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Abstract

Leveraging a novel dataset I study the relationship between green political party
exposure and the investment decisions of Swiss retail investors. Looking at affir-
mative voting outcomes for the Green Party of Switzerland (GPS) and the Green
Liberal Party (GLP) and controlling for votes for major parties in Switzerland, I find
that investors in areas with strong support for both green parties show a preference
for stocks with higher ESG performance, mainly due to GLP support. When ex-
amining the parties separately, the relationship appears contrarian for both. These
findings are strengthened when controlling for investor fixed effects, suggesting the
political climate influences indeed plays a role for investment preferences. Although
preferences for lower CO2-emission stocks are mixed, the contrarian pattern persists
for green versus brown industries. Finally, in terms of past investment performance,
investors in areas with strong support for the GLP consistently exhibit superior per-
formance compared to those in areas with high GPS support. Overall, the results
suggest that changes in the political climate significantly influence asset selection,
particularly when sustainability and environmental issues are prominent.
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1 Introduction

This paper investigates the relationship of sustainable investment decision and the po-
litical climate investors are located in. I focus on affirmative voting outcomes for both
green parties in Switzerland—the Green Party of Switzerland (GPS) and the Green Lib-
eral Party of Switzerland (GLP) controlling for the votes for major parties and analyze
trading decisions over the time 2016 to 2022. I leverage the fact that at the Swiss national
elections in 2015 and 2019 green and sustainable issues gained importance for voters as
evidenced by an increase in voting shares for both Swiss green parties. The rising sup-
port for sustainable policies is not a recent phenomenon as green parties like the Swiss
Green Party (GPS) managed to consistently increase their voting shares *. The trend
can be seen in many Western European countries where green parties slowly grown to
become a rather stable factor Lichtin, van der Brug, and Rekker (2023). Taking to-
gether, these developments highlight the overall increased importance of sustainability
issues among political voters. Several papers study Green Party electorate and support
factors of their success but how change in political climate affect investment preferences
is still understudied. In light of current global challenges such as fighting climate change
and transitioning toward a more long-term-oriented financial system, sustainable finance
and sustainability issues increasingly gain attention not only in political debates but also
in financial markets. The interest in sustainability has been documented in surveys with
retail investors as well but despite the highly claimed interest by retail investors they fall
short to engage in sustainable investing to the same degree according to Paetzold and
Busch (2014).

In this study I try to understand how these trends relate to sustainable trading de-
cisions of Swiss retail investor. Although the majority of finance literature focuses on
institutional investors, in this area of research focusing on retail investors represents a

great advantage. This type of investors are not subject to regulatory constraints and do

1The Guardian- https://www.theguardian.com/world/2019/oct/20/two-green-parties-on-track-for-
gains-in-swiss-elections



not have to disclose and justify investment decisions. They do not follow any mandates
and can follow their own morals and individual assessments and invest their own money
into investment products that along with their values. This makes them an ideal investor
group to study sustainable investment decisions that are changes in local political climate.

I gauge the investors’ exposure to green policies based on national council voting
outcomes. Using the postcodes of their residential address, I identify investors with high
exposure to green policies over time and analyze their stock purchase decision compared
to their counterparts.

I find that investors with higher sustainable preferences prefer stocks from compa-
nies with superior ESG performance and in green industries. Whereas the findings for
individual green parties are mixed, investors in areas with strong support for both Swiss
green parties show similar stock purchases preferences. Controlling for the votes for other
parties, I find that investor from regions with high support for both green parties are pre-
fer companies with higher ESG scores and from green industries and are less likely to
purchase companies from brown industries.

When looking at the parties separately the relationship seems to be contrarian for both
green parties. These findings are further strengthened when controlling for investor fixed
effects, indicating that shifts in the political climate do indeed play a role in shaping
investment preferences. While the results regarding preferences for stocks with lower
CO2 emissions are mixed, the contrarian tendencies are again evident when examining
preferences for stocks in green industries versus brown industries. Finally, in terms of past
investment performance, investors in areas with strong support for the GLP consistently
exhibit superior performance compared to those in areas with high GPS support.

Overall, the findings suggest that investor behavior and preferences differ depending
on which green party has more political support in a given region. While GLP support is
associated with stronger ESG preferences and better investment outcomes, investors in
areas with high GPS support shows a contrarian investment pattern and lower investment

performance.



This paper is structured as follows: In the first section, I provide a brief introduction
followed by a literature review. In section three, I formulate my research questions and
derive testable hypothesis. In section four, I present the data, along with the methodology
and the sample used for the empirical analysis. Section five presents the main findings of
the empirical analysis, first for for the green policy exposure and second for the investors

past investment performance. Finally, section six concludes.

2 Literature Review

The relationship between political ideology and investment decisions is studied exten-
sively in both theoretical and empirical finance literature. Hong and Kostovetsky (2012)
analyze how political contributions and stock holdings of U.S. investment managers are
related. They find that mutual fund managers donating to Democrats hold less compa-
nies that are considered to be socially irresponsible. Further, funds labeled as socially
responsible investing (SRI) funds are more likely to be managed by Democratic manager.
Aiken, Ellis, and Kang (2020) study the relationship of political ideology and portfolio
holdings. They focus on the members of the U.S. Congress and find that politicians with
similar beliefs hold similar portfolios. Further, more liberal members are more likely to
invest socially responsible (SRI), even within political parties. Both studies therefore,
highlight the impact of political ideology on investing and SRI preferences. Additionally,
Bonaparte, Kumar, and Page (2017) show that people’s optimism towards financial mar-
kets and the macroeconomy is influenced by political affiliation and the existing political
climate. Investors tend to become more optimistic and perceive less risk when their pre-
ferred party is in power, leading to shifts in portfolio allocations towards riskier assets,
such as small-cap and value stocks. Finally, Heeb, Kolbel, Ramelli, and Vasileva (2023)
conduct an experiment to study if sustainable finance could potentially crowd out indi-
vidual political support for environmental regulation. They find that climate-conscious

