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ABSTRACT

Green Investing as a Means for corporate sustainability

Tracy K. Goebel

In today's society where a corporate image can make or break the success of the flrm, it is
crucial for companies to take proactive initiatives to benefit the firm. Although there are many
ways for a company to improve a firm's reputation, green investing is currently a popular route.
This type of company investment has recently become one way for companies to demonstrate
their social responsibility. Specifically speaking, registration on the Dow Jones Sustainability
Index (DJSD can serve a purpose to enhance the company's chances of maintaining stable stock
retums during an economic recession. Although there is not sufficient evidence to conclude that
firms that are registered on the DJSI will, on average, incur higher stock returns than their
nonregistered competitors, there does appear to be a positive correlation between green firms and
their constant returns during a recession.
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Less than a decade ago, the term ‘Green Investing’, also known as ‘Socially Responsible 

Investing’, was used sparingly if it was used at all.  However, in today’s global and domestic 

market, it has become one of the most recognizable terms known to your average business 

employee.  Despite its increased popularity, some people still have limited knowledge on the 

subject.  

 One definition of the term comes from the author of the extremely successful, personal 

financial blog, Millionaire Mommy Next Door.  Not only does the author’s page receive over 

3,000 subscribers daily, it also receives over 50,000 views per month.  The author, Jen, or as her 

fans refer to her MMND, has been featured on MSN Money, World Report and US News to 

share her success in becoming financially free by age 40 (Green Paige).  MMND defines the 

term as follows:  

“I define SRI [Socially Responsible Investing] as an investment strategy that allows the 

investor to consider both the return on his or her investment and the investment’s impact 

on society. The socially responsible investor seeks out and invests in companies that help 

foster a better world such as those that promote healthy communities, clean environments 

and economic equality. They use shareholder activism to promote positive change in 

business practices. Conversely, they keep money out of companies that pollute, 

manufacture weapons or perform tests on animals” (Green Paige).  

Based on this definition, it is obvious that green investing has its benefits for both the companies 

involved, as well as the investors.  As a result of this new movement, people from all different 

classes of financial backgrounds, with diverse interests in the matter of eco-friendly 

contributions, are starting to take interest in green investing.  
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 From a term that originally only applied to extremists who refused to invest in any 

companies that were associated with tobacco, drugs, alcohol or gambling, green investing has 

definitely expanded its meaning within the last 100 years.  Currently, four main aspects can 

represent socially responsible investing. These aspects are referred to as follows: Social 

Research, Shareholder Advocacy, Social Venture Capital and Community Investing (Calvert).  

 The first term, Social Research, also known as Screening, is the most common definition 

of green investing known to the public.  The term involves researching a broad number of 

publicly traded companies with the intent of finding the firms that are the most proactive about 

their involvement socially and environmentally.  There is often a standard that is set by the 

investor, which provides the determinants for the firms that ‘make the cut’ and those that do not 

(Calvert).  This criterion may differ from investor to investor; each with his or her own values 

and beliefs about which companies would contribute to their SRI and potentially provide the 

maximum amount of return in the process.   

  The second aspect of green investing mentioned above is Shareholder Advocacy.  This 

term refers to the situation in which an owner within a firm attempts to persuade the company to 

become more eco-friendly.  According to Calvert, Inc.: 

“Shareholder advocacy can take many forms, from something as simple as a phone call 

or letter-writing to filing a formal shareholder resolution calling for a company to take a 

particular action (which can ultimately come to a vote in front of all shareholders). 

Advocacy also includes proxy voting, or simply casting your vote as a company 

shareholder” (Calvert). 
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This type of socially responsible investing is more recent and therefore less frequent than Social 

Research; however, as more shareholders have been introduced to the concept, it has begun to 

realize increased momentum.   

Another form of green investing is known as Social Venture Capital.  This type of 

investment tends to involve the preliminary stages of a firm’s eco-friendly adjustments.  

According to Calvert, Inc., the term refers to the following:  

“Seeking out early-stage investments in companies that have identified profitable ways to 

meet societal needs (such as alternative energy companies), before they are publicly 

traded. This early-stage investing can help these companies secure necessary funding to 

grow and often leads to healthy returns for shareholders” (Calvert).   

