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Dear reader, 

The Phenix Virtual Impact Summit has been 
designed to support the momentum that has been 
gathering in the impact investing community even 
during these unprecedented times. Not only has 
Greta Thunberg’s rise from solo teen activist to Time 
Person of the Year in less than 18 months proven that 
the smallest action can gather momentum to make 
a significant impact, but the pandemic has shown 
us that the potential scale of disruptive impact if we 
DO NOT tackle climate change actively.  

Nowhere is the power of momentum more evident 
than in fossil fuel divestment. It took two years 
to agree to divest the first $2 trillion and only 
six months for the last $2 trillion, taking the total 
divestment commitments to more than $11 trillion.  
Our journey, using the Sustainable Development 
Goals as a framework, has been to drive investing 
towards a new paradigm that includes impact on 
society and the environment as well as to provide 
the returns that are part of many investors’ fiduciary 
duty.  

It is vital to keep this momentum going. More 
institutional investors are deciding how money 
is invested. More individuals are making socially 
and environmentally conscious choices. And all 
investment managers realise that today ESG is far 
more than a risk-mitigation strategy.  

Before leaving you to reflect on the thought 
leadership demonstrated by our strategic partners, 
sponsors and several impact investing experts, here 
are a few highlights since last year’s summit:  

•   More than 1,200 governments, including 
26 national governments, declared climate 
emergencies in 2019 and the US introduced 
the Green New Deal that goes beyond 
environmental issues and includes policies aimed 
at ending poverty and promoting justice.  

•   JPMorgan Chase announced an end to fossil fuel 
loans for Arctic oil drilling and plans to phase 
out loans for coal mining. Goldman Sachs and 

BlackRock have taken similar initiatives, while 
the European Union will stop funding oil, gas 
and coal projects at the end of 2021.  

•   On 1 March, 2020, a new bag waste reduction 
law took effect in New York State. The European 
Union voted to phase out most single-use plastics, 
a law that will go into full effect across by 2021. 
Many countries such as Germany already have 
bans in place.  

•   Plans for Heathrow airport’s third runway 
have been ruled illegal by the court of appeal 
for not taking into account the government’s 
commitments to tackle the climate crisis. It is the 
first major ruling in the world to be based on the 
Paris climate agreement.  

This research booklet contains a selection of articles 
that highlight some prominent themes in impact 
investing from thought leaders in the industry.  
For your convenience, this collection of Impact- 
Related Readings is divided between Setting 
the Scene and Implementing Impact Investing in 
Practice.  

We look forward to continue to exchange notes, 
tweets, blogs and reports with you as we strengthen 
and grow our community and its impact over the 
year ahead.  

Thank you for joining us at the Phenix 
Virtual Impact Summit. We hope you enjoy 
the next three days from the comfort of 
your own homes.  

Warm wishes on behalf of the Phenix Capital Team  

Dirk Meuleman, CFA, CAIA
CEO, Phenix Capital Group
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GLOBAL IMPACT PLATFORM

Global Impact Platform is a proprietary database containing a universe of funds selected on their impact 
proposition by Phenix Capital, an investment consultant specialising in impact investing. Our dedicated 
team has been helping prominent institutional asset owners build their mandates and allocate capital 
towards impact investing opportunities since 2012.

Global Impact Platform is part of Phenix Capital Group

DEVELOPED FOR INSTITUTIONAL INVESTORS, BY INSTITUTIONAL INVESTORS
Global Impact Platform was built in close collaboration with a large global network of institutional asset owners 
to create a tailored space with actionable insights based on trusted data and experience.
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Strengthen impact due diligence and support fund selection

“Phenix Impact GEMS adds to the credibility of what we are doing – we can show it is not 
only our team that believes we have an effective impact strategy, but there is external 

recognition of this.”

Dominique Habegger, Senior Vice President, de Pury Pictet Turrettini & Cie

PHENIX IMPACT GEMS
How robust is your impact mandate?

Request a fund assessment
www.phenixcapital.nl/impact-gems

Institutionalise the impact fund ecosystem

“The Phenix Impact GEMS contributes to aligning the market towards global impact 
investing standards […] it sets the blueprint for asset manager best practice.”

Hadewych Kuiper, Commercial Director, Triodos Investment Management

Engage with fund managers to improve impact propositions

“The Phenix Impact GEMS assessment […] helped us to understand what demonstrates 
leading practices in the market today and which direction the industry will potentially 

evolve in.”

Louise Kooy-Henckel, Investment Director, Global Impact, Wellington 
Management
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Setting the Scene



SUSTAINABLE
DEVELOPMENT
GOALS
2030 AGENDA

The Sustainable Development Goals are the blueprint to achieve a better and more sustainable future for 
all. They address the global challenges we face, including those related to poverty, inequality, climate, 
environmental degradation, prosperity, and peace and justice. The Goals interconnect and in order to 
leave no one behind, it is important that we achieve each Goal and target by 2030.

1.  End poverty in all its forms everywhere

2.  End hunger, achieve food security and improved nutrition 
 and promote sustainable agriculture

3.  Ensure healthy lives and promote well being for all 
 at all ages

4.  Ensure inclusive and equitable quality education and  
 promote lifelong learning opportunities for all

5.  Achieve gender equality and empower all
 women and girls

6. Ensure availability and sustainable management
 of water and sanitation for all

7. Ensure access to affordable, reliable, sustainable 
 and modern energy for all

8. Promote sustained, inclusive and sustainable economic 
 growth, full and productive employment and decent 
 work for all

9. Build resilient infrastructure, promote inclusive and 
 sustainable industrialization and foster innovation

10. Reduce inequality within and among countries

11. Make cities and human settlements inclusive, safe, 
 resilient and sustainable

12. Ensure sustainable consumption and production patterns

13. Take urgent action to combat climate change
 and its impacts

14. Conserve and sustainably use the oceans, seas 
 and marine resources for sustainable development

15. Protect, restore and promote sustainable use of terrestrial 
 ecosystems, sustainably manage forests, combat   
 desertification, and halt and reverse land degradation 
 and halt biodiversity loss

16. Promote peaceful and inclusive societies for sustainable 
 development, provide access to justice for all 
 and build effective, accountable and inclusive institutions 
 at all levels

17. Strengthen the means of implementation and revitalize 
 the global partnership for sustainable development

Take action
Join the movement to make the Global Goals  
for Sustainable Development a reality
www.un.org/sustainabledevelopment/takeaction
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Source: Spectrum of Capital. Phenix Capital (2019)

Spectrum of Capital

Source: Executive Summary - Impact Investing Asset Owner Trend Report. Phenix Capital (2019)

Impact Investing Asset Owner Trend Report

Source:  Phenix Capital 2019. Adapted from Bridges Fund Management (2014), PRI (2013), 
 RIAA (2019), UK NAB (2017), Impact Management Project (IMP) (2018), Credit Suisse (2020)

The Spectrum of Capital, first published by Bridges Fund 
Management (2015) maps out different investment approaches, 
depending on investors’ desired risk, return and impact profile, 
and categorises them in a range from traditional investments to 
philanthropy.

