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DISCLOSURE:  HIP Investor Inc. is a registered investment adviser in the States of California, Washington and 
Illinois, also serving clients in Idaho, Iowa, Massachusetts, New York, and D.C., via discretionary separately 
managed accounts on Folio Institutional and Charles Schwab Institutional.    HIP also manages investment 
models on advisory platforms such as EQIS and First Affirmative that serve clients in multiple states, but 
those platforms and their advisors (not HIP Investor) have discretionary authority for their clients’ portfolios. 
This is not an offer of securities, nor a solicitation or offer to sell investment advisory services except where 
HIP Investor Inc. is registered or where an exemption or exclusion from such registration exists.   CEO and 
CIO R. Paul Herman is a registered representative of HIP Investor Inc. Please review the disclosures on each 
strategy’s results on the performance summary page. All investing entails risks. Past performance is not 
indicative of future results.
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HIP Investor Inc. (“HIP”) is a global leader in impact investment management 
and sustainability ratings. HIP (which stands for Human Impact + Profit) col-
lects measurable, quantifiable results across 30 fundamental business and 
sustainability factors (including ESG and SRI indicators) that also connect to 
cash flows, shareholder value and financial risk and return potential. 

Founded in 2006, HIP now rates more than 4,900 companies worldwide, 
covering 85% of global equity value. In addition, HIP rates 20,000 issuers of 
bonds for impact and profit potential, including corporate and muni bonds.  
HIP’s Ratings drive six impact-focused investment strategies managed by 
HIP Investor:

HIP 100 (Core ESG)

HIP 100 Exclusion (SRI)

HIP Sustainable Real Estate (REIT)

HIP Preferred Stock

HIP Best Companies to Work For

HIP Global Dividends

HIP is a state-registered investment adviser, and is based in San Francisco, 
California.  The firm currently manages approximately $13 million directly 
through separately managed accounts and indirectly as a model manager 
on advisor platforms. In addition, HIP Ratings are licensed by Hedge Funds,  
College Endowments, Investment Advisers, and 401(k) Plans to inform in-
vestment decisions and deliver impact reporting to clients.

The HIP Investor textbook and e-book, published by John Wiley & Sons 
in 2010, offers a deeper dive into the HIP ratings methodology and is in-
tended to be accessible to audiences of varying levels of sophistication. 
The book, which swiftly became a top 20 business book seller in April 
2010 for Inc. magazine / 800ceoRead.com, is integrated now into 26 uni-
versity, MBA, and MPA curricula globally.

FIRM OVERVIEW
HIP Investor, Inc.
Founded: 2006

HQ: San Francisco, CA

AUM (as of 8/31/16): 
Firm: $13 million, including

HIP Strategies on 
advisor platforms

BestCo’s Strategy: $0.1 million

Products & Services:

•	 25,000 ESG Ratings
•	 6 Investment Strategies
•	 Portfolio Consulting

Ratings Universe:

•	 Corporates: 4,500
•	 Muni Issuers: 20,600
•	 Sovereigns: 150 

Platforms:

•	 Charles Schwab 
Institutional

•	 EQIS
•	 First Affirmative  

Financial Network
•	 FOLIO Institutional
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The HIP Best Companies To Work For strategy seeks to offer investors attractive income yield and diversification into real 

estate and natural resource firms, seeking to reduce risk, enhance yield and return potential and add more sustainability 

results to their portfolio. The HIP Best Companies strategy invests in the publicly traded constituents of the Fortune 100 

Best Places To Work, which are selected according to an annual survey conducted by the Great Place To Work institute. 

The objective of the HIP Best Companies portfolio is to meet or exceed the benchmark of the S&P 1500 index on both 

financial risk-adjusted returns, as well as sustainability performance, which is measured by the HIP Ratings of holdings. 
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HIP brings a systematic approach to quantifying and rating sustainability, and how it can impact profit, cash flow and 

shareholder value.  HIP’s methodology analyzes each firm in three areas: 

•	 Products and Services which seek to solve human needs and can add to top-line revenue and market share;  

•	 Management Systems which gauge the ability of the enterprise to methodically guide the company to results 

via systems and processes, resulting in reduced risk and a more resilient company;

•	 Operating Metrics which measure the efficiency and effectiveness of business and sustainability fundamentals, 

including customer satisfaction, employee retention, energy intensity, staff diversity and legal exposure, thus 

reducing costs and enhancing cash flow, profits, and shareholder value.