In order to participate in this category of green investing, it is necessary that investors are well 

informed about future decisions of a company in particular, or decisions that several companies 

are likely to make based on the economic trends of that time.  A certain amount of forecasting 

must therefore be involved in order for the investor to identify a company’s premature green 

investment decisions.  

The remaining type of socially responsible investing is referred to as Community 

Investing.  This aspect of green investing refers to focusing the capital from investors to 

underserved communities.  According to a Registered Investment Advisor Representative, 

Robert Valentine, these communities tend to “lack traditional financial services such as credit, 

equity, capital and basic banking products – services that a community needs to grow and thrive” 

(Valentine, R.).  As a result of this, investors contribute to the community by providing funds 

that help make those services possible in lower-class areas.  While this type of green investing 
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may not involve the market or specific publicly traded firms, it does, however, promote a 

socially positive environment for the recipient communities.    

 In past years, even if an investor had wanted to own stocks solely of eco-friendly 

companies, he or she may not have had a wide variety of choices and therefore faced an 

unattainable goal.  Fortunately, that limited availability of environmental stocks has exploded in 

recent years, giving investors many options that were not available in previous years. According 

to MMND:  

“There were 55 SRI funds in 1995. By 2007, the number had grown to 260. These SRI 

funds represent a wide variety of categories and types of products including domestic and 

international equities, bonds and ETFs (Exchange Traded Funds). This makes it possible 

to diversify one’s portfolio using 100% SRI funds, according to individual needs” (Green 

Paige).   

Since the market has realized the potential for 100% diversified SRI investments, the 

economy has recently seen a shift in the demand for green investing.  As a result of this, 

companies have begun to take notice of the realized potential investments as they shift to more 

eco-friendly strategies.  Green investing has become such a popular trend that companies that do 

not participate in the movement are most likely beginning to feel, or have already felt, the 

pressure to grow to be more ‘green’.  Eco-friendly companies are on the move and as a result, 

registration on the Dow Jones Sustainability Index is rapidly becoming a necessity for firms 

world-wide, allowing them to focus their efforts on sustainability while obtaining higher positive 

stock returns in comparison to their nonregistered competitors.  

 With the trend of sustainability on the rise, the Dow Jones Stock Market recognized the 

need for a separate family of indexes comprised solely of companies that practice corporate 
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social responsibility.  These indexes are referred to as the Dow Jones Sustainability Index 

Family. Currently, there are three main sets of indexes that make up the Sustainability Index.  

They indexes can be easily categorized within a global, European, and North American set of 

indexes.  Each of these indexes contains companies that are considered socially responsible 

because they do not recognize revenue from alcohol, tobacco, gambling, armaments and 

firearms, and/or adult entertainment (DJSI NA and US Guidebook). 

 The first Sustainability Index to open was the Dow Jones Sustainability World Indexes 

(DJSI World) on September 8, 1999.  It consists of several smaller indexes, including “two blue-

chip indexes, the Dow Jones Sustainability World 80 and Dow Jones Sustainability World ex US 

80 indexes that track the performance of the largest 80 sustainability leaders in the world 

respectively the world ex US” that were started in August 2008 (DJSI NA and US Guidebook).   

 The second set of indexes fall within the European indexes, known as the Dow Jones 

STOXX Sustainability Indexes (DJSI STOXX).  These indexes were first launched on October 

15, 2001.  “The European indexes also include two blue chip indexes, the Dow Jones STOXX 

Sustainability 40 Index (DJSI STOXX 40) and Dow Jones EURO STOXX Sustainability 40 

Index (DJSI EURO STOXX 40)” that were first created on January 31, 2006 (DJSI NA and US 

Guidebook).  

 The last set of indexes will be the primary focus of this paper. They are known as the 

North American indexes and include the Dow Jones Sustainability North American Index (DJSI 

North America) and the Dow Jones Sustainability United States Index (DJSI United States). This 

set of indexes was established on September 23, 2005 and is also comprised of “two blue chip 

indexes, the Dow Jones Sustainability North American 40 and the Dow Jones Sustainability 
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United States 40 Index” (DJSI NA and US Guidebook).  Both of these indexes are fairly new and 

have only been open since August 26, 2008.  