With the increasing interest and growth of the impact investing 
industry, a number of adapted versions of the spectrum have been 
published by experts in the industry, including: the Principles for 
Responsible Investments (PRI), the Impact Management Project 
(IMP) and RIIA (Responsible Investments Association Australasia). 

In the attempt to combine the definitions from different organisa-
tions, the spectrum below identifies the following investment types: 

Traditional investments focus on maximising risk-adjusted 
returns. With a return-only approach, the impact of investments 
made is not considered. Although aware of potential negative 
impact for the people and the planet, no mitigation efforts are 
put in place.

Responsible Investments consider Environmental, Social 
and Governance (ESG) factors and avoid creating harm to the 
people or the planet.
 
A first approach to Responsible Investments is negative screening, 
i.e. the exclusion of companies that do not comply with specific 
pre-set social or environmental criteria (alcohol, tobacco or 
gambling products). In this approach, ESG factors are consid-
ered to protect value against risk. 

A more elaborated approach to responsible investments is ESG 

integration, (sometimes referred to as ‘sustainable investments’). 
Here ESG factors are integrated in the investment analysis and 
ESG opportunities are actively pursued to create value for all 
stakeholders in the long term.

Impact Investments go beyond managing risks or creating 
value for stakeholders and are moved by a clear intention to 
contribute to the solution of societal or environmental issues. As 
the world’s most pressing issues are addressed by the Sustainable 
Development Goals (SDGs), these investments are also referred 
to as: ‘SDGs investments’. 

An impact-driven approach to investments can prioritise their 
impact or financial objectives in two different ways: 

Return-first impact investments select funds in specific sectors, 
impact themes, or in alignment to the SDGs. In this approach there 
is no trade-off between return and impact, and thus all investments 
should achieve fully commercial, risk-adjusted returns.

Within an impact-first impact investing approach instead, funds 
are selected to maximise impact over returns. These investments 
may target lower risk-adjusted returns to deliver greater impact.

Both types of impact investments measure and report on the ability 
to deliver that impact.

Philanthropy is focused on impact-only, accepting partial 
(philanthropic investment) or full (donation) loss of capital to tackle 
pressing social or environmental issues through solutions and 
products that are not commercially viable yet.

RETURN-FIRST

Spectrum of Capital 

To mark the 5th anniversary of Impact Summit Europe, Phenix Capital conducted a survey of 64 asset owners 
and institutional investors, to gain clarity on their impact investment mandates.

The overall sample may seem small in total number of investors surveyed, but collectively the institutions 
interviewed represent more than €9 trillion in assets under management.

Within this sample, many investors with an existing impact investing programme, or developing one, make 
up a significant portion of the impact and Sustainable Development Goals investing industry as a whole. 

The goal is to provide a current picture of the industry highlighting investors’ goals and their main challenges 
and create a base for mapping out Impact Investing Asset Owner Trends on an ongoing basis. 

A majority of asset owners interviewed believe that 
achieving a positive environmental and societal 
impact is integral to their fiduciary duty.

Almost two-thirds of the survey’s respondents report, or expect, 
the return on the impact mandate to be in line with that of the 
general portfolio, although 27% reports or expects higher 
returns.

Mandates are diverse by geography, asset classes and 
themes, but the environment is of primary concern. 
In aggregate investors plan to add to Good health and Well-
being (SDG 3), Affordable and Clean Energy (SDG 7), and 
Climate Action (SDG 13).

Particularly for larger portfolios, the lack of opportunity, 
liquidity and execution are among 
the biggest challenges reported by 
impact investors. 

Other challenges include sourcing and 
analysing impact managers and scepti-
cism around impact, with concerns on 
green-washing and measuring 
impact.

Different types of investors have 
different investment require-
ments: pension funds and insurance 
companies want to increase their allo-
cations to private markets and public 
debt; while wealth managers and banks 
currently plan to increase allocation to 
public markets (equity and debt).

Knowing what is required to shift the dial, as highlighted in this 
report, is one of the key next steps to collaborating to create 
solutions to solve the problems. 

One way to learn is from the 33% of institutional 
investors that have 10% or more allocated. 

Phenix Capital set up Impact Summit Europe five years ago 
to support investors on their impact investing journey and at 
the same time help to solve the SDGs funding gap. 

“Our mission is to catalyse institutional invest-
ments towards the SDGs and contribute to closing 
of the financial gap to achieve the 2030 sustain-
able development agenda,” says Dirk Meuleman, CEO, 
Phenix Capital Group

14 15Spectrum of Capital Impact Investing Asset Owner Trend Report



Source: 2020 Global Impact Platform Fund Report: A market map for Institutional Investors (March 2020)

2020 Global Impact Platform Fund Report: 
A Market Map for Institutional Investors

Source: Executive Summary - Investing With SDG Outcomes. PRI, UNEP Finance Initiative & UN Global Compact (2020)

Investing With SDG Outcomes

www.globalimpactplatform.com

In order to solve the biggest environmental and 
social challenges globally, large amounts of capital 
will need to be allocated at scale. 

Within the last decade, institutional asset owners – such as 
pension funds, insurance companies, private banks, founda-
tions, and family offices – have increasingly made commit-
ments to investment funds with the dual mandate to make 
positive impact, alongside risk-adjusted market rate returns. 
The impact fund market continues to grow rapidly across asset 
classes, in both scale and scope.

Phenix Capital has published the 2020 Global Impact 
Platform Fund Report, to provide comprehensive, unique 
and reliable market intelligence in the institutional impact 
fund market.

About the report
The 2020 Global Impact Platform Fund Report provides 
in-depth data and analysis from the institutional impact fund 
market across asset class, market, region, Sustainable Devel-
opment Goal targeted, IRIS sector, alongside accompanying 
fund league tables.

The information in this report is compiled from data gathered 
from 487 fund managers rwg 1306 funds listed on Global 
Impact Platform. This data is the culmination of a seven-
year sourcing effort, through deep relationships with fund 
managers, and collection of over 60 data points at the fund 
and strategy level.

Key takeaways
• €245 billion has been allocated to 1,306 impact 

investment funds.

• €160 billion has been committed in the last 
decade. 

• Private equity is the most dominant asset class 
with €176 billion raised within private markets.

• Developed markets account for 47% of total 
committed capital and continue to be a primary 
driver of the impact investing industry’s growth

• SDG 13 Climate Action; SDG 7 Affordable and 
Clean Energy; SDG 9 Industry, Innovation and, 
Infrastructure are the most targeted SDGs, 
raising the most institutional capital to date.

• SDG 13 Climate Action has seen commitments of 
€106 billion in 465 funds across 211 managers, 
with an average fund size of €205 million.