investment opportunities do not hinder individual support for climate regulation. Their



findings indicated limited spillover effects of sustainable finance on political decision-
making. On the other hand, many theoretical articles study how the incorporation of
environmental, social and governance (ESG) considerations alter traditional investment
models. Lubos Péstor, Stambaugh, and Taylor (2021) develop an equilibrium model to
study the financial and real effects of sustainable investing. Depending on the investors
taste for green assets, investors either overweight green assets and underweight brown
or trade in the opposite direction. Pedersen, Fitzgibbons, and Pomorski (2021) propose
a model in which investors optimally choose a portfolio on a ESG-efficient frontier that
satisfies four-fund separation. They consider three types of investors: ESG-unaware,
ESG-aware, and ESG-motivated, the portfolios on the ESG-efficient frontier combine the
risk-free asset, the tangency portfolio, the minimum-variance portfolio, and what they
call the ESG-tangency portfolio. Goldstein, Kopytov, Shen, and Xiang (2022) propose
a rational expectations equilibrium model to investigate the effect of ESG investing on
information aggregation by prices. Their model considers traditional and green investors
that trade in the opposite directions due to their distinct preferences over financial and
ESG risks. Taken together the majority of theoretical frameworks distinguish between
green or sustainable investors on the one hand and traditional investors on the other hand.
These two types of investors are distinctively different in their investment preferences and
asset selection. Whereas traditional investors are assumed to have no non-financial se-
lection criteria, sustainable investors are assumed to focus primarily on green assets and
assets with low sustainable externalities and are less likely to invest in brown industries.
In this paper I challenge these assumption by empirically testing them with retail investor
trading data. On the empirical side, Bolton and Kacperczyk (2020) find that institutional
investors use exclusionary screening looking at companies‘ direct emission intensity (the
ratio of total emissions to sales) in some controversial industries. At the portfolio level,
Gibson Brandon, Glossner, Krueger, Matos, and Steffen (2022) analyze environmental,
social, and governance (ESG) scores from institutional investors that sign the Principles

for Responsible Investment (PRI). They find that on average, institutional investors who



sign the PRI show superior portfolio ESG scores and additionally improve their scores
after joining the PRI. In another paper Gibson, Krueger, and Mitali (2020) analyze the
relation between sustainability footprints and risk-adjusted investment performance. The
authors propose a novel way of measuring the equity portfolio-level environmental and so-
cial characteristics, the \sustainability footprint”. They nd that institutions with better
sustainability footprints outperform. While much of the literature focuses on institutional
investors, some studies explore retail investor survey data. Giglio, Maggiori, Stroebel,
Tan, Utkus, and Xu (2023) investigate the ESG beliefs and preferences of retail investors,
linking these to their investment portfolios. They nd that while most investors expect
ESG investments to underperform, signi cant ESG holdings are concentrated among
those who expect outperformance.

In summary, political preferences can shape how investors select assets, especially
when sustainability and environmental concerns are prominent. With the increasing
importance of environmental, social, and governance (ESG) factors in nancial markets,
understanding how political exposure in uences sustainable investing has become crucial.
This paper contributes to this discussion by examining the investment behavior of Swiss
retail investors, particularly in relation to their local political climate and support for

green political parties.



3 Research Question

Given the previously pointed out gaps in the literature | address two main areas of
research with my study. The rst is related to past sustainable trading preferences and
stock purchase preferences, the second relates to the local political climate and investors

stock purchase preferences. The two research questions are:

1. Does the investors local political climate relate to their stock purchase preferences?

2. Does the investors local political climate relate to their investment performance?

Building on the theoretical literature on sustainable investing, these two research ques-

tions translate into four main testable hypotheses:

1. (a) There is a signi cant relationship between investors' local green party support

and the ESG performance of purchased stocks.

(b) There is a signi cant relationship between investors' local green party support

and the industry classi cation (green or brown) of purchased stocks.

2. (a) There is a signi cant relationship between investors' local green party support

and the monthly changes in portfolio value.

(b) There is a signi cant relationship between investors' local green party support

and the volatility of monthly portfolio returns.

In order to answer these questions | use Swiss retail investor trading data matched
with company data of purchased stocks. Further, | use Swiss voting data to determine the
local political climate an investor is resident in and monthly portfolio values to measure

investment performance.



4 Data

In this section, | describe the data used and the methodology employed to analyze how
higher exposure to green policies relates to the stock purchase decisions and past in-
vestment of retail investors. | use Swiss retail investor transaction data hereafter called
trading data and investors characteristics data from a retail bank. The bank o ers an
online trading platform and trading services to its clients, acting as a broker. Transac-
tions in the trading data are on daily basis and show detailed transactions information.
Holding data are end of month cash and assets holdings adjusted with cash withdrawals
and cash inputs to compute changes in portfolio values. Investors characteristics data
comprise gender, age groups and post codes. Transactions and investors are completely
anonymized as investors ids and transaction ids are generated randomly and purely cre-
ated for the research purpose. Based on the transactions™ security ISINs | match security
information retrieved from Datastream. Information comprises underlying parent com-
pany information that is both time-unvarying (characteristics), balance sheet data and
ESG performance data. Based on the investors postcodes | match Swiss voting data from
national votes Kenig, Kuster, Schulz, Schneider, Straub, Nussbaum, and Friedling as well

as demographics data (2023) (FSO) from "Federal Statistical O ce" .

4.1 Trading Data

| work with a novel data set from a retail bank that covers investors transactions from 2016
to including 2022 summing up to a total number of 17,151,729 total transactions from
211,788 total investors. For each transaction the data set contains detailed information
like transaction type, security name and ISIN traded, the transaction price in CHF,
the quantity, the transaction date and an investor id. Further each transaction can be
identi ed by a trade id. Further, the trade type i.e. whether itis a purchase or a sell action

is indicated. The data sets cover di erent asset classes spanning from shares, structured

products (foreign, domestic shares Vitx) , investment shares (ETF, Unit Truts, Funds



Fund Shop, Fund TIFF, basket), bonds (foreign, domestic, Eurobonds) and metals. The
most traded asset class are foreign shares with 4,498,452 trades followed by derivatives
4,487,445 trades and options 2,899,947 trades. Bonds with 146,734 trades and metals
with 314 trades are less traded. Finally, investors buy with 9,813,063 purchases more

than they sell with 7,338,666 trades.