Additionally, the majority of this paper will primarily focus on the Dow Jones 

Sustainability United States Index.  Within this index, there are a handful of companies that have 

continually performed within the top ten percentile. The purpose of this section will be to discuss 

the background of each company and what makes it unique within the corporate world. The 

companies that performed the highest within this index are listed alphabetically below (DJS 

United States Index; January 2009).  

The first company that will be discussed on the index is Procter & Gamble Company. 

The company competes within the consumer goods industry and began in 1837 as a small soap 

and candle company. It was founded by William Procter and James Gamble, who believed in the 

potential for a bold new enterprise for the future. P&G is also dedicated to social responsibility 

and demonstrates their commitment by continually “seeking ways to better integrate economic 

progress, social development and environmental concerns to ensure a better quality of life for 

future generations” (www.PG.com).  The company also strives to practice social responsibility 

by “providing products and services that improve consumers' lives, in terms of health, hygiene 

and convenience” (www.PG.com).  

It is not surprising to find Johnson & Johnson within the top ten percentile of the United 

States sustainability index as well. This firm competes within the health care industry. 

Johnson & Johnson was founded in the late 1800s with the hopes to revolutionize the medical 

industry. The company believed in the simple idea that doctors and nurses should always use 

sterile medical instruments to treat wounds and perform surgeries.  With this business decision in 

mind, the company has continually “brought the world new ideas and products that have 
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transformed human health and well-being over the past 120 years. Every invention, every 

product, every breakthrough has been powered by generations of employees who are inspired to 

make a difference” (www.JNJ.com). The firm’s desire to provide patients with the best care 

while continually updating products to better fit the environment is proof of Johnson and 

Johnson’s commitment to social responsibility. 

 The next company within this percentile is Chevron Corporation, which competes within 

the oil and gas industry.  Chevron began its start-up company in 1879 when oil was discovered 

just north of Los Angeles, at Pico Canyon.  The company was originally known as Pacific Coast 

Oil Co and then was eventually changed to “Chevron” in 1984, when the company acquired Gulf 

Oil Corp. During that time in history, the merger was the biggest union the United States had 

ever seen. Chevron has since grown to one of the world’s largest integrated energy sources.  The 

firm currently conducts business within at least 100 countries worldwide.  Chevron’s 

headquarters are located in San Ramon, California, where it engages in “every aspect of the 

crude oil and natural gas industry, including exploration and production, manufacturing, 

marketing and transportation, chemicals manufacturing and sales, geothermal, and power 

generation” (www.Chevron.com).  The company also takes great pride in being socially 

responsible and environmentally clean.  Their efforts to save the environment were awarded in 

2008 when they received the “National Ocean Industries Association and the California 

Department of Oil, Gas and Geothermal Resources” (www.Chevron.com).  Since receiving this 

award, the company has continued to empower their employees to “work daily to find newer, 

cleaner ways to power the world” (www.Chevron.com). 

Another company within the technology industry that continues to perform within the top 

ten percentile is Microsoft Corporation.  Microsoft was founded on April 4th in 1975 by two 
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men, Bill Gates and Paul Allen, in a garage in Albuquerque, New Mexico.  Microsoft’s 

headquarters are located in Redmond, Washington.  The company is known for its best selling 

products, Microsoft Office and Microsoft Windows operating system.  Both products have 

revolutionized the computer/technology industry and permanently changed the way businesses 

and individuals view computer software.  The firm continues to develop, manufacture, patent, 

and support a large variety of software products for desktops, laptops, and other computing 

devices (www.Microsoft.com).  “Microsoft Corp. is committed to environmental sustainability 

and continuously works to explore and implement new ways to preserve and improve the 

environment. Environmental efforts at Microsoft are focused in two key areas: 

• Applying Microsoft technology expertise to help solve environmental challenges 

• Reducing the company's environmental footprint 

Microsoft believes that technology can significantly contribute to promoting environmental 

sustainability. The company works with customers, partners, governmental organizations, and 

nongovernmental organizations to build solutions that enable consumers, businesses, and 

governments to reduce their environmental footprints” (www.Microsoft.com). 