To purchase the full report, please contact: 
jackheapey@phenixcapital.nl
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All investor actions shape positive and 
negative outcomes in the world
Issues such as human rights abuses, climate change and 
inequitable social structures seriously threaten the long-term 
performance of economies, investors’ portfolios and the world 
in which beneficiaries live. Expectations from beneficiaries, 
clients, governments and regulators over how investors should 
respond have changed – driven by increased visibility and 
urgency around many of the SDGs. The urgency to deliver 
on the SDGs has only been increased by the COVID-19 
pandemic, with several governments recognising that the 
SDGs can act as a guide to the global response, “to make sure 
that nobody is left behind”.3  To support meeting the SDGs, 
investors must understand how they can increase the positive 
outcomes and decrease the negative outcomes arising from 
their actions.

There is significant potential for 
investors to shape outcomes in line with 
the SDGs
With a combined US$89 trillion in assets under management, 
PRI signatories can play a unique role in helping the world to 
meet the SDGs – individually, and in collaboration with fellow 
investors and broader stakeholders. 

A focus on shaping SDG outcomes involves broadening the 

analysis of individual investees’ financially material ESG 
issues, to also include a parallel analysis of the most important 
outcomes to society and the environment at a systemic level. 
These material issues and real-world outcomes overlap to 
some extent, but not fully, and this is part of the gap that needs 
to close to achieve the SDGs by 2030. A focus on outcomes 
allows investors to understand the risks and opportunities that 
are likely to exist in the transition to an SDG-aligned world. 
Investors can: 

• identify opportunities in business models, supply chains 
and products/services; 

• prepare for legal and regulatory developments;
• protect their reputation and licence-to-operate; 
• meet commitments to clients and beneficiaries – and 

communicate progress; 
• consider materiality over longer time horizons, to include 

transition risks, tail risks, financial system risks etc.;
• minimise the negative outcomes and increase the positive 

outcomes of investments.

A five-part framework for investors
The PRI proposes a five-part framework for investors that 
are seeking to understand the real-world outcomes of their 
investments, and to shape those outcomes in line with the 
SDGs.

Figure 1: a five-part framework for investors

16 172020 Global Impact Platform Fund Report: A Market Map for Institutional Investors Investing With SDG Outcomes
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Source: Executive Summary - The State of Impact Measurement and Management Practice. The GIIN (2020)

The State of Impact Measurement and 
Management Practice
The second edition of the State of Impact Measurement and 
Management Practice reflects the increased sophistication 
and maturation of impact measurement and management 
(IMM) practices since the release of the survey’s first edition 
in 2017. The GIIN’s second global survey of the state of 
impact measurement and management practice in the impact 
investing industry digs deeper into how investors describe 
their objectives and motivations, strategies for understanding 
and improving their impact, processes for holding themselves 
and their investees accountable, and other elements of their 
IMM practices. Based on data from 278 impact investors—
including 109 two-year repeat respondents—this report 
provides the most comprehensive view of how impact investors 
assess their social and environmental impact, and the trends 
that have shaped IMM practices in the past two years. The 
report indicates that impact investors universally agree that 
IMM is imperative and it underscores how investors are 
increasingly focused on driving greater impact results.

KEY FINDINGS:

1. While impact investors pursue diverse impact 
objectives, they universally agree on the 
importance of measuring and managing 
impact results.

The investors in this sample have impact objectives spanning 
both social and environmental goals across a wide range 
of impact categories. The most commonly targeted impact 
themes or sectors include employment (71%), agriculture 
(63%), and financial services (62%). Socially focused impact 
investors seek to affect multiple target stakeholders through 
these investments, including individuals within a given 
socioeconomic bracket (82%), women and girls (65%), and 
unemployed individuals (47%), among others. Similarly, 
investors pursuing environmental objectives also target a 
range of ecoregions, most commonly terrestrial (91%), air 
(64%), and freshwater (61%).

Yet no matter their impact objectives and target sectors, 
themes, or stakeholders, impact investors value IMM for both 
impact and business reasons. Nearly universally, respondents 
said that IMM is important for understanding whether they 
are making progress toward their impact goals (100% indi-
cating ‘very’ or ‘somewhat’ important; Figure i), improving 

their impact performance (99%), and proactively reporting 
impact to key stakeholders (98%). Interestingly, a significant 
share also cited IMM as a key process for capturing business 
value (93%), marketing or fundraising (92%), and addressing 
client demand for impact information (80%). Together, these 
various motivations highlight how impact data serve multiple 
purposes within a firm, advancing both impact and financial 
objectives.

2. Across the market, IMM practices have 
grown increasingly sophisticated as 
investors shift from building consensus for 
IMM to strengthening its integration within 
investment processes.

Increasingly, as buy-in for impact investing and IMM become 
widespread, impact investors are shifting their attention to 
strengthening their impact management and investment 
processes. Growing recognition of the value of IMM extends 
across investees, impact investing staff, and investors, and 
donors. For example, the share of repeat respondents that 
perceive intrinsic motivations to achieve impact among their 
investees nearly doubled between 2017 and 2019, growing 
from 34% to 64%. The share citing intrinsic motivations among 
their staff grew from 46% to nearly 85% over the same period. 
Among the full sample of respondents, 95% report ‘some’ or 
‘significant’ progress in the level of understanding among their 
investors or donors for IMM practice and reporting.

Respondents are also committed to embedding IMM in their 
investment processes. To do so, many impact investors incor-
porate IMM responsibilities into roles across their impact 
investing teams; on average, one-third of respondents’ full-time 
employees contribute, in some form, to IMM. Specifically, 
responding organizations allocate IMM responsibilities to 
their investment teams (68%), to staff dedicated to IMM (50%), 
and to their senior leadership (39%). IMM is also integrated 
into the investment process itself, with respondents considering 
impact data across each stage, most commonly during due 
diligence (81% indicating ‘significant consideration’; Figure 
ii), investment screening (77%), and identifying the social or 
environmental needs to address through investment (75%).

The vast majority of respondents (90% or more) noted some 
progress in the past three years on the availability of guidance 

1. Identify outcomes

Part 1 is about investors identifying and understanding the 
unintended outcomes of their investments and their own 
operations. This assessment involves identifying positive and 
negative real-world outcomes related to investees’ operations, 
products and services. It can build on activities such as 
mapping existing investments to the SDGs and determining 
the scale of investments in explicitly SDG-aligned activities. 

2. Set policies and targets

Part 2 sees investors setting policies and targets, moving 
the investor from identifying and understanding unintended 
outcomes towards taking intentional steps to shape outcomes. 
As many outcomes are connected – e.g. climate change and 
water scarcity, food security and poverty – investors will have 
to look across all investments and all SDGs holistically when 
considering their most important outcomes. 

3. Investors shape outcomes

In Part 3, investors seek to shape outcomes in line with the 
policies and targets set in Part 2, and report on progress 
against those objectives. We outline examples of how this 
takes place through investor actions including: investment 
decisions, stewardship of investees and engagement with 
policy makers and key stakeholders – and how it can be 
communicated through disclosure and reporting.  

