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LGBTQIA+ inequity is a systemic social challenge that can be linked to policies and practices
that cause harm and pose considerable risks to the U.S. economy and financial system.

These policies relate to income disparities, workplace discrimination, lack of corporate leadership,
criminal justice and persecution, disparities in healthcare, education, and treatment of LGBTQIA+
youth, and lack of housing and retirement support. The systems and influences that contribute to
adverse outcomes for LGBTQIA+ people and communities consist of a myriad of forces working
simultaneously, yet not in concert, that perpetuate barriers, status quo perceptions, and
discriminatory treatment.

Underpinning this dynamic is a belief by investors that markets are objective and efficient in
pursuit of returns and produce externalities that are inconsequential to investment outcomes.

This belief (Figure 1) has led to investment practices that reinforce LGBTQIA+ inequity through
adherence to status quo; disregard for negative policy and practice bias in capital access,
lending, housing, employment, and business practices; decreases in corporate performance, and
increasing strain on resources due to forfeited potential contributions and limited economic
mobility of LGBTQIA+ community members; and weakened systems due to inequity that harm the
economic potential of LGBTQIA+ people, negatively impact business performance, investment
returns, and broader economies and societies.

Figure I. LGBTQIA+ Inequity. Flawed beliefs, value extracting behaviors, suboptimal outcomes for
investors and society, and vulnerable systems
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Even so, LGBTQIA+ inclusion and leadership are linked to positive performance and returns.

Many studies have found that inclusive policy interventions have positive profitability and societal
implications. A 2017 study on U.S.-based firms found that implementing LGBT-inclusive policies
correlates with higher stock returns and higher market valuations.! Building on that paper’s
analysis, another group found that increases in firm-level LGBT friendliness were associated with a
7% increase in stock market valuation and 0.5% increase in profitability.? In fact, LGBT workplace
inclusivity has a strong correlation with increased Tobin’s Q - a measure of firm value, return on
assets, and cash flow ratios.?

Our systems—spanning corporate human resources, education, healthcare, etc.—are
unprepared to address an ongoing generational shift.

As of 2024, the LGBTQ+ community is estimated to represent nearly 8% of the U.S. population;
Gallup found that each generation is nearly twice as likely as the generation preceding it to
identify as LGBTQ+ and estimates that if current trends continue, the proportion of LGBTQ+ adults
will exceed 10% within the next three decades.* There are also major investor implications of that
shift. A 2023 Morgan Stanley study found that over 75% of investors seek these investment
options.® pointing to a business growth opportunity, particularly as younger investors begin to age
into greater wealth, and as LGBTQIA+ inclusion matters more to younger generations.

The financial community has a unique opportunity to leverage capital flows to effect systemic
change, provide opportunity, advance social progress, and uplift futures.

Investors face a moral and economic imperative to upend discriminatory social and financial
structures and adopt a system-level approach that champions LGBTQIA+ equity and inclusion. To
do so, this report recommends that investors should set the following goals to address LGBTQIA+
inequity at the system-level, including (1) promoting LGBTQIA+ equity at U.S. corporations and
financial institutions; (2) increasing access to capital for the broad LGBTQIA+ community; (3)
improving wealth-generating financial outcomes for LGBTQIA+ founders; (4) contributing to the
development of LGBTQIA-equitable social structures; (5) driving financial inclusion to spur
economic growth and social cohesion; and (6) improving data capture and infrastructure related
to dimensions of LGBTQIA+ progress.

Investors can extend existing portfolio management tools.

Investors should reflect on how their decisions and actions work in the direction of a healthier and
more resilient system with full participation and access for the LGBTQIA+ community. Investors
can develop investment belief statements that prioritize LGBTQIA+ equity, establish shareholder
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engagement programs, and incorporate system-level considerations in manager selection and
assessment.

In addition to portfolio-level techniques, investors can adopt advanced techniques to fortify
environmental, social, and financial systems.

These techniques (Table 1) stress collaborative action, build shared knowledge bases, set industry
standards, and create a rising tide of investment opportunities for all investors. Investors can
amplify the impact of their actions through collaborative efforts across the financial system.
Aligning the actions of investors with varying resources, areas of influence, and capabilities is
crucial to achieving system-level goals that can support stable systems.

Table 1. Investors can assess progress towards system-level goals at three levels

How are investors’ policies,

programs, and practices
cOmpany/ portfolio level : . guiding their resources and
~ decisions toward achieving
goals and objectives related
to LGBTQIA+ equity?

How are investors’
actions helping to
increase awareness and
influence the financial
O community to address
Industry/ sector level How are systems made  LGBTQIA+ inequity and
healthier and more resilient, shift normative
and people’s lives improved, behavior?
as a result of changed
collective practices and
SyStem level norms that support
LGBTQIA+ equity?

Coordinated action like this is only possible if players in the financial system have access to
shared, useful data to understand the extent to which underlying social structures in the U.S.
support equitable participation of the LGBTQIA+ community in society and our financial
systems.

Without the requisite baseline knowledge, it remains difficult to address the well-being of
LGBTQIA+ people through needed interventions and policies.
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