International Business Machines Corporation (IBM) can also be found among the top 

performers within index and can be categorized within the technology industry.  IBM was 

founded in 1889 in Endicott, New York with the idea to transfigure the computer technology 

industry.  The company currently operates its headquarters in Armonk, New York, where it 

conducts business with countries all over the globe.  Since the firm’s origin in the late 1800s, 

IBM has grown to be one of the most recognizable and most profitable information technology 

companies within the world.  The company is most widely known for its manufacturing and sales 

of computer hardware and software, while offering many services for mainframe computers. One 
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of the firm’s most recognizable products is its IBM ThinkCentre, which is popular in several 

parts of the world.  Currently, IBM also has the most patents compared to any other company 

within the technology industry within the United States.  The company also maintains an active 

role within corporate social responsibility (www.IBM.com).   

“IBM is committed to environmental leadership in all of its business 

activities, from its operations to the design of its products and use of its 

technology. IBM's corporate policy on environmental affairs, first issued 

in 1971, is supported by the company's global environmental management 

system, which is the key element of the company's efforts to achieve 

results consistent with environmental leadership and ensures the company 

is vigilant in protecting the environment across all of its operations 

worldwide.” (www.IBM.com). 

Another firm that continues to perform within the top ten percentile is General Electric 

Company (GE), which competes within the industrials industry.  GE, an innovative electric 

company, was founded in 1892 with the merger of Thomas Edison’s company, Edison General 

Electric Company, and the Thomson-Houston Company.  Since then, the company has expanded 

to become one of the world’s largest competitors in the Industrials industry.  The company’s 

headquarters are located in Fairfield, Connecticut.  After several years of being discredited for 

the company’s lack of social responsibility, GE created “Ecomagination”, a program designed to 

demonstrate the company’s commitment to the environment.  More specifically, “Ecomagination 

is a business initiative to help meet customers’ demand for more energy-efficient products and to 

drive reliable growth for GE — growth that delivers for investors long term. Ecomagination also 

reflects GE’s commitment to invest in a future that creates innovative solutions to environmental 
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challenges and delivers valuable products and services to customers while generating profitable 

growth for the Company” (www.GE.com). 

Also among the top ten performers within the health care industry is Pfizer Incorporated.  

Pfizer, a pharmaceutical company, was founded in 1849 by two cousins, Charles Pfizer and 

Charles Erhart.  Since then the firm has “remained dedicated to discovering and developing new, 

and better, ways to treat and prevent disease and improve the health and quality of life for people 

around the world” (www.Pfizer.com).   The company not only strives to be socially responsible 

to its customers through “innovation, production and distribution of medicines, but also through 

their commitment to protecting the environment, health and safety (EHS) of their colleagues and 

the communities” (www.Pfizer.com). 

 JPMorgan Chase & Company has a history that dates back to its earliest foundation in 

1799.  The company’s headquarters are located in New York City, New York; however, the 

company’s retail financial services and banking for commercial purposes are currently 

headquartered in Chicago.  Within the company there are several business sectors such as J.P. 

Morgan, Chase Manhattan, Chemical, Manufacturers Hanover, Bank One, First Chicago, and 

National Bank of Detroit.  

JPMorgan Chase & Company, which can be categorized in the financials industry, is 

another strong competitor among the top ten corporate performers. As far as corporate social 

responsibility is concerned, JPMorgan Chase has made one of their goals to continually promote 

and maintain the environment. They strive to make this a well-known fact by publishing the 

following statement on one of their main WebPages: “As one of the world’s leading financial 

institutions, JPMorgan Chase recognizes that the health of the economy rests on the health of the 

planet. Our [the company’s] goal is to make a positive contribution to sustainability by 
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integrating environmental principles into our business model” (www.JPMorganChase.com). This 

goal has allowed the company to continually rank very high on the Dow Jones Sustainability 

Index year after year.  

The company maintains, “balancing non-financial factors such as environmental and 

social issues with financial priorities is an essential part of good corporate citizenship, in addition 

to being fundamental to risk management and the protection of investors” 

(www.JPMorganChase.com).  In order to commit to their environmental goal, the company has 

developed an environmental policy that includes green planning, training, and implementation 

within many departments in JPMorgan Chase.  Particularly, the company intends to “integrate 

environmental and social awareness into the credit analysis and financing decision process, and 

incorporate it” within the company’s framework (www.JPMorganChase.com).  