4. Financial system shapes collective outcomes

Part 4 considers the contribution of the financial system. 
Shaping outcomes in line with the SDGs at the financial system 
level takes place both through aggregating the actions of 
individual investors, and from investors acting collectively – 
including alongside other financial system participants such 
as credit rating agencies, index providers, proxy advisors, 
banks, insurers and multilateral financial institutions.  

5. Global stakeholders collaborate to achieve 
outcomes in line with the SDGs

Part 5 recognises that no one set of actors will achieve 
the SDGs in isolation. The finance sector, businesses, 
governments, academia, civil society, the media, individuals 
and their communities must act collectively to ultimately 
achieve the SDGs. Necessary elements include programmes 
to connect supply and demand of investments at scale, and 
collaboration on tools to contextualise outcomes data in the 
global thresholds and timelines required to achieve the SDGs. 
Although more support for investors needs to be developed, 

there are already several relevant tools, metrics and data 
sets that can be useful for investors to take action across the 
framework. Given the urgency with which the SDGs must be 
achieved, investors must work with others to further develop 
the tools and incentives needed.

Next steps: PRI support for signatories
The PRI will assist signatories seeking to shape outcomes in 
line with the SDGs, including supporting investors to focus on 
key issues that have systemic implications for market beta or 
the real economy, such as climate change and human rights 
issues. We will aim to do so for each part of the framework, 
across each of the investor actions. Subsequent guidance 
on each action could focus on improving transparency and 
collaboration, all with the objective of shaping real-world 
outcomes. Following consultation with signatories on revising 
the PRI Reporting Framework, we will also include an initial set 
of outcomes questions in the pilot year of the new Reporting 
Framework in 2021. A small number will be in the ‘core’ 
section (questions that are mandatory to answer, and are 
assessed), with the majority in the ‘plus’ section (voluntary to 
answer, and not assessed). This report is only the beginning 
in bringing together thinking on ESG risks and opportunities 
with thinking on the potential to shape SDG outcomes. The 
scale of the challenge will require working with others across 
the finance sector, as well as with other key stakeholders. 

The SDGs set the global goals for society and all its 
stakeholders –  including investors.
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for IMM, sophistication of IMM tools and frameworks, and 
availability of professionals with IMM-relevant skillsets. 
Alongside the increased availability and uptake of these tools 
and resources, investors increasingly call for greater cohesion 
of approaches to IMM. Indeed, since 2017, repeat respon-
dents increased their use of nearly every impact measurement 
tool and framework referenced on both the 2017 and 2019 
surveys, underlining both the increased fragmentation in IMM 
practice and investors’ demand for rigorous IMM resources 
and processes. Still, investors are beginning to coalesce 
around certain tools; for example, almost twice as many 
repeat respondents aligned to the SDGs in 2019 compared 
to 2017 (80% versus 43%).

3. As the market grows and matures, impact 
investors increasingly demand insight into 
impact performance.

Most respondents in the sample already use their own impact 
data to assess their impact performance (87%). Nearly univer-
sally, respondents report on their impact performance in some 
form or another, most commonly through impact reports 
available to key stakeholders, such as donors or investors 
(74%), or through publicly available reports (49%). While 
individual organizations are understanding and reporting 
their own impact results, gaps remain in the availability of 
market-level insights and comparable impact results.

Investors cited a lack of transparency on impact performance 
as a key challenge facing the market (89% citing as ‘signifi-
cantly’ or ‘moderately’ challenging). Similarly, the most 
commonly faced challenge at the organizational level was the 
inability to compare impact results with market performance 
(84%); high proportions also noted challenges regarding 
collecting quality data (92%) and aggregating, analyzing, or 
interpreting data (74%). As investors look to strengthen their 
IMM practice, they are demanding resources aligned with 
their call for market-wide insights into impact performance, 
most commonly impact benchmarks (92% citing as ‘very’ 
or ‘somewhat’ important; Figure iii), pooled impact data 
(86%), case studies on IMM best practices (86%), and tools 
to strengthen impact screening (83%). As the impact investing 
market develops, it faces a new set of challenges that reflect 
increased maturity, the resulting rise in competition, and a 
corresponding need for investors to differentiate themselves 
from their peers. Each of these challenges reinforces the value 
of resources that can enhance investors’ understanding of 
their own impact results and those of their peers.

4. Impact measurement and management incurs 
some costs—yet also generates financial 
benefits.

To measure and manage impact requires some allocation 
of resources, including both budget and staff time. On 
average, impact investors spend an estimated 12% of their 
organization’s total budget on IMM-related activities, with 
the greatest share spent on data collection (on average 25% 
of IMM-related expenditure) and reporting (24%). Notably, 
gauging separate, specific budget allocations for IMM was 
challenging for some investors that deeply integrate IMM 
into their investment processes. As described earlier, IMM 
is often a shared responsibility across staff at an investor 
organization, accounting for an average of 25% of impact 
investing staff time.

While IMM incurs costs, it also generates additional business 
value for both investors and investees. Respondents indicated 
using impact data in a variety of ways within the investment 
process, including uses directly related to organizations’ 
financial strength, such as communicating results to stake-
holders (89%) and assessing risk factors (45%). Respon-
dents also used impact data to strengthen IMM processes 
and improve impact results by identifying or refining metrics 
(69%), setting or revising impact goals (65%), and strength-
ening data-collection processes (62%). Respondents further 
described ways that impact data contribute to investees’ 
business or project performance by identifying opportunities 
for technical assistance (53%), designing or refining investees’ 
products or services (52%), and strengthening marketing 
strategies (46%). Since impact is core to impact investing, 
respondents perceived their and their investees’ achievement 
of impact results as essential to realizing their organizational 
missions and therefore as key indicators of their businesses’ 
success.

The need for impact investment
As COVID-19 has spread globally, its effects have yielded 
far-reaching, fast-changing, and unevenly distributed health 
and economic consequences across regions, sectors, and 
supply chains. While some segments of the market have faced 
significant contraction, others see emergent opportunities that 
reflect communities’ adaptations and evolving priorities. In 
both circumstances, COVID-19 has heightened the need for 
impact investment.

COVID-19 has created pressure across 
sectors, with some experiencing especially 
acute, immediate financing needs.
Healthcare innovation requires ongoing investment, with 
areas such as mental health and telehealth emerging as 
high-priority sub-sectors, among others. Financial services 
has also emerged as a priority area for further investment; 
recent research by BFA Global found a combination of 
income constraints and increased expenses resulting from 
COVID-19 for about half of surveyed individuals, who, on 
average, could handle four to seven weeks’ worth of expenses 
with their savings.iv  Together with the small and medium 
enterprise (SME) constraints described below, these cash 
flow challenges suggest a need for fast-acting individual and 
SME lending, among other longer-term solutions (including 
grants and aid). Food and agriculture also require additional 
investment. Trade constraints are expected to restrict food 
flows to key markets, thus increasing food insecurity, and 
labor shortages from morbidity and movement restrictions 
are expected to impact the full supply chain of production, 
processing, distribution, and logistics. Altogether, the World 
Food Programme estimates that 265 million people could face 
acute food shortages by the end of 2020.v  Lastly, technology 
has emerged as a critical conduit for basic services across 
sectors. Additional priority sectors are likely to emerge as the 
crisis continues to evolve.

