have outperformed the broader S&P
500 market index since their inception in the early 1990s. Their
Morningstar 5-star rankings have helped fuel the growth of SRI assets.
According to the Social Investment Forum and the Conference Board,
assets in socially screened portfolios grew by $529 billion to
approximately $1.2 trillion between 1995 and 1997, and as of 1997
account for just under 10% of all U.S. professionally managed
investments (see "Social Investing Grows" [1999]).

Proponents of socially responsible investing may be inclined to point to
the performance of the Domini and Citizens indexes as proof that
superior corporate social performance leads to strong relative share price
appreciation. While one might prefer to believe that "good” companies
are ultimately rewarded with premium valuations in the marketplace,
research on the impact of social factors remains inconclusive. Rather,
more tangible financial characteristics, specifically related to sector
weightings and style bias, appear to be driving the indexes' relative
outperformance. This is consistent with DiBartolomeo's assertion that the
“relative outperformance of the DSI [is] consistent with factor and
industry 'bets' ... [as] there is no evidence of a 'social’ factor" [1996,p. 3].
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