Coca-Cola Company is another corporate firm that can be found among the sustainability 

index top performers. This company can be categorized within the consumer goods industry. 

Coca-Cola was founded in 1886 and since its initiation has grown to the vendor of four out of the 

world’s top 5 nonalcoholic sparkling beverage products.  Coca-Cola is headquartered in Atlanta, 

Georgia and conducts business in more than 200 countries around the globe.  They currently 

maintain more than 3,000 products and consistently sell nearly 1.6 billion consumer servings per 

day.   

 In order to demonstrate their commitment to helping the environment, Coca-Cola has 

taken several steps to be the change they wish to see including the following (www.Coca-

Cola.com): 

• Invested $60 million to construct the world’s largest plastic bottle recycling plant to help 

promote recycling within the United States 
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• Developed an “innovative energy management system” that cuts energy costs by 35% 

• Created a goal to return the amount of water equal to what is used in their beverages and 

the production of those products to the environment 

Coca-Cola believes these initiatives can have a major impact on the environment as a whole and 

therefore has committed to environmental planning into their corporate governance arrangement 

(www.Coca-Cola.com).  The company has also made a promise to never stop searching for 

innovative, new ways to enhance the sustainability of their packaging.  

 Cisco Systems Incorporated is another company that continues to thrive on the 

sustainability index and competes within the technology industry. Cisco Systems was founded in 

1984 by a handful of computer scientists that were working at Stanford University.  The firm’s 

headquarters are located in San Jose, California.  The company is best known for their 

development of social and business networking technologies.  Cisco currently employs roughly 

68,000 employees and is still expanding.  Presently, “Cisco Systems, Inc. is the worldwide leader 

in networking for the Internet. Today, networks are an essential part of business, education, 

government and home communications, and Cisco Internet Protocol-based (IP) networking 

solutions are the foundation of these networks” (www.Cisco.com). 

 Cisco is also a strong supporter of social responsibility.  The firm is continually 

attempting to create new products that will help make a difference to the environment.  They 

have demonstrated their initiatives in their company envisions as the basis to unite the world. 

Cisco’s envisions are as follows (www.Cisco.com):  

• “Devices to measure, monitor and manage energy consumption”  

• “People without the need for travel”  

• “Ideas generated by people and organizations to help overcome social problems”  
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• “Information technology systems to conserve energy and natural resources through 

virtualization strategies”  

In order to fulfill the firm’s envisions, Cisco created the Cisco EcoBoard.  The reason for 

creating the board was to ensure that the company would do everything within its capabilities to 

research and promote new ways to become more eco-friendly.  With the help of the EcoBoard, 

Cisco hopes to reach the following goals (www.Cisco.com):  

• “Affect how we operate as a company”  

• “Create efficiencies and innovations in our products”  

• “Provide environmentally conscious solutions to our customers”  

• “Collaborate with customers, industry groups, governments, non-governmental 

organizations (NGOs), and employees to address global environmental issues”  

Each of the ten companies mentioned above ranked very highly compared to the other 

companies within the index according to ten pre-set criteria.  The fundamentals that were used to 

evaluate each firm consisted of the following: Trailing P/E Including Negative, Trailing P/E 

Excluding Negative, Projected P/E Including Negative, Projected P/E Excluding Negative, 

Price/Book Value Ratio, Dividend Yield, 5 Year Projected Earnings per Share Growth, and 5 

Year Trailing Earnings per Share Growth (Dow Jones Sustainability United States Index, Jan-

Mar 2009).   

 In order to evaluate the performance of socially responsible green firms, it was necessary 

to assign a competitor to each green firm that is not registered on the DJSI.  The following 

competitors are displayed in the chart below and were chosen based on the competitor section 

according to Bloomberg and YahooFinance.  
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 To best represent the financial information, each Dow Jones Sustainability Index firm has 

a chart below containing the company’s key statistics against their competitor’s within the 

following valuation measures: Market Capital, Enterprise Value (as of April 2009), Trailing P/E 

(Trailing Twelve Months), Forward P/E (Fiscal Year Ending June 2010), PEG Ratio (5 year 

expected), Price/Sales (Trailing Twelve Months), Price/Book (Most Recent Quarter), Enterprise 

Value/Revenue (Trailing Twelve Months), Enterprise Value/EBITDA (Trailing Twelve Months).  