4.2 Holding Data

Based on their end of months holdings | match the clients from the trading data with their
past investment performance. | calculate the investment return based on the adjusted
price changes of their holdings and the return volatility. Additionally, | calculate the
risk-adjusted return by computing the Sharpe ratio and, to consider the liquidity needed
for the return | also compute the return per 1000CHF investment. To take care of
extreme and most likely distorting values | drop all returns lower 5 percentile and larger
95 percentile. | also disregard investors without holdings (portfolio value of zero) and
with no returns. Finally, as Sharpe ratios are still drawn to outliers | trim them again to

allow interpretation of the results?.

4.3 Investor Data

As mentioned before the investor data is anonymous and contains only retail investors
resident in Switzerland. Each investor has an investors id created for research purposes
only. Further, it contains information about the gender, the age group and the postcode of
residence address. If investors move during the observation period and consequently have
several post codes or move to another age group | refrain from using this characteristics. |
match the investors postcodes with region ids to match the investors characteristics with

region demographics. This way | am able to match investors to region variables indicating

2The results on the clients holding data were added one year later than the trading data, therefore
there can be minor changes between the client basis in the trading data and holding data due to the fact
that the bank does not store data if clients close their account.



the major regions of Switzerland, linguistic areas, indicator for urban, intermediate and

rural areas and the degree of urbanisation.

4.4 Company Data

Based on company stock ISINs, | utilize a range of nancial and non- nancial data vari-
ables from Datastream, Re nitiv. The non- nancial data encompasses ESG performance
metrics, including annual ESG scores and pillar scores, as well as several CO2 emis-
sions data?, intensity gures, and indicators of sin stocks. Financial data comprises
various measures of nancial performance derived from company balance sheet informa-
tion. Additionally, the dataset includes company characteristics such as diverse industry

classi cations and the country of incorporation and domicile and date of incorporation.

4.5 Voting Data

In Switzerland, elections for the Federal Assembly take place every four years. Swiss
citizens have the right to choose from a broad array of candidates across numerous po-
litical parties to elect the 246 members of parliament who best re ect their views. In the
Swiss Parliament elections, voters have a wide array of political parties to choose from.
Each of the parties o ers di erent perspectives on the role of the state, society, and the
economy. Left-wing parties, such as the Social Democratic Party (SP) and the Green
Party of Switzerland (GPS), advocate for an evolved social state, emphasizing welfare
and social equity. On the other hand, right-of-center parties, like the Free Democratic
Party (FDP) and the Swiss People's Party (SVP), favor liberal economic policies and
underscore the importance of personal responsibility. Some political issues transcend the
traditional left-right divide, including environmental protection, Switzerland's openness
towards the European Union and international organizations, and liberal social values.

On these matters, center parties, such as the Christian Democratic People's Party (CVP)

3Total, direct, indirect CO2 equivalent emissions and CO?2 intensity measured in total CO2 equivalent
emissions to revenues USD in million



might align with parties from either side of the political spectrum. There are two green
parties in Switzerland voters can choose from. Next to the previously mentioned left-
wing Green Party of Switzerland (GPS), there is the Green Liberal Party (GLP) of the
political centre to centre-right. The GLP seek to combine liberalism on civil liberties
and moderate economic liberalism with environmental sustainability Chancellery (2024).
In most cantons, elections to the National Council in Switzerland employ a proportional
representation system. This means that the allocation of seats corresponds directly to
the proportion of votes received by each party or party list. | collect voting data from
"Political Atlas of Switzerland". | focus on a rmative voting outcomes of national votes

in 2015 and 2019, | gather national council elections data based on region level.

4.6 Sample

In this study, | focus on the ESG performance of companies whose stock has been pur-
chased. As such, | exclusively examine stock purchase transactions that include infor-
mation on ESG performance. Therefore, | solely consider stock purchase transactions
with ESG performance information, which amount to 3,914,266 trades out of a total of
17,151,729, representing roughly 22.8% of the dataset. Among the 211,788 investors in-
cluded in the trading dataset, 136,284 show up in the sample, which equates to about
64.35% of the overall investor base. Figure 1 illustrates the annual count of stock pur-
chases alongside the number of investors making these purchases (upper graph) and the
average annual market indices for four main equity markets. A parallel increase in the
number of stock purchases and the number of investors buying stocks is observed from
2019 to 2020 whereas market indices started to increase already in 2018. Therefore the
increase in the number of stock pruchases can be attributed to an overall increase in the
investor base also seen in table 2. This increase in investor based in during the obser-
vations period further alleviates the concerns that there is major part of retail investor

trading history not captured in the sample. It is important to note that the gure only
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considered stock purchases and therefore excludes investors who did not engage in stock
purchases as this is the focus of the study. Therefore, the decrease in both the number of
stock purchases and the number of investors buying stocks in 2020 does not necessarily
imply a decline in number of investor or activity. A more plausible explanation could be
that new investors when opening new accounts, purchase more to build their portfolios
and then tend to reduce their trading activity in the subsequent year. Furthermore, as
investors gain more experience with trading, they may become more comfortable explor-
ing additional asset classes. Nevertheless, the graph indicates a substantial shift in the

underlying investor base after 2019 as evidenced in table 2.