Small and growing businesses (SGBs) – 
common recipients of impact investment 
capital – face severe risk from COVID-19 
and its economic aftershocks. 
A recent report by the Aspen Network of Development 
Entrepreneurs (ANDE) found that 42% of SGBs face imminent 
risk of failure as a result of constrained operations; many of 

these SGBs may target raising impact investment. According 
to the report, weathering the crisis and advancing toward 
recovery requires flexible financing and non-financial support 
provided directly to SGBs as well as financial support to 
capacity development organizations, particularly those in 
hard-to-reach markets.vi

The crisis has led to unprecedentedly 
sharp rises in unemployment levels. Over 
one-third of SGBs have already reduced 
their staff sizes, and more are expected 
to do so.
This trend persists among larger companies as well with 
record-breaking unemployment levels recorded across 
G7 countries and throughout emerging markets. Beyond 
unemployment, COVID-19’s effects on the workforce have 
been swift and multifaceted. Global working hours fell by 
10.5% relative to pre-crisis levels in 
Q2 of 2020 – the equivalent to 305 
million full-time jobs. Some USD 220 
billion in income losses have been 
projected by the UNDP. In many 
cases, job quality has also suffered, 
with domestic workers, factory 
workers, and migrant laborers 
particularly susceptible to labor 
abuses in the wake of COVID-19.x

Not all stakeholder 
groups are affected 
equally; many of the 
world’s most vulnerable 
are bearing the brunt of 
the effects of the health 
and economic crisis. 
COVID-19 has affected individuals 
globally, with country-level variance 
in the spread of the virus and the 
severity of its economic effects. 
Yet emerging markets have seen 
the sharpest reversal in investment 
(including impact and non-impact), 
with over USD 90 billion of foreign 
capital exiting emerging markets 
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A Guide to Mapping the Impact of an Investment
Asset owners are increasingly interested in the impact of their investments on society and 
the environment. For example, a survey of 1,000 defined contribution pension scheme 
members aged 22-65 by Ignition House found that the vast majority (81%) believe 
businesses have a wider social responsibility than simply making a profit, 74% want to 
protect society’s vulnerable people, and 73% felt strongly about the environment.  

Against this backdrop of growing interest from asset owners, 
asset managers are increasingly looking to assess and commu-
nicate the effects of investments on people and planet.

One study suggests that over a quarter of the world’s profes-
sionally managed assets now factor their social and envi-
ronmental impact into investment decisions – and the trend 
is growing fast.

Asset owners’ interest in understanding impact can stem from 
a number of different intentions, including:

• To mitigate reputational risk or prevent use of their capital 
conflicting with personal values

• To enhance their long-term financial performance
• To help tackle a specific social or environmental challenge 

that they care about.

To be able to invest in alignment with their particular inten-
tion(s), asset owners and/or their advisors need to be able to 
understand the impact of products within their current portfolio 
and then make investment/divestment decisions accordingly 
to transition their portfolio over time.

Most asset owners’ portfolios include diverse assets (from 
publicly-listed companies to private businesses to infrastructure 
projects). To understand whether the impact of their overall 
portfolio is in line with their intentions, asset owners therefore 
need an approach to understanding impact that suits a wide 
array of investment products and enables a ‘total portfolio’ 
view of impact performance. Asset managers regularly 
contribute to reducing negative effects and increasing positive 
effects for people and the planet through what is commonly 
termed ‘responsible’ and ‘sustainable’ investing. If we can 
illustrate more clearly how asset managers - through their 
investment products - deliver different types of impact for 
people and planet through various different asset choices 
as well as through the particular contribution they make as 
investors, this will help ensure the asset management industry 
supports the transition to a more sustainable economy.

With this in mind, a classification system that groups invest-
ment products with similar impact characteristics can help 
to differentiate and communicate the impact of a particular 
portfolio or product and, as such, support more efficient 
matching of supply of capital with demand - much like asset 
classes act as a useful heuristic for connecting suitable invest-
ment products with asset owner’s financial goals.

The Investor’s Impact Matrix has been designed to provide this 
connection between asset owners and investment products. 
Such a Matrix both:

• Improves visibility of investment products for asset owners, 
increasing their confidence that their intention can be 
matched to suitable product and thereby stimulating 
greater and more efficient capital flows;

• Allows asset managers/product providers to present 
their investment products in a clear and authentic way, 
preventing inappropriate comparisons and enabling them 
to be efficiently matched to asset owners’ intentions.

The Matrix is the result of over a thousand organisations globally 
working together - from enterprises of all kinds, to investors, to 
civil society organisations, to evaluators. It recognises that for 
any high-level impact classification system to be successful it 
must be driven by the kind of data that underlying assets find 
useful to understand and improve their total impact on people 
and the planet. In turn, this means that asset owners can look 
through to see detailed data on impact performance (or goals, 
in the case of new products), should they wish.

In this guide, we describe how to use data on the impact perfor-
mance of underlying assets in a portfolio (whether actual or 
forecast) to determine which ‘class’ on the Investor’s Impact 
Matrix an investment product belongs to. This approach does 
not prescribe metrics, but instead asks investors to classify 
performance based on whatever quantitative or qualitative 
data is available from the underlying asset/ enterprise, and be 
transparent about how they came to their conclusions.

from late-January to late-March 2020 (and likely more in 
the time since), highlighting current and future financing 
needs. Across regions, certain demographics remain 
especially vulnerable. For example, some two billion 
people – disproportionately youth, women, and historically 
disadvantaged racial or ethnic groups – work in informal 
employment and are therefore more susceptible to job losses 
and labor abuses.xii In the same vein, individuals within these 
same demographics historically have the weakest safety 
nets, leaving them most vulnerable to financial shocks, food 
insecurity, lack of quality healthcare access, and predatory 
practices. 

Impact investors’ commitment to response, 
recovery, and resilience
Many impact investors have already demonstrated a 
commitment to address the emerging needs and challenges 
arising from the COVID-19 crisis. As of May 31, 2020, 
97 investors expressed interest in joining the R3 Coalition 
to contribute to the impact investing industry’s efforts to 
accelerate the immediate response to the crisis, strengthen 
recovery, and build resilience against future crises. 