 The following chart displays Procter & Gamble Company valuation measures against one 

of their closest competitors outside of the DJSI, Unilever Public Limited Company, according to 

YahooFinance. 

 

 Despite the obvious difference in Market Capital and Enterprise Value, it is apparent 

from the information above that Procter & Gamble out performs Unilever in Forward P/E and 

PEG Ratio since these calculations are relative.  However, it is necessary to look at a comparison 

between the two companies based on solely stock returns over the past five years.  According to 
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YahooFinance, the stock returns for the two companies since 2004 are shown on the graph as 

follows: 

             

 As can be seen from the graph above, Procter & Gamble has achieved a higher stock 

return over Unilever on average for the past five years.  There was a period for roughly a year 

and a half in which Unilever was higher; however, on average the DJSI firm (PG) has been more 

financially successful.  It can also be noted that PG has outperformed Unilever in the current 

economic recession that began approximately in October 2008.     

             

  

  

UL PG 
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 The following chart displays Johnson & Johnson valuation measures against one of their 

closest competitors outside of the DJSI, Novartis AG, according to YahooFinance. 

  

 As shown from the data above, Johnson & Johnson appears to outperform Novartis in all 

key statistics; however, the two companies are very close.  As a result of their similar financial 

characteristics, it is essential to consider their stock performance over the past five years.  A 

graph of this information from YahooFinance is shown as follows: 
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Based on the graph above, it is apparent that Novartis has had a higher stock return than 

Johnson & Johnson on average.  As a result of this information, it appears that overall Novartis 

has been more profitable than Johnson & Johnson and as a result of this, more successful in the 

terms of this paper.  

The following chart displays Chevron Corporation valuation measures against one of 

their closest competitors outside of the DJSI, Exxon Mobil Corporation, according to 

YahooFinance. 

NVS JNJ 
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 According to the chart above, Chevron outperforms Exxon Mobil in all the key 

measurements listed except for the PEG Ratio.  Since the P/E ratio is similar to the PEG Ratio 

with the exception of the growth measurement, it is safe to assume Exxon Mobil currently is 

incurring greater growth possibilities than Chevron.  However, since Chevron still has high 

calculations in all other categories, it would appear that Chevron has a more stable business than 

its competitor.   

 Despite the results of the calculations above, it is necessary to look at the stock returns 

comparison for both companies.  The graph below shows the stock returns for both companies 

for the past five years according to YahooFinance. 
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According to the graph above, it is obvious that Exxon Mobil has experienced higher 

stock returns for the majority of the five year period dating back to mid-2004.  As a result of 

these results, it is difficult to discern which company has been more successful.  There appears to 

be no major difference between the DJSI firm and its competitor in this situation.  

The following chart displays Microsoft Corporation valuation measures against one of 

their closest competitors outside of the DJSI, Google Incorporated, according to YahooFinance 

and Wikinvest online.  “Google is a particular threat because it is also expanding into browser-

based applications, with programs like Google Spreadsheet and Writely beginning to challenge 

Microsoft's traditional desktop-based Office suite. While Google's software offerings do not yet 

pose any real threat to Microsoft Office (for instance, Spreadsheet's security capabilities are 

many steps behind Microsoft Excel's), new versions may begin to close the gap” 

(www.Wikinvest.com) 

CVX XOM 
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  As shown in the data above, Google outperforms Microsoft in its segments overall in all 

key areas except for in PEG Ratio and Price/Book Ratio; however, Microsoft continues to have a 

much higher Market Capital and Enterprise Value than Google overall.  The graph below shows 

the stock performance of the two firms over the past year.  The data below was only displayed 

for one year because their stock returns over the past five years were more closely related and 

made it difficult to discern which firm, if any, had outperformed the other.   

   



Goebel 

23 

 

 Although Microsoft appears to have outperformed Google overall, it is interesting to note 

that at the beginning of the economic recession, Microsoft began to steadily decrease in value 

while Google has maintained a steady increase in value.  In this situation, it is difficult to 

determine whether the DJSI firm has been more successful overall.  It would appear that in a 

normal economy, the environmental firm outperforms their competitor but during a recession, 

the opposite occurs.  