Figure 1 about here

4.6.1 Investor Sample

In my investor sample, | focus on investors for whom | have green voting data for at
least one of the two major green parties in Switzerland. Figures 2 and 3 illustrate the
percentage of a rmative votes for the Green Liberal Party (GLP) and the Green Party

of Switzerland (GPS) during the 2019 elections across various regions. A clear regional
clustering can be observed for both parties, but these clusters di er signi cantly. The
GLP tends to dominate in Zurich and parts of southern Vaud, while the GPS sees stronger
support in Geneva, Neuchatel, and parts of Ticino. Figure 4 and 5 display the changes
in a rmative votes between the 2015 and 2019 elections for each party across di erent
regions. Both green parties have gained a rmative voting shares in most areas. Notably,
the GLP experienced some losses in Grisons, while continuing to grow in Zurich and
western Switzerland. Meanwhile, the GPS lost support in the Bernese Highlands but
gained votes in Ticino. Overall, these gures highlight not only the distinct regional
clusters for the two green parties but also the heterogeneous patterns of change in voting

support across Switzerland.
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Table 1 provides summary statistics related to the demographics and geographical
characteristics of retail investors and their voting patterns in Switzerland, focusing on
green political party support. The statistics are broken down by gender, age groups, re-
gions, language areas, city/country classi cations, and community typology. The voting
percentages represent the average share of a rmative votes for green parties, including
both the Green Party of Switzerland (GPS) and the Green Liberal Party (GLP). Standard
deviations are also reported to re ect variability in support. Out of 211,788 investors in
the trading dataset, 157,940 investors purchase stocks and 136,284 stock purchases with
ESG performance information and from which 135.261 investors have least one of the
green voting information during the study period, representing approximately 63.87% of
the total investor base.*

Female investors show a slightly higher average support for green parties (22.03%) com-
pared to male investors (21.08%). Both genders exhibit similar voting patterns, with
comparable standard deviations for GPS and GLP voting. Support for green parties
tends to be higher among younger age groups. Investors aged 25-34 display the highest
green voting percentages (23.18%), whereas support declines with age, reaching its lowest
level among investors aged 65 and older (18.56%). Regional di erences in green party
support are evident. The highest green party support is found in Zurich (25.20%) and
the Region Emanique (23.42%), with the lowest support in Ticino (10.83%). Investors

in French-speaking regions show the highest green voting (23.49%), with lower averages
in German-speaking areas (20.97%) and signi cantly lower in Italian-speaking regions
(10.73%). Urban areas exhibit the highest green voting percentage (26.75%), while ru-
ral areas show lower support (15.37%), highlighting a notable urban-rural divide in green
party voting patterns. Overall, the data suggest that investor preferences for green parties
vary across demographic and regional lines, with stronger support seen among youngetr,

urban, and French-speaking investors.

4If investors have moved in the observation period and therefore their post code changed | neglect
them from the sample
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| Table 1 about here|

4.6.2 Stock Purchase Sample

In this study, | concentrate on the ESG performance purchased stocks. | exclude short
sales from my investigation as they are in nature short-term oriented and | am interested
in sustainable investment which is long-term oriented. | focus on purchases as these
can indicate investor con dence and positive sentiment towards a company and proxy
interest and optimism also for longer holding periods. Investors can only sell stocks they
have purchased before and sell decisions can be motivated by a wide range of factors
unrelated to ESG performance (e.g., portfolio rebalancing, need for liquidity, market
volatility). Therefore, considering sell transactions could introduce ambiguity into the
analysis speci cally aimed at gauging interest in ESG performance. Table 2 presents
a detailed description of these stock purchases. In this analysis, only those investors
who have engaged in share purchases are included in the sample, meaning that investors
who have traded solely in sustainable bonds and funds but not in stocks are excluded
as the focus in the regression analysis is on stock purchases. Moreover, investors who
transitioned to trading in sustainable products without continuing stock purchases are
also not captured in this dataset. The majority of stock purchases are made in CHF
with 38,96 % purchases closely followed by USD with 37% and EUR with 17,6% of
stock purchases. The remaining stock purchases represents a minor portion of the stock
purchases and is distributed across various other currencies

The volume of trades remains fairly consistent over the rst three years, from 2016 to
2019, making up 28,91% of all stock purchases in the sample. An increase in stock
purchases is observed in 2020 and 2021, representing approximately 52,43% of the trades,
before seeing a decline in 2022.

In terms of industry sectors, technology companies comprise the largest segment of the

sample at 23,15%, followed by healthcare with 16,12%, nance at 13,98%, consumer

13



cyclical with 13,94%, and industrials at 10,25%.

Interestingly, 11.41% of the shares purchased within the sample period were bought
by investors who have also traded in sustainable bonds or funds, highlighting a subset of
the market participants' engagement in sustainability-oriented investments.

Regarding the industries purchases companies in technology sector represent the
largest fraction of the sample with 23,15%,followed by healthcare companies with 16,12%,
nancial 13,98%, consumer cyclical with 13,94% and industrial with 10,25%.

From the purchased shares in the sample 11,41% are purchased by investors that have

traded sustainable bonds or funds in at the sample period.

| Table 2 about here|

Table 3 provides a comprehensive overview of stock purchase summary statistics made
by green voteP. On average, the quantity of stocks purchased is 2,334.43 units, with sig-
ni cant variation (standard deviation of 155,876.22). The average unit price is CHF
177.87, with a wide range from CHF 0.15 to over CHF 500,000. The total and direct
CO2 emissions are provided in logarithmic form, with average values of 11.92 and 10.68,
respectively. The wide range of emissions re ects the diversity of companies in terms of
environmental impact. The average CO2 intensity, which measures emissions relative to
revenue, is 199.17, with a standard deviation of 1,678.40, indicating signi cant variation
in the carbon e ciency of the companies selected. The stocks purchased by green voters
have an average overall ESG score of 59.66, while the ESG Combined Score (which in-
cludes controversy data) averages at 49.96. The E Pillar Score (environmental), S Pillar
Score (social), and G Pillar Score (governance) are 53.11, 61.75, and 61.71, respectively,
suggesting that governance and social factors tend to score higher than environmen-
tal ones in the selected companies. Approximately 9% of the purchased companies are

classi ed as part of a brown industry, while only 3% are classi ed as part of a green

SInvestors for which green voting data for both green parties is missing are neglected from the sample.
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industry, re ecting a relatively low proportion of explicitly green companies in the port-
folios of green voters. Overall, the table reveals a broad range of characteristics for stocks
purchased by green voters, including varying ESG performance, carbon e ciency, and
industry classi cations. These statistics o er insight into the investment preferences of

sustainability-focused investors and the diversity of companies in their portfolios.