These organizations represent a range of impact investing 
organizations, including for-profit and non-profit asset 
managers (51%), foundations (11%), family offices (9%), 
and others. The greatest share of these organizations is 
headquartered in the U.S. (47%), the UK (11%), India (6%), 
or the Netherlands (5%). Among investor respondents, 
77% reported having some capital available to deploy to 
COVID-19-related investments. Excluding one outlier, 50 
of these organizations collectively have USD 1.8 billion 
of capital available for COVID-related investments, with a 
median of USD 10 million available.xvii Sixty-three percent 
of respondents are able to allocate capital directly into 
companies, projects, or real assets, 9% indirectly through 
asset managers, and 29% either directly or indirectly.

Respondents described the types of investment opportunities 
they were able to support. Most respondents indicated a 
willingness to consider investments across the returns 
continuum, with 47% expressing interest in market-rate 

investments, 46% in below-market investments that were closer 
to market-rate, and 50% in below-market investments closer 
to capital preservation. Over a fifth of respondents described 
appetite for investments across this full spectrum. Investors 
describe interest in a range of investment sizes as well. At 
the median, respondents expressed interest in investments 
between USD 250 thousand and USD 3 million. Investors’ 
investment term preferences ranged widely; on average, 
investors sought a minimum term of 14 months and a maximum 
of 79 months.

Respondents additionally described the sectors to which they 
were interested in providing support as part of their COVID-19 
responses. On average, respondents selected three sectors, 
most commonly financial inclusion (74%; Figure 6), food 
security (69%), and health (61%). As described earlier, these 
same sectors are currently experiencing some of the most 
acute financing needs.

Direct and indirect investors shared interest in investing in 
each of the sectors listed. Notably, investors making only 
direct investments were less likely to select multiple sectors, 
potentially reflecting their narrower mandates. Investors able 
to make both direct and indirect investments, on the other 
hand, demonstrated the greatest flexibility. The two groups 
diverged most with respect to financial inclusion, to which 
56% of direct-only investors indicated interest, as compared to 
86% of indirect-only investors. Below-market and market-rate 
seeking investors described similar sector focuses.

Respondents also shared the regions to which they could 
deploy capital (Figure 7), with the greatest share selecting 
Sub-Saharan Africa (58%), Latin America and the Caribbean 
(41%), and the U.S. & Canada (38%). On average, 
respondents selected three regions. A greater share of 
investors targeting only below-market-rate returns indicated 
interest in Sub-Saharan Africa than did market-rate-only 
investors (63% vs. 50%) and lesser interest in the U.S. & 
Canada (27% vs. 53%) and South Asia (22% vs. 39%). 
Interestingly, respondents’ focus sectors varied little from 
region to region.

Note: Other sectors include workforce development, community development, software, sustainable mobility, infrastructure, manufacturing, and water and wastewater. Source: GIIN, R3 Coalition Investor Interest Form

n = 77; respondents could select multiple sectors

Figure 6: Sectors to which investors seek to provide capital in response to COVID-19
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How Investors Can Integrate Social Impact With 
Financial Performance to Improve Both

What is the Investor’s Impact Matrix? 
The Matrix is designed to help investors describe the impact 
performance (or, if a new product, the impact goals) of an 
investment, or portfolio of investments (see Figure 1).

An investment’s impact is a function of:
1. The impact of the underlying asset(s)/ enter-

prise(s) that the investment supports; (the x-axis), plus
2. The contribution that the investor makes to enable 

the enterprise(s) (or intermediary investment manager) to 
achieve that impact. (the y-axis).

By plotting the impact of different investments on the matrix, we 
can map the different investment options currently available 
to investors. 

“This approach does not prescribe metrics, but “This approach does not prescribe metrics, but 
instead asks investors to classify performance instead asks investors to classify performance 
based on whatever quantitative or qualitative data based on whatever quantitative or qualitative data 
is available from the underlying asset/enterprise, is available from the underlying asset/enterprise, 
and be transparent about how they came to their and be transparent about how they came to their 
conclusions.”conclusions.”

Figure 1: The Investor’s Impact Matrix

After years of framework development, metric definition, 
and data collection, many investors are increasingly 
able to anticipate, measure, and manage the social and 
environmental results of their investments. Many of these 
practices are now codied in frameworks such as the Operating 
Principles for Impact  Management. But for investors to play 
an even greater role in solving social problems, impact 
management must leave its silo and integrate with financial 
management.

Integrating impact with financial management enables 
investors to consider the financial, social,and environmental 
dimensions of their investments in a comprehensive way; to 
optimize investment performance across those dimensions; 
and to communicate all dimensions of their investments’ 
performance clearly and transparently.

Four Elements of Integrated Practice 
A common practice among impact investors is to choose 
their investments through negative and positive screening. A 
negative impact screen filters out companies with socially or 
environmentally harmful practices. A positive impact screen 
allows in companies that are expected to have a positive 
impact on people and planet. Once prospective investments 
have passed both impact screens,investors often make 
decisions purely based on financial considerations. Beyond 
screening, relatively few investors actively optimize impact 
and financial performance simultaneously in their portfolio 
construction. Like other investors, the organizations involved 
with the Impact Frontiers Collaboration apply negative and 
positive impact screens. But to move beyond screening, 
we undertook four other steps to enable us to continuously 
improve our portfolios’ impact and financial performance. 
Once implemented, these elements are inter-locking, not 
sequential. But in developing our organizations’approaches, 
we followed the sequence below.

1. Create an impact rating to distinguish the 
prospective investments, which can include 
loans, that offer more or less expected impact. 

An impact rating is a weighted sum of indicators that 
collectively cover multiple dimensions of impact, such as 
the number of people reached, how underserved those 
people are, and how much each individual is affected. The 

weights applied to each indicator reflect the importance of 
the impacts to stakeholders, such as consumers, employees, 
and community members of investees. The weights also reflect 
investors’ impact priorities, such as increased income for 
low-income populations, gender inclusion, or reduced carbon 
emissions. Importantly, our organizations’ impact ratings 
encompass two factors. The rest is the expected social and 
environmental impacts of the enterprises we support. The 
second is the expected contribution of our investments toward 
those impacts,which Paul Brest, Ronald Gilson, and Mark 
Wolfson describe in “How Investors Can (and Can’t) Create 
Social Value.”

Impact ratings make it easier for investors to obtain a more 
complex understanding of impact that goes beyond simple 
scale metrics such as “number of people reached.” Even 
among a set of possible investments already screened for 
positive impact, the ratings can identify the highest-impact 
investments. They can increase the clarity of organizations’ 
impact goals and the quality and consistency of decision-
making.

2.  Select a financial valuation metric to estimate 
which prospective investments offer more or 
less expected risk-adjusted financial return. 

This metric should quantify the expected financial value of a 
prospective investment to the investor, adjusted for risk, cost of 
capital, and other costs. This number can then be compared 
to the expected impact rating.