The following chart displays IBM Corporation valuation measures against one of their 

closest competitors outside of the DJSI, Apple Incorporated, according to YahooFinance. 

MSFT GOOG 
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According to the chart above, it is evident that Apple outperforms IBM in all key 

calculations except for the Price/Book Ratio.  However, IBM has a larger Market Capital and 

Enterprise Value in comparison to Apple.  The graph below displays the stock return for the two 

firms over the past two years.  A two year period was used for this analysis because the five year 

graph displayed the stock returns to be extremely close together based on the view which made it 

difficult to differentiate between which firm had higher returns overall.  
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As seen from the graph above, Apple has outperformed IBM for the majority of the past 

two years.  However, it is interesting to note that since the economic recession began around 

October 2008, Apple’s returns have been much closer to IBM’s which IBM’s returns have 

remained fairly constant through the recession.  As a result of this, it is possible that during a 

recession the green firm is not as negatively affected by the economy as the nonregistered DJSI 

firm appears to be in this situation.  

 The following chart displays General Electric Company valuation measures against one 

of their closest competitors outside of the DJSI, Siemens AG, according to YahooFinance.  

According to Wikinvest online, “Of GE's competitors, Siemens AG (SI) is the most significant. 

Siemens operates in a number of different industries, many of which it shares with GE. In fact, 

NBC Universal is the only of GE's six divisions that Siemens does not directly compete with. 

Despite GE's size advantage, however, Siemens is still a very large company in its own right, and 

IBM AAPL 
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it's the only company that effectively competes against GE in nearly all of its main industries” 

(www.Wikinvest.com). 

 

 Based on the data presented above, it is apparent that General Electric exceeds Siemens 

AG in all key statistics displayed above.  Since Siemens does not post a great deal of their 

financial information publically, it is necessary to use the graph below as a more reliable source.  
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 As shown in the five year graph above from YahooFinance, Siemens has substantially 

outperformed General Electric since the end of 2006 implying that there is no relationship 

between the DJSI firm and success over their competitor, in this case.  

The following chart displays Pfizer Incorporated valuation measures against one of their 

closest competitors outside of the DJSI, Merck & Company Incorporated, according to 

YahooFinance. 

GE SI 
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Based on the chart above, it is difficult to determine which firm is more successful based 

on key statistics since they are extremely closely related.  As a result of this, the graph of each 

firm’s stock return is shown below for further reference.   
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As can be seen from the graph above, Merck & Company has outperformed Pfizer in 

stock returns since roughly April of 2006.  However, it appears that the most recent economic 

recession has had the greatest impact on Merck & Company while having minor effects on 

Pfizer.  In this scenario, it appears that during a recession, the nonregistered DJSI firm incurs the 

greatest negative impact in stock returns while the green firm maintains their returns to a small 

degree.  

The following chart displays JPMorgan Chase & Company valuation measures against 

one of their closest competitors outside of the DJSI, Bank of America Corporation, according to 

YahooFinance.  

PFE MRK 
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 According to the chart above, JPMorgan Chase outdoes Bank of America in all key 

measurable statistics except for PEG Ratio and Enterprise Value/Revenue.  Although it is 

obvious that JPMorgan Chase currently has a much higher P/E Ratio, it is interesting to note that 

Bank of America has a higher growth rate given that its PEG Ratio is nearly triple that of 

JPMorgan Chase.  A graph of the stock returns for the two companies is shown below.  
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 The graph above demonstrates that within the past year, JPMorgan Chase has 

outperformed Bank of America; however, up until that point, Bank of America had the higher 

stock return out of the two.  It is interesting to note that the companies seem to have peaks and 

troughs at the same moments in time.  Although they are direct competitors, usually stock returns 

for competitors do not mirror each other as closely.  This would imply that the consumers for 

both companies are similarly affected within the economy, and tend to make comparable 

decisions regarding their stock interests.  

 The following chart displays Coca-Cola Company valuation measures against one of 

their closest competitors outside of the DJSI, Dr Pepper Snapple Group Incorporated, according 

to YahooFinance. 