HIP Ratings, inspired by Maslow’s hierarchy of needs, 

focus on five pillars:  Health, Wealth, Earth, Equal-

ity and Trust. Management Systems examines five 

components:  Vision, Metrics, Financial Alignment, Ac-

countability and Decision-Making.  HIP examines each 

holding comprehensively to assess its impact + profit 

potential. 

RATING0 100

IMPACT

FUTURE RISK

FUTURE RETURN

MORE VOLATILE MORE RESILIENT

LESSER POTENTIAL STRONGER POTENTIAL

NET NEGATIVE IMPACT NET POSITIVE IMPACT

HIP Impact Ratings score and rank investments on a 0 to 100 

spectrum that captures metrics from operational outcomes, 

products and services, and management practices. Metrics are 

selected and weighted according to quantifiable human impact as 

well as materiality, defined as positive or negative effect cash flow. 

Higher HIP ratings therefore tend to correlate with higher returns, 

lower risk, and more positive impact. Lower ratings tend to correlate 

with lower returns, more volatility, and less impact.

INVESTMENT PHILOSOPHY
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In constructing the portfolio, HIP first aggregates all the publicly traded companies of the Fortune 100 Best Places To 

Work list.  Then, HIP maps existing information about their sustainability and business fundamentals into HIP Ratings 

for each firm.  After quality-checking and then benchmarking the performance of companies on their impact + profit 

potential, the Portfolio team then reviews the HIP Ratings for the full universe. 

The HIP Best Companies portfolio typically invests in 35 to 55 securities, depending on how many public compa-

nies manage to qualify for the Fortune 100 Best Places To Work list.  The investment process weights higher HIP 

Rated securities with a higher weight, and lower HIP Rated securities with a lesser weight. The HIP process prioritizes 

fundamentals-based weighting over traditional market-cap weighting, which can better capture the future risks and 

rewards, producing a more resilient, forward-looking portfolio. 

Higher HIP Ratings represent firms that are actively addressing the social and environmental impact associated with 

their products and services as well as their day-to-day operations. Highly rated firms tend to be innovative rather than 

extractive in their use of human and natural resources. By adhering to the human needs of their various stakeholders, 

highly rated firms are often able to better manage future risks and produce higher financial returns. 

Paul Herman, CEO + CIO
An internationally recognized expert in impact investing, R. Paul Herman invented the “HIP = Human Im-
pact + Profit” methodology in 2004 to show that the strongest portfolios and leading companies in profit 
and shareholder value can source much of  their competitive advantage and bottom-line benefits from 
improvements in quantifiable human, social and environmental impacts. Herman founded HIP Investor 
in 2006, and has managed HIP Portfolios as the Chief Investment Officer and Portfolio Manager since 
2009. Herman’s financial expertise began with his Wharton School finance degree in 1989 and corporate 
advising at McKinsey & Co. developing incentive regulation for energy companies and regulators. At 
eBay founder Pierre Omidyar’s Network, Herman designed investment strategies that enabled high hu-
man impact and profit potential.

Fabian Willskytt, MBA,  VP - Analysis & Client Solutions
Fabian systematically researches and analyzes the human, social and environmental impacts of compa-
nies, governments and non-profits issuing securities, which all garner a HIP Rating.  Fabian co-architects 
and simulates investment portfolios to seek higher human impact and financial resilience.  Fabian is an 
MBA graduate from San Francisco State University, with a focus on sustainable business practices and 
economic development. Fabian has been a Top-10 worldwide finalist in the Morgan Stanley Sustainable 
Investing Challenge. Prior to joining the HIP team, Fabian consulted with social enterprises in the U.S. 
and abroad. Fabian also teaches an undergraduate course in Sustainability & Innovation at San Francisco 
State University.

INVESTMENT PROCESS

INVESTMENT TEAM
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Universe:  Publicly traded firms featured in 
Great Place to Work® Institute’s 100 Best 
Companies to Work For® list produced for 
FORTUNE magazine yearly.