3. Conduct integrated analysis of existing 
portfolios and determine the implications for 
future investments. 

Each of us viewed our existing investments on a scatterplot 
with investments’ impact ratings on the horizontal axis and 
investments’ financial valuations on the vertical axis. These 
scatterplots enabled us to simultaneously visualize our 
portfolios from an impact and financial perspective, and to 
explore the relationships between impact and financial risk-
adjusted return.We approached integrated decision-making 
about individual investments in two ways. IDB Invest and 
Root Capital defined the minimum impact rating they would 
require of investments with a given financial valuation. These 
“hurdle rates” are on a sliding scale; proposed investments 
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with lower financial valuations are required to have higher 
impact ratings. Other investors, such as Calvert Impact Capital 
and Water Equity, created new tools that benchmark financial 
and impact characteristics of proposed transactions against 
those of similar transactions already in the portfolio. Both 
methods enable our organizations to quickly decline proposed 
transactions that compare unfavorably to the existing portfolio 
on expected impact or financial performance, and to prioritize 
the highest-impact transactions for approval if financially 
prudent.

4.   Measure and manage the impact and financial 
performance of portfolios of investments. 

One method, practiced by Bridges Fund Management and 
IDB Invest, is to calculate the average impact rating of the 
investments in the portfolio. Another method that many of us 
are experimenting with is to extract three to six high-priority 
impact indicators from their impact ratings to measure and 
report on across an entire portfolio. Many of us are now 
creating integrated dashboards of the most important impact 
and financial indicators of portfolio performance. These 
dashboards will help to ensure that the most important impact 
and financial indicators remain within acceptable ranges at 
the portfolio level, while prioritizing one or two measures of 
impact performance to improve on each year.

These methods are not mutually exclusive. Both go beyond 
our previous practices of simply reporting on the number, 
size, and composition of investments by sector or geography, 
or on the number of people reached by those investments. 

They paint a more nuanced picture of portfolio impact that 
can include, for instance, the type and depth of impacts that 
people experience, the degree to which those people are 
underserved, and the specfic contributions of both the investor 
and the investee enterprise to those impacts.

The approach has yielded important organizational 
benefits. It has helped us to articulate more concretely what 
we mean by “impact,” and to align our investment criteria 
and processes with our desired impacts. It has made us 
more effcient—we spend less time evaluating unattractive 
investment opportunities—and more effective in systematically 
channeling capital to the most attractive investments. Lastly, 
it has helped us to communicate more clearly with team 
members, investment committees, and boards of directors 
about our organizational goals and performance in terms of 
social impact and financial returns.

Impact-financial integration requires ongoing attention as it 
becomes part and parcel of investors’operations. It can always 
be improved. For investors worried about maintaining another 
set of practices, it’s worth knowing that improvements take less 
work than the initial start-up. While much remains to be seen, 
the integration of financial, social, and environmental data by 
investors has the potential to help solve urgent problems by 
changing the way financial markets allocate capital. In an era 
marked by the coronavirus epidemic, cataclysmic changes 
in the environment, and ongoing social injustices, smartly 
wielding investments for good will become more important 
than ever.

The European Green Deal

This Communication sets out a European Green 
Deal for the European Union (EU) and its citizens. It 
resets the Commission’s commitment to tackling climate and 
environmental-related challenges that is this generation’s 
defining task. The atmosphere is warming and the climate is 
changing with each passing year. One million of the eight 
million species on the planet are at risk of being lost. Forests 
and oceans are being polluted and destroyed1.

The European Green Deal is a response to these challenges. 
It is a new growth strategy that aims to transform the EU 
into a fair and prosperous society, with a modern, 
resource-efficient and competitive economy where 
there are no net emissions of greenhouse gases in 
2050 and where economic growth is decoupled 
from resource use.  

It also aims to protect, conserve and enhance the EU’s 
natural capital, and protect the health and well-
being of citizens from environment-related risks 
and impacts. At the same time, this transition must be just 
and inclusive. It must put people first, and pay attention to 
the regions, industries and workers who will face the greatest 
challenges. Since it will bring substantial change, active public 
participation and confidence in the transition is paramount if 
policies are to work and be accepted. A new pact is needed 
to bring together citizens in all their diversity, with national, 
regional, local authorities, civil society and industry working 
closely with the EU’s institutions and consultative bodies. 

The EU has the collective ability to transform its 
economy and society to put it on a more sustainable 
path. It can build on its strengths as a global leader on climate 
and environmental measures, consumer protection, and 
workers’ rights. Delivering additional reductions in emissions 
is a challenge. It will require massive public investment and 
increased efforts to direct private capital towards climate 
and environmental action, while avoiding lock-in into 
unsustainable practices. The EU must be at the forefront of 
coordinating international efforts towards building a coherent 
financial system that supports sustainable solutions. This 

upfront investment is also an opportunity to put Europe 
firmly on a new path of sustainable and inclusive 
growth. The European Green Deal will accelerate and 
underpin the transition needed in all sectors. 

The environmental ambition of the Green Deal 
will not be achieved by Europe acting alone. The 
drivers of climate change and biodiversity loss are global 
and are not limited by national borders. The EU can use its 
influence, expertise and financial resources to mobilise its 
neighbours and partners to join it on a sustainable path. 
The EU will continue to lead international efforts and wants 
to build alliances with the like-minded. It also recognises the 
need to maintain its security of supply and competitiveness 
even when others are unwilling to act. 

This Communication presents an initial roadmap of the 
key policies and measures needed to achieve the 
European Green Deal. It will be updated as needs evolve 
and the policy responses are formulated. All EU actions and 
policies will have to contribute to the European Green Deal 
objectives. The challenges are complex and interlinked. The 
policy response must be bold and comprehensive and seek 
to maximise benefits for health, quality of life, resilience and 
competitiveness. It will require intense coordination to exploit 
the available synergies across all policy areas2.  

The Green Deal is an integral part of this 
Commission’s strategy to implement the United 
Nation’s 2030 Agenda and the sustainable 
development goals3, and the other priorities announced 
in President von der Leyen’s political guidelines4. As part of 
the Green Deal, the Commission will refocus the European 
Semester process of macroeconomic coordination to integrate 
the United Nations’ sustainable development goals, to put 
sustainability and the well-being of citizens at the centre of 
economic policy, and the sustainable development goals at 
the heart of the EU’s policymaking and action. 

Communication from the commission to the european parliament, the european council, 
the council, the european economic and social committee and the committee of the regions.

Figure 1: Elements of Impact-Financial Integration
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Figure 1: The European Green Deal

Figure 1 illustrates the various elements of the Green Deal.

The European Union is now beginning to consider economic 
recovery measures to address the acute shock and impacts 
of the COVID-19 pandemic. With trillions of euros in capital 
under their management, we as investors are willing to help 
accelerate the recovery as it will require the efficient and 
equitable deployment of both public and private capital 
in fiscally-challenging times. Institutional investors take 
a long-term view of value and returns, and are therefore 
committed to assist policymakers devise multi-year sustainable 
recovery efforts. 