4.7 Methodology

In this section | describe the methodology employed and variables used to measure the
investors™ exposure to green policies. Investor exposure to green policies is based on the
investors local political climate. Both measures allow to distinguish investors and de ne
their control groups over time. In section four | use these variables to analyze the ESG

performance of the stocks di erent types of investors purchased.

4.7.1 Measure Investor Exposure to Green Policies

To measure investors exposure to green policies | use investors post codes from their
residential addresses. To determine whether an investor resides in an area with a strong
focus on sustainability, | analyze the voting outcomes of national. Table 4 summarizes
the voting statistics at the region level, displaying the percentage of a rmative votes for
national elections, based on the investors' postal codes.

Regarding the national votes, | focus on the percentage of a rmative votes for two
green political parties, in the 2015 and 2019 elections and control for the parties that
gained the major vote percentages. The two green parties in Switzerland are the Green
Liberal Party (GLP) and Green Party (GPS). Whereas the Green Party (GPS) is more
left-wing the Green Liberal Party (GLP) is more liberal and in the middle-right of the
spectrum.

For the analysis | create four continuous and dynamic variables that capture the total
percentage of a rmative votes for each party received at the region level over time. These

variables re ect the 2015 election results until the 2019 elections and the 2019 election
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results afterwards. This approach allows to track changes in political support over time,
providing a clear picture of voting trends at the local level. The four variables to measure

the exposure to green policies are the following

" GPS votespercentage of a rmative votes for the Green Party (GPS) in 2015 elec-
tion in a region until the 2019 elections and percentage of a rmative votes in the

2019 election results afterwards

GLP votes percentage of a rmative votes for the Green Liberal Party (GLP) in
2015 election in a region until the 2019 elections and percentage of a rmative votes

in the 2019 election results afterwards

Green votesthat sums the votes for both green Swiss parties and re ects the sum
of percentages of a rmative votes for the Green Party (GPS) and the Green Lib-

eral Party (GLP) in 2015 election in a region until the 2019 elections and sum of
percentages of a rmative votes for both green parties in the 2019 election results

afterwards

GPS votes GLP votesis the interaction term between the votes for both green
Swiss parties, the product of percentages of a rmative votes for the Green Party
(GPS) and the Green Liberal Party (GLP) in 2015 election in a region until the
2019 elections and product of percentages of a rmative votes for both green parties

in the 2019 election results afterwards

| sum the percentages of both parties to measure the maximum green voting support an
investor is exposed to in her region.

In order to understand the highest level of political support among investors for each
party, table 4 summarizes the maximum values of these dynamic variables for each in-
vestor. The two green parties in Switzerland GLP and GPS received an average support
of 9.09 % and 13.58% in the investor sample. Although these number might seem small

the continuous characters of the variables still allows for comparison of investors based
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on their origin. Further, it has to be noted that these parties do not belong to the most
voted and therefore strongest parties which explains their small percentages. | control
for a rmative votes from the major Swiss parties. Considering the major ve parties in
Switzerland, the Swiss People's Party (SVP) has the highest support with mean support
of 27% and maximum support of 89% in investor regions. The Social Democratic Party
(SP) follows with mean of 18% and maximum support of 54%. Interestingly, the Liberals
(FDP) have a slightly lower mean support with 17% but a much large maximum support
with 70%. Although the Christian Democrat People's Part (CVP) has lower mean sup-
port with 10% their maximum support in a region is second largest with 84% speaking
for large heterogeneity. Finally, the an alliance of Evangelic Popular Party and Christian
Social Party (EVP n CSP) have lowest mean support with 2% and maximum support of

30%.

| Table 4 about here|

4.7.2 Measure Investor Past Investment Performance

To measure investors past investment performance | use the price changes of their end of
month portfolio values. First | adjust the portfolio value for cash withdrawals and input,
then | compute the monthly price changes i.e. return on the total portfolio. For the
analysis | create four continuous and dynamic variables that assess the past investment
performance. These variables re ect the investment skill, risk and liquidity needed for
the return. This approach allows to track changes in investment performance over time,
providing a clear picture of each clients level of skill. The four measures to measure the

past performance are the following:
" Return: Percentage change in value of end of month portfolio holding.

" Volatility : Volatility of returns form end of month portfolio values
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" Sharpe ratia Portfolio return over portfolio standard deviation

~ Return / 1000CHF invested Return for 1000CHF invested taken into account the

liquidity need to generate the return.

For all four measures | construct the past three-months, six-months rolling windows
means and the total mean considering the entire past changes. In section ve | focus on
the past six-month rolling windows mean but results are very similar for the three-months
rolling window. Regarding the total past investment results are similar for returns and
volatility but insigni cance for the Sharpe ratio and return for 1000CHF. Table 5 displays
the summary statistics of the investment performance and the variables used for the
regression. The monthly returns are trimmed at 5 and 95 percentiles. Further, | disregard
investors for which the holdings and return are always zero. From the green voting sample
of 135,261 clients, 103,047 have total performance data which is around 76,f8%able 5
displays that the mean monthly return is positive with 0.85 percentage points indicating
that investors on average make money with their investment. This is con rmed by the
three-month rolling window mean and the six-month rolling window mean even larger 1
percent and the total mean return of 1.33 percentage points. Further, the mean total
volatility is rather small with 0.08 and also consistent across time frames for the six-
months and three-months rolling windows. This suggests that portfolios exhibit stable
risk levels across the analyzed time horizons. The Sharpe ratio is always positive due to
the positive mean returns and high for the three-months and six-months rolling windows.
Finally, the mean return for 1000CHF invested increased with the holding period. The
average return per 1000 CHF invested is -0.06 for the three-months period and 0.04 for
the six-months period, showing variability in short-term performance. The wide standard
deviation in this metric indicates that some investors see substantial gains, while others
experience losses. Whereas with 3-three months its negative, the six-months rolling mean

return is positive and the total past mean is positive and high with 5.33 percentage points.