Benchmark for Comparison:
S&P 1500 Index

Method for Weighting:  
Weighted by HIP Rating, which quantifies  
results of sustainability factors that can drive 
profit and shareholder value; only includes  
firms with above-median HIP Rating

Number of Securities:  38 firms

Rebalancing of the Index:  At manager’s 
discretion, up to 4x per year (quarter-end)

Inception Date: February 23, 2012

Investment Size: $100,000 to $250MM

Fees (billed quarterly, in advance):
0.50% annual fee (or lower for larger AUM) 
for assets managed;  brokerage fees will vary 
based on advisor platform pricing

cumulAtIve totAl return* 
Includes reinvested dividends and
deducts Advisory Fees and estimated trading 
costs
This HIP strategy follows the Great Places to Work approach, published in 
Fortune since 1998, that Dr. Alex Edmans (Wharton, now LBS) analyzed.  
The public equities on the list are weighted by the HIP Ratings. HIP seeks 
to outperform traditional investment benchmarks via this strategy, striving 
to achieve more positive human impact, lower risk, and increased financial 
returns.

* Disclosure and Assumptions: The HIP Portfolio results represent actual trading since inception, assuming a $1,000,000 beginning 
portfolio. Actual results are derived from a composite of the HIP Best Companies Folios of all separate accounts managed by HIP. Cli-
ent results may differ depending on the size of account, timing of trading and reinvestment of dividends. During the period for which 
results are shown, securities of stocks have generally been rising, and the returns are partly a function of this market environment. If 
this environment were to change materially, the results portrayed by HIP would, in all likelihood, reflect results different from those 
portrayed. The HIP Portfolio actual results include reinvested dividends or interest, and results are net-of-fees as a client would have 
paid to HIP on a quarterly basis in advance for advisory fees and brokerage costs.  The composite results portrayed during the period 
are compared to the performance of the S&P 1500 because the securities making up the composite most nearly reflect the types of 
securities making up this index.  During the period for which results are shown, HIP has maintained the same investment strategies 
and advisory services as those that HIP offers to clients.  There is potential for loss as well as for profits. It should not be assumed that 
the recommendations made in the future will be profitable or will equal the performance of the securities in the portfolio.  The S&P 
1500 index benchmark shown is a market indicator and the ITOT is available for direct investment. Tax consequences have not been 
considered. Results reported are unaudited, and based on the most up-to-date data available.  Investments are managed by HIP In-
vestor Inc. as investment adviser via separately managed accounts at FOLIOfn Institutional or Charles Schwab Institutional. This is not 
an offer of securities. Past performance is not indicative of future results.

Assumes a $1,000,000 beginning portfolio

HIP BEST COMPANIES 
PORTFOLIO

Placeholder: The REIT had “Awards” here, what could be a good fit for Best Companies?
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** NOTE: Holdings are subject to change and do not constitute a recommendation or solicitation to buy or sell a particular  
security. Do not assume an investment in any of the securities was or will be profitable. 

* Full Disclosure and Assumptions are on the front page.  Annualized financial return includes reinvested dividends and assumes 
a $1,000,000 beginning portfolio. Returns are net of advisory fees and trading fees billed quarterly in advance, as if managed by 
HIP and custodianed by FOLIOfn or Schwab Institutional.  The HIP Portfolio returns are a model portfolio; client results can vary 
based on account size, dividend reinvestment and timing of purchases and sales.   All figures beyond 1 year are annualized; return 
periods ending June 30. 

FIRM (TIckeR) HIP Weight

Allianz Life Insurance (AZSEY) 75.7% 4.57%

Autodesk (ADSK) 71.6% 4.32%

Novo Nordisk (NVO) 71.4% 4.31%

Accenture (ACN) 67.5% 4.07%

Roche Holdings (RHHBY) 66.1% 3.99%

Cisco Systems (CSCO) 62.3% 3.76%

Adobe Systems (ADBE) 60.6% 3.66%

Marriott International (MAR) 56.7% 3.42%

Alphabet (GOOG) 54.7% 3.30%

Salesforce (CRM) 54.5% 3.29%

By over-weighting material ESG fundamentals, the HIP Best Companies strategy seeks to meet or exceed the benchmark of the S&P 
1500 index on both financial risk-adjusted returns as well as sustainability performance, as defined measured by the HIP Ratings of 
the holdings. To date, the portfolio has been experiencing an annualized tracking error of 3.79% since inception.