JPM BAC 
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 The chart above displays that Coca-Cola outperforms Dr. Pepper Snapple Group in every 

aspect of the key statistics except for the PEG Ratio.  As a result of this, it appears that Dr. 

Pepper Snapple Group has a higher growth rate than Coca-Cola at this time. However, it is 

necessary to take the graph below into consideration.  

 

KO DPS 
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 The graph above is shown over a time period of the past year because the Dr. Pepper 

Snapple Group is newly a public company and as a result, their stock returns from before that 

time are not readily available. According to the graph though, it seems that Coca-Cola and Dr. 

Pepper Snapple Group have incurred similar stock returns over the past year. It appears that Dr. 

Pepper Snapple Group was outperforming Coca-Cola for several months until the most recent 

recession began, at which time, Coca-Cola began to outperform its competitor.  However, it 

appears that at the present time, the two firms have more closely evened out with Dr. Pepper 

Snapple Group incurring slightly higher stock returns than Coca-Cola.  

 The following chart displays Cisco Systems Incorporated valuation measures against one 

of their closest competitors outside of the DJSI, EMC Corporation, according to YahooFinance. 

  

 

 As shown in the chart above, Cisco Systems and EMC2 have similar numbers in most of 

the key statistics measured above.  The valuation measure that is interesting to note is the PEG 

Ratio for the two firms, which appears to be practically identical.  Since these measurements are 
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extremely close in numbers, it is necessary to look at the stock returns of the two firms shown 

below.  

 

 As shown in the graph above, EMC2 has outperformed Cisco Systems overall with the 

exception of a few months, most recently at the end of 2006 and beginning of 2007.  As a result 

of this information, it is difficult to say that the DJSI firm outperforms its competitor in this 

scenario because it appears that the opposite would be true.  The nonregistered DJSI firm, EMC2, 

seems to be a close competitor for Cisco Systems, even in the recent economic recession.  

 Below is a graph from the DJSI website displaying the consolidation of Total Returns for 

the firms registered on the DJSI and firms registered on the Dow Jones Wilshire U.S. Index. 

CSCO EMC 
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 As one can see, the total stock returns for the DJ Wilshire US Index have been higher 

than the DJSI, on average, by roughly 1.21 percent.  Although this information shows that the 

DJSI firms do not necessarily perform at a higher rate than their nonregistered competitors, it is 

interesting to note how close the two total returns are to each other.   

 Based on the key statistics that were presented above for each DJSI firm and their 

nonregistered DJSI competitor, it is safe to say that the DJSI firms, on average, do not 

outperform their competitor.  It would appear that in the valuation of DJSI firms vs. their 

competitors, the green firms do not outperform their competitors as a result of their commitment 

to be economically responsible.  However, it is extremely important to take the impacts of the 

most recent economic recession into consideration.   

 In four of the comparisons shown above, it appears that the economic recession tends to 

have a more negative impact on the nonregistered DJSI firms than on their green competitor.  
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This is important to note because in most of the comparisons in which the nonregistered DJSI 

firm outperformed their green competitor, the opposite appeared to be true beginning in October 

2008.  For example, even if the green firm was still incurring lower stock returns than their 

competitor, their returns would be more constant while their competitor’s returns would decrease 

at a more drastic rate.    

 Unfortunately, since this sample only studied ten firms within the DJSI, it is difficult to 

discern if there is indeed a positive correlation between economically responsible firms and 

higher stock returns.  There does, however, appear to be some evidence that the DJSI firms tend 

to have a benefit over their competitors starting in October 2007, when the economic recession 

began.  It would be interesting to do a more in depth study to determine if this has always been 

the case in past years when the economy was experiencing relatively lower rates of growth 

implying a small suggestion of a recession.   

 It is also possible that with a much larger sample of the DJSI firms and their 

nonregistered competitors, there would prove to be a correlation between the green firms and 

their high stock returns.  

 At this point, although there is not sufficient evidence to conclude that the DJSI firms 

incur higher stock returns than their nonregistered competitor, on average, it would seem that it 

is still beneficial for firms to practice economically responsible decisions.  In conclusion, 

although green firms may not consistently outperform their competitors, in the long run, firms 

that do not participate in green investments may be hindered overall when the economy finds 

itself in an economic recession.  
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