6] also run the regressions with winzorized values. The results are basically the same. | have decided
to use trimmed values as | want to ensure that extreme performance values, that are most likely not
representative investors, do not drive the results.
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The total average monthly return across all investors is 1.33%, with a corresponding
total portfolio volatility of 0.08, illustrating a generally positive overall performance with
moderate risk exposure. Overall, the table highlights considerable variability in both
returns and volatility across investors. The consistency of volatility measures and Sharpe

ratios suggests that while returns vary, the underlying risk levels remain relatively stable.

| Table 5 about here|

5 Empirical Results

5.1 Investor Exposure to Green Policies

In this section, | investigate how exposure to green and sustainable policies based on
national votes relates to investors the stock purchase preferences. Based on the investors
post code information | match investors with a rmative voting outcomes of national
council. All voting information is at region level and shows the percentage of a rmative
votes for each green party or percentage of a rmative votes for the major parties in
Switzerland. | use four national vote variables to measure the exposure to green party
policies. All four variables are continuous and time-varying to capture magnitude and
change in green policy exposure. The rstGLP votes is the percentage of a rmatives
votes the GLP party received in an investors region over time, the secon@PS votes
is the percentage of a rmative votes the GPS party received in an investors region over
time. Thirdly, is de ne Green votesas the sum of votes for both green Swiss parties the
Green Party (GPS) and the Green Liberal Party (GLP). Finally, | also investigate the
interaction betweenGLP votes and GPS votes

While the Green votesvariable provides a measure of overall and maximum green

political support, the interaction betweenGLP votes and GPS voteso ers a richer un-
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derstanding of how speci ¢ combinations of political support relate to investment pref-
erences towards ESG performance. A positive coe cient on either of these variables in
relation to ESG performance would indicate a positive relationship, but the interaction
term speci cally suggests a synergistic e ect that surpasses the sum of individual party

supports.

5.1.1 Green Votes and Company ESG Performance

In this section | focus on the national council voting outcomes for green parties in Switzer-
land and corporate ESG performance. Table 6 presents regressions that examine the
relationship between green voting demographics and ESG scores of Swiss retail investors.
The ESG score, ESGC combined score and ESGCC score are signi cantly positively cor-
related with the combined green voting variables both the sum and the interaction term.
Looking at the parties separately, whereas GLP is highly positively related to all three
ESG score, GPS voting are insigni cant for the rst two and signi cantly negative related
to controversy scores. This indicates that investors living in regions with high green party
support for both parties are signi cantly more likely to purchase stocks with higher ESG
performance. Most likely driven by support for GLP. This is con rmed when looking
at the interaction of both parties that recovers the same highly signi cant relationship
between high interacted support and ESG and ESGC combined score although insigni -
cant for the controversy score. The results are signi cant even after controlling for other
party voting support, alternative trading motives and year-quarter and industry xed
e ects and clustering the errors on client and transaction date level. Overall the results
on the national votes indicated that investors in areas with high green voting support
prefer companies with higher ESG scores.

Table A.1 analyzes the stocks sold. The relationship between Green votes and all
three ESG scores weakens, and becomes insigni cant for ESG score and ESCC contro-
versy score. Looking at the green parties separately the results are similar to stock

purchases indicating that investors in areas with high GLP support adapt a screening
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approach where they only focus on trading high ESG scores stocks. For the sale data,
this interaction between GLP votes and GPS votes loses signi cance, which may imply
that this joint e ect is more relevant to buying decisions rather than selling. The weaker
relationship between green voting demographics and ESG scores for sold stocks, com-
bined with the strong positive relationships for purchased stocks, supports the idea that
these investors are using a screening approach. They avoid low-ESG companies from
the start, which reduces the likelihood of selling based on ESG factors later. Instead,
their selling decisions may be driven by nancial performance or other non-ESG-related

considerations.

| Table 6 about here|

When controlling for investor xed e ect the previously discovered results for green
voting and GLP voting support and ESG and ESGC combined score become more sig-
ni cant and are further strengthened. These results in table B.5 highlight the within-
investor changes by controlling for time-invariant characteristics, such as unobserved,
time-invariant investor characteristics. In order words, by controlling for time-invariant
investor characteristics the in uence of within-investor variation on the relationships be-
tween green voting exposure and stock purchase preferences is isolated. Once the xed
e ects are accounted for, it becomes clearer that political changes in uence how investors
make decisions. For the ESGCC score, the majority of relationships become insigni cant
after controlling for investor xed e ects, except for GPS votes, which remains negatively
related. The lack of signi cance for GLP and overall green votes implies that investors
might not be as sensitive to controversy-related issues once individual characteristics are
accounted for, suggesting that these factors may be in uenced more by investor-speci c
traits rather than voting outcomes. Interestingly, the interaction term between GPS and
GLP votes becomes negative and signi cant after introducing xed e ects. This could

indicate a contrarian trading behaviour once the support for the two green parties' is
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high enough. When both GPS and GLP support is high, the negative interaction may
imply that investors in such regions shift to investment strategy, that favour low ESG
performing companies. They could either perceive the ESG-related issue as less pressing
or think they can make money by trading low ESG companies a sustainable investor
would not buy.