ANNUAL FINANCIAL RETURN
BY PERIOd, NET OF FEES*

PORTFOLIO TOP TEN
BY HIP RATING (OUT OF 100) ANd TARGET WEIGHT**

RATIOS RELATEd TO RISK

TRACKING ERROR

2016
YTD

2015 
Year

2014 
Year

Annualized 
Since Inception 

Cumulative  Return
(6/27/2013 - 6/30/2016)

HIP Best Companies Gross + 0.02% + 0.83% + 12.91% + 10.34% + 34.34%

S&P 1500 Index + 4.20% + 1.01% + 13.08% + 11.52% + 38.69% 

HIP Gross Exceeds Index By: - 4.18%  - 0.18% - 0.17% - 1.18% - 4.35%

HIP Best Companies Net - 0.61% - 0.45% +11.46% + 8.97% + 29.38%  

ACTUAL Index 

Characteristics

6/27/13 to 6/30/16  

HIP BesT

coMPanIes
(GRoss)

HIP BesT

coMPanIes
(neT)

S&P 1500 
Index

α: Alpha 
excess return beyond 
expected risk-adjusted 
return

- 1.82 -3.81 0.00

β: Beta
sensitivity to benchmark 
returns

1.06 1.11 1.00

r2: R-Squared
correlation or fit

90.9% 99.8% 100%

Sharpe Ratio
excess return per unit of 
risk

+ 0.228 + 0.198 + 0.280

σ: Standard Deviation 
(MONTHLY)
average distance from the  
mean volatility

3.6% 
monthly

3.6%
monthly

3.3% 
monthly
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The composition of the HIP Best Compa-
nies strategy is determined by the publicly 
traded constituents of the Fortune 100 Best 
Places To Work, which ranks companies on 
their ability to engage their employees and 
create effective on their company cultures. 
The sector distribution of this list shifts from 
year to year, but tend to tilt toward technol-
ogy and consumer product sectors. The 
technology sector in particular has been 
successful in developing a culture where 
employee engagement is highly valued 
and often used as a competitive advantage.  

sector weightings - HIP best companies vs benchmark

SECTOR ALLOCATION
sector weightings - HIP best companies
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The HIP best Companies strategy exceeds the benchmark in all 
impact ratings. This out-performance indicates that the con-
stituents of the HIP portfolio are experiencing generally better 
ESG performance than those of the benchmark, which can re-
sult in reduced risk and improved financial performance.

The HIP Best Companies portfolio outperforms the benchmark 
according to Industry peer comparison, as well as on a Cap Size 
and a Geographical basis. On average, the HIP portfolio rates 
in the top Quartile according to Geographical peers, and in the 

top Third according to Industry peers.

The constituents of the HIP Best Companies strategy are 

weighted according to HIP Ratings, whereas the benchmark 

is weighted according to the size of market cap. HIP Ratings 

prioritize managing future risk and monetizing future oppor-

tunities. By linking the allocation to fundamentals rather than 

to market cap valuation, which is susceptible to erratic market 

behavior, investors benefit from a more resilient portfolio. 

constituent HIP rating vs Holding weight

ESG PROFILE
g
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45.4%

74.9% 71.1%

61.9% 47.6%

80.4% 75.9%

HIP best comPAnIes 
PortFolIo

bencHmArk: 
s&P 1500

49.6%
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HIP IMPacT 
PIllaR

 Company HIP Pillar 
Rating Impact Details

Holding 
Weight in 

Fund

Health WHOLE FOODS 
MARKET 72

Whole Food Market fosters health by advocating for organic food products and offering their employees a competi-
tive health care package. Prioritizing healthy decisions are core to the strategy and contribute to its high employee 
satisfaction rate, with only 10% of the employees leaving the company, and high customer satisfaction rate of 80%.

2.6%

Wealth STRYKER 82
Stryker displays an aptitude for sharing wealth through the company and stakeholders. It has a high average salary 
of $77,162 and compensates employees through a generous stock compensation program. The ratio of CEO pay to 
average worker salary is 50% lower than the average of top 350 US companies, displaying admirable pay equality.