Table 7 displays regressions relating the time-varying variables for investors green
voting demographics with the ESG pillar scores of their purchases shares. Green voting
support for both green parities is weakly positively related to the environmental and
corporate governance pillar and GLP voting support is positively related to the environ-
mental and social pillar scores. Whereas the results for GPS votes are insigni cant, the
interaction of both green parties its again highly positively related to all three ESG pillar
scores. The overall signi cant positive relationship between the green voting interaction
term and the pillar scores indicates that the relationship between support for one party

and ESG performance is strengthened when support for the other party is also high.

| Table 7 about here|

Looking at the sale date table A.2 shows that the majority of results become insigni -
cant indicating that investor follow a screening approach where they focus on stocks with
superior ESG performance. Once again introducing investor xed e ects strengthens the
results signi cantly. Table B.6 shows high positively and highly signi cantly relation-
ships for both green party votes and the sum of both parties with all three single pillar
scores. Again, the interaction term between GPS and GLP votes becomes signi cantly
negatively related to all single pillar scores after introducing xed e ects. Suggesting a
contrarian behaviour when both GPS and GLP support is high. Overall, the results on
the single pillar scores support the ndings from the di erent ESG scores and highlight
the importance of the pillar score for both green party support once investor-specic

characteristics are controlled for.
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Table 8 displays regressions relating the time-varying variables for investors green
voting demographics with the CO2 emissions information of their purchases shar€?2
Intensity is CO2 intensity measured as total CO2 equivalence emissions to revenues in
USD in million all on annual basis, the variabled.og(Total CO2) and Log(Direct CO2)
are the the natural logarithm of the companies total and direct CO2 emissions, accord-
ingly. For the combined variablesgreen votesand the interaction term all results are
insigni cant. Looking at GLP votes and GPS votesseparately displays the previously
observed dichotomy. Wherea&LP votesrelated to purchased companies with lower total
and direct log(CO2) emissions, investors more exposed &PS votespolicies purchase
company stocks with higher log emissions. All results are insigni cant for CO2 intensity
measures inCO2 Intensity. Looking at the stocks sold table A.3 con rms the previous
ndings. The results do not alter signi cantly from the purchased stocks. Again, when
introducing investor xed e ects some results are strengthened as evidenced by table
B.7. Green voting support for both green parties and single parties is highly signi cantly
related to log(total CO2) corporate emissions. Whereas the results for CO2 intensity
stay insigni cant, results on log(direct CO2) emissions display the previous dichotomy
wit higher GLP votes related to lower direct emissions and higher GPS votes to higher
direct emissions.

Overall the results for green voting suggest that changes in green policy exposure play
a role for sustainable investing. The relationships is strengthened by using xed e ects,
to attribute changes in investment preferences to external factors (like political shifts)
rather than investor invariant characteristics. Investors in areas with high support for
both parties show stock purchasing preference for companies with higher ESG scores and

pillar scores and lower total CO2 emissions.

| Table 8 about here|
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5.1.2 Green Votes and Industry Trading

In this section | test the assumptions in the theoretical literature by looking at green and
brown industries and re ecting them against the ndings for sustainability preference.
Table 9 displays regressions relating the di erent measures of green voting with whether
the investor purchases stock in the green industry or not and the brown industries or not.
GLP votesis signi cantly positive related to purchasing green companies and negatively
related to brown industries wherea$&PS votesis signi cantly negatively related to green
companies purchases and signi cantly positively related to brown industry purchases.
Combining the two measure in theGreen votesvariables the results mirror the ndings for
GPS votes Green votesis highly signi cantly related to purchases in the green industry
and negatively related to purchases in the brown industry. Interestingly, the result for
the interaction term although with the same signs are weaker. The interaction term for
votes from both green parties is signi cantly positively related with investments in green
industries, but it is not signi cant for investments in brown industries. Overall the results
con rm the ndings for sustainability preferences and industry trading in the previous
section. Taken together they con rm the assumptions made in the theoretical ligature

that sustainable investors focus on green industry and refrain from brown industries.

Figure 9 about here

Again, looking at stocks sold the ndings do not alter signi cantly con rming the
screening approach. Table A.4 con rms the previous ndings for focused trading in green
and avoidance of brown industry stocks related to green voting exposure. Once again
the ndings are strengthened when introducing investor xed e ects and controlling for
investor time-invariant characteristics. Increased stock purchases in green industries are
related to higher green votes, GLP votes and GPS votes. Finally, the interaction term
between both parties discovers again the contrarian behaviour for investors in regions

with su ciently high support for GPS and GLP.
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5.2 Investor Past Investment Performance

In this section, | investigate investors™ past investment performance. Based on the changes
in portfolio values, | assess past mean investment return, portfolio return volatility, Sharpe
ratios, and return per 1000CHF invested. | focus on the six-month rolling windows
variables, but | also constructed the three-month rolling windows. Results are very similar
to the six-months means and can be found in the Appendix. In addition, | construct the
means of the total past investment. Results for return and standard variation are basically

the same but are insigni cant for Sharpe ratio and return for 1000CHF invested.

5.2.1 Single Party Voting and Past Investment Performance

Table 10 presents the regression results that examine the relationship between GLP voting
support, GPS voting support, and various measures of investment performance. The
regressions are clustered at the investor ID and transaction date level and include quarter-
year xed e ects to account for time-speci c variations in market conditions.

The results indicate a strong positive relationship between GLP votes and investment
performance. Speci cally, higher support for the GLP is associated with signi cantly
superior investment outcomes, including higher returns, higher Sharpe ratios, greater
returns per 1000CHF invested, and lower portfolio volatility. These ndings suggest
that investors from regions with strong GLP support tend to make more pro table and
less volatile investment decisions, aligning with GLP's market-friendly yet sustainability-
focused policies.

Conversely, GPS votes show a negative relationship with investment performance.
Higher support for GPS is linked to lower returns, lower Sharpe ratios, and higher port-
folio volatility. This indicates that investors in regions with strong GPS support may
prioritize di erent aspects of sustainability or face trade-o s in terms of nancial perfor-
mance, which may lead to lower overall investment performance compared to their GLP

counterparts.
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| Table 10 about here]

Table C.15 presents the regression results after controlling for investor xed e ects,
providing a deeper analysis of the relationship between GLP voting support, GPS voting
support, and various investment performance measures. Once investor-speci ¢ charac-
teristics are accounted for, the previously signi cant positive e ects of GLP votes on
investment performance, such as higher returns and Sharpe ratios, become insigni cant.
This suggests that the superior investment outcomes observed in regions with strong GLP
support were largely driven by unobserved investor-speci ¢ factors rather than political
preferences alone.