2.7%

Earth CISCO 72
Cisco is a leader at addressing environmental issues. It has set targets to increase efficiencies across the supply chain, 
packaging and energy consumption. Cisco also sources 32% of its energy from renewable sources and has quantitative 
targets to reduce greenhouse gas emissions. These goals come after the company’s success in reducing greenhouse 
gas emissions by 30% from 2007 to 2014.

3.8%

Equality ALLIANZ 77
Allianz prioritizes diversity as a core component of its business. Its workforce is 53% female, and 35% of the managers 
are female. The Board of Directors is also 33% female, which is nearly double the average for companies in the U.S. 
Allianz also employs human rights criteria for their supplier sourcing, supporting equality throughout their business.  

4.6%

Trust NOVO NORDISK 85
Novo Nordisk places a high value on transparency and accountability. The company has committed to rigourous third party 
certifications in the areas of environment, product quality and employee health and safety. In addition, it enstated a policy 
to strive to improve customer satisfaction and be a fair market competitor. Novo Nordisk also has a relatively low amount of 
lobbying expenditures (0.33% of total revenue) and has no reported costs associated with material litigations in recent years. 

4.3%

Management 
Practices ROCHE HOLDINGS 86

Roche Holdings’ management believes that “sustainability is an integral part of the way we do business - now and in 
the future” and the company has been recognized as an Industry Leader in the Dow Jones Sustainability Index for the 
8th consecutive year. It has an established CSR Team, which details how it engages meaningful with stakeholders and 
how the company integrates ESG issues into its strategy and day-to-day decision making. 

4.0%

Products and 
Services SALESFORCE 95

Salesforce revolutionized the CRM industry with its cloud-based software services, or Software as a Service (SAAS). SAAS 
solutions allow companies to reduce their reliance on physical devices and servers, which benefits both operational 
flexibility as well as the environmental footprint. Salesforce also makes its service available to small businesses and 
NGOs through discounted pricing.

3.3%

The constituents of the HIP Best Companies 
strategy are selected according to their em-
ployee practices, which is mainly represent-
ed in the Health and Wealth Pillars through 
metrics such as employee satisfaction, reten-
tion, and access to generous benefits. The 
HIP portfolio also exceeds its benchmark in 
the Products & Services category, which in-
dicates that the underlying constituents are 
solving real human needs with their prod-
ucts and services without being extractive in 
their use of natural and human resources. 

HIGHLY RATEd HOLdINGS BY HIP IMPACT PILLAR

HIP ratings by Impact Pillar - HIP best companies vs benchmark

IMPACT PILLAR RATINGS
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ESG CASE STUdIES:
SELECT IMPACT METRICS

overAll HIP rAtInG 76% 46% 32%
Industry Full Line Insurance Consumer Finance Oil Exp. & Prod.

relative HIP rating by Industry 100% 84% 24%

component of HIP best companies strategy YES YES NO

mAnAGement PrActIces
Integrate ESG into Strategy and Vision? Yes No Yes

Integrated ESG Strategy Audited? Yes No No

            emPloyee sAtIsFActIon
Reported Strikes or Other disputes No No No

Best Places to Work Rank 80 96 No Ranking

employee satisfaction reported by company 73% NoReportedData NoReportedData

           cArbon eFFIcIency
Policy to Reduce Carbon Emissions? Yes Yes No

Targets or Objectives for Emissions Reduction? Yes No No

carbon (co2) equivalents / $1m revenue 1.7 metric Tonnes 4.9 metric Tonnes 986 metric Tonnes

           boArd dIversIty
Policy Regarding Gender diversity on Board? Yes No Yes

Policy Regarding Cultural diversity on Board? Yes No No

Percentage of women on board 33% 15% 13%

           comPensAtIon
ceo to Average employee compensation ratio 358x 274x 606x



Visit HIPinvestor.com to learn more about

the HIP Ratings for Portfolios, HIP’s Investment

Strategies, and how HIP can work with advisers,

fund managers and retirement plans.

945 B Front Street
San Francisco, CA 94111

(415) 295 - 4708

services@HIPInvestor.com

HIP INVESTOR