In contrast, GPS votes now show a positive relationship with higher returns and
Sharpe ratios, a reversal from the previous ndings. This shift implies that once investor
characteristics are controlled for, the previously negative relation between GPS voting
support and investment performance may have been confounded by specic investor
traits. The results indicate that green political support does not in uence investment

outcomes when investor-speci ¢ factors are taken into account.

5.2.2 Green Party Voting and Past Investment Performance

Table 11 presents regression results examining the relationship between green voting sup-
port (the sum of both GLP and GPS party support) and the interaction between GLP
voting support and GPS voting support with various investment performance measures.
The results, clustered at the investor ID and transaction date level with quarter-year
xed e ects, show that higher green voting support is signi cantly associated with supe-
rior investment performance, as evidenced by higher returns, higher Sharpe ratios, higher
returns per 1000CHF invested, and signi cantly lower volatility. Interestingly, the inter-
action term between GLP and GPS voting support is related to higher returns and higher

returns per 1000CHF invested but is insigni cant for Sharpe ratios and volatility.

| Table 11 about here|
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Table 11 shows the regression results examining the relationship between green vot-
ing support and the interaction between GLP voting support and GPS voting support
and various investment performance variables controlling for client invariant character-
istics. When controlling for client xed e ect results related to green votes and return
and Sharpe ratio become more signi cant whereas, return on 1000CHF invested weak-
ens and volatility becomes insigni cant. Again this makes sense because, by controlling
for investor invariant characteristics like wealth and risk aversion political party support
should not e ect the investment performance. Regarding the interaction term the re-
lationship with the Sharpe ratio becomes negative as well as the volatility whereas the
other performance measure become insigni cant.

In Table C.16 when controlling for client xed e ects, the results for green voting
support become even more signi cant in relation to returns and Sharpe ratios, while the
association with returns per 1000CHF invested weakens, and the previously signi cant
relationship with volatility becomes insigni cant. This adjustment makes sense, as con-
trolling for investor-invariant characteristics, such as wealth and risk aversion, reduces
the likelihood that political support alone drives investment performance. Regarding the
interaction term, the relationship with the Sharpe ratio becomes negative, and volatility
also turns negative, while other performance measures lose signi cance.

Overall, these ndings indicate that investors in areas with strong GLP support tend
to exhibit superior investment performance, while those in GPS-dominated regions ex-
perience inferior performance. However, once investor characteristics are controlled for,
most of the observed relationships either weaken or become insigni cant, suggesting that
changes in the political climate have a lesser impact on investment performance than the

inherent characteristics of the investors themselves.
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6 Conclusion

In this paper, | use a novel dataset of Swiss retail investor transactions from a retalil
bank, matched with Swiss national voting outcomes, to gain insights into the stock se-
lection criteria of investors residing in environmentally-conscious voting areas. | assess
the ESG performance of companies at the time of stock purchase using ESG scores and
CO2 emissions data, while green voting exposure is determined by the proportion of
a rmative votes for Swiss green parties within the investors' home regions. The nd-
ings reveal that investors from regions with stronger green party support tend to favor
stocks with higher ESG ratings and ESG pillar scores. Interestingly, the relationship
between green voting support and CO2 emissions is largely insigni cant, though there is
some evidence that GLP-leaning investors prefer companies with lower total and direct
CO2 emissions, while GPS-leaning investors may invest in companies with higher emis-
sions. Preferences for high-ESG stocks are mainly driven by investors in regions with
strong support for the Green Liberal Party (GLP), while those in regions favoring the
Green Party of Switzerland (GPS) exhibit contrarian investment behavior. Notably, the
interaction between votes for both green parties strengthens the relationship between po-
litical support and ESG performance of purchased stocks. When controlling for investor
xed e ects, the relationship between changes in green policy exposure and ESG stock
purchase preferences becomes even stronger. This indicates that shifts in the political
climate signi cantly in uence how investors choose assets, particularly when sustainabil-
ity and environmental issues are a key focus. Investor xed e ects control for individual
investor characteristics|such as risk tolerance, investment experience, or wealth|that
remain constant over time. This reinforces the idea that changes in political climate,
rather than personal attributes, drive these shifts in investment behavior. These results
are especially intriguing given that retail investors typically lack the sophisticated tools
and data access of institutional investors, yet still manage to align their investments with

ESG principles. When examining industry-speci ¢ preferences, a clear divide emerges:
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investors from GLP-leaning regions exhibit behaviors typical of sustainability-oriented in-
vestors, favoring green industries, while those from GPS-leaning regions show a tendency
to invest in less sustainable or brown industries. This supports the theoretical litera-
ture suggesting that sustainable investors tend to focus on green industries and avoid
brown industries. The analysis of investment performance adds another layer to these
ndings. Investors in regions with high GLP support show superior performance in terms
of returns, Sharpe ratios, and lower volatility, whereas those in GPS-leaning regions ex-
perience lower performance. However, when controlling for investor xed e ects, which
account for unobserved, time-invariant investor characteristics like risk tolerance, wealth,
or investment experience, these results change signi cantly. For GLP votes, the positive
relationship with performance weakens and becomes insigni cant, while for GPS votes,
the results reverse, indicating higher returns and Sharpe ratios. This suggests that the
initial relationship between political climate and investment performance is driven more
by individual investor traits than by political preferences alone. Once investor-specic
characteristics are controlled for, the direct in uence of green voting support on perfor-
mance diminishes, highlighting the importance of individual factors in shaping investment
outcomes.

In conclusion, the results depict a consistent relationship between investors' sustain-
ability preferences, their local political climate, and their stock purchasing decisions.
The ndings show that while political support for green parties in uences stock selec-
tion, investor-speci ¢ play a more signi cant role in determining investment performance.
Controlling for investor xed e ects strengthens the interpretation that observed relation-
ships between green political support and stock preferences are indeed driven by changes

in the political climate.
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Figures

Figure 1: Number of Stock Purchases and Investors per Year and Average Market Indices per
Year
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