The COVID-19 pandemic is pushing Europe into an economic 
crisis, but it is also an opportunity for a green and sustainable 
recovery. Investors understand that accelerating the net zero 
emissions transition can create significant new employment 
and economic growth, along with other co-benefits such as 
energy security and clean air. With effective recovery policies 
in place, private investment could be channeled to accelerate 
the development of new sustainable climate change mitigation 
and climate adaptation assets. We encourage Member States 
to factor in the foreseeable, acute, systemic and compounding 
climate-related economic and financial risks. Investors 
increasingly face physical and transitional risks from a rapidly 
warming planet that challenge their ability to deliver long-term 
returns for their beneficiaries.

Our recommendations for an investible and sustainable 
economic recovery from the COVID-19 pandemic: 

1.   Prioritise human relief and job creation without 
locking in high carbon pathways. 

The EU must protect communities and workers, especially 
the most vulnerable, from the impacts of the COVID-19 
pandemic and the economic fallout. Recovery plans should 
create jobs across society that match with investments in net 
zero emissions energy, industrial, building and transportation 
systems, climate resilience measures and other sustainable 
infrastructure.

2.   Support the Green Deal and uphold the Paris 
Agreement. 

Governments, investors and companies must support the 
Green Deal and its objective of making Europe climate-

neutral by 2050, in line with the European Commission’s 
2050 long-term strategy, in order to maintain and strengthen 
their commitments in line with the Paris Agreement. The 
Paris Agreement remains the best multilateral instrument 
to accelerate emissions reductions and reduce the human 
health and economic risks from climate change. In order to 
do this, European leaders should uphold the 25%  climate-
mainstreaming target of the MFF, rapidly legally enshrine 
Europe’s 2050 climate ambition with the European Climate 
Law, and maintain momentum on the Green Deal, ambitious 
2030 climate targets and sustainable finance agenda.

3.   Member States should ensure COVID-19 support 
addresses climate risk. 

In particular, carbon-intensive companies that receive 
government bailouts, grants, loans, tax concessions and 
temporary equity purchases should be required to establish 
and enact climate change transition plans consistent with the 
Green Deal and Paris Agreement goals, and achieving net 
zero emissions by 2050 in exchange for this public support. 
Investors should work closely with national policymakers on 
the implementation of these transition plans.

4.  Prioritise climate resiliency and net zero 
emissions economic solutions. 

Locking in carbon-intensive economic activities in pursuit of 
recovery plans will only exacerbate systemic climate risks 
and expose economies to escalating shocks. The EU and its 
Member States can accelerate the recovery by facilitating 
fresh investment and jobs in clean energy, which can often 
also be deployed cheaper and faster than incumbent carbon-
intensive activities. Support for new sustainable infrastructure 
such as electrified transport systems, green industrial 
production and resilient community assets could also drive 
long-term clean jobs and growth.

5.  Embed investor participation in recovery 
planning. 

Many Member States will be more fiscally challenged after 
deploying immediate pandemic relief, and unlocking private 
capital will therefore be critical to recovery. As investors, we 
would welcome assisting the EU and its Member States in 
designing efficient, equitable and sustainable recovery plans.

1  Sources: (i) Intergovernmental Panel on Climate Change (IPCC): Special Report on the impacts of global warming of 1.5°C; (ii) Intergovernmental Science-Policy Platform on 
Biodiversity and Ecosystem Services: 2019 Global assessment report on biodiversity and ecosystem services; (iii) The International Resource Panel: Global Resources Outlook 
2019: Natural Resources for the Future We Want; (iv) European Environment Agency: the European environment — state and outlook 2020: knowledge for transition to a 
sustainable Europe  

2  In line with the findings of the 2020 European environment — state and outlook 2020: knowledge for transition to a sustainable Europe (European Environment Agency)
3  https://sustainabledevelopment.un.org/post2015/transformingourworld
4  See Political Guidelines of President elect Ursula von der Leyen: Political guidelines for the next Commission (2019-2024) – ‘A Union that strives for more: My agenda for Europe’:
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Where ESG Fails

• ESG criteria were selected to address social and envi-
ronmental issues, not to guide corporate strategy and 
investment selection
– ESG criteria miss the causal link between social condi-

tions and economic success
– For companies, ESG has become a checklist exercise 

blending risk mitigation with reputation and license to 
operate.

• There is a growing recognition that, for a given industry, 
certain social issues are material to economic performance
– Shares of companies that focus their efforts on material 

ESG criteria outperform the market by 3% to 6% 
annually – The others do not

– Even material ESG issues are often about operational 
efficiency and risk mitigation, not about a sustainable 
competitive advantage

• Shared Value investing offers a new approach rooted in 
the links between social impact, competitive strategy and 
economic performance
– CSV focuses on innovation and opportunity rather than 

risk and operational efficiency
• Creating new product and market opportunities 

(e.g., BD, Xylem, Enel)
• Increasing productivity (e.g., Walmart)
• Strengthening competitive context (e.g., BD, Novo 

Nordisk)

• Changing attitudes and priorities among social issues also 
change industry structure
– Shared Value companies find new opportunities based 

on emerging issues (e.g.,  Enel, Nestle)

• Shared Value investing requires changes in both corporate 
and investor behavior
– Investors are not analyzing, and company manage-

ments are not communicating, the data necessary to 
connect social and economic value
• This distorts valuations, overlooks industry innova-

tors, and encourages management to prioritize the 
wrong things

– Management must measure and communicate the 
investment thesis behind shared value strategies – how 
social issues affect the company’s industry, strategy, 
profitability and future growth (e.g., SAP)

– Investors and analysts must integrate an understanding 
of social issues with financial analysis and industry 
expertise
• A “green screen” or SRI screen as a final step is not 

adequate to identify Shared Value opportunities

Despite countless studies, there has never been conclusive evidence that socially 
responsible screens deliver alpha. A better model exists: shared value.
Written by FSG’s co-founders Michael Porter and Mark Kramer, along with Harvard 
Business School professor George Serafeim, the article “Where ESG Fails” on Institutional 
Investor provides evidence that shared value investing can deliver superior returns by 
tying social impact to competitive advantage.

Full article available: https://www.institutionalinvestor.com/article/b1hm5ghqtxj9s7/Where-ESG-Fails

Source: Where ESG Fails. Michel E. Porter, George Serafeim & M. Kramer (2016)

1. Aargauische Pensionskasse (APK)
2. Aberdeen Standard Investments
3. Aegon Nederland N.V.
4. Allianz Global Investors
5. Allianz Investment Management SE
6. Amundi
7. Andra AP-fonden
8. AP Pension
9. AP3 Third Swedish National Pension Fund
10. AP4 – Fourth Swedish National Pension Fund
11.  AP7, the Seventh Swedish National Pension 

Fund
12. ASR Vermogensbeheer N.V
13.  ATISA Personalvorsorgestiftung der 

Tschümperlin-Unternehmungen
14. AustralianSuper
15. Avaron Asset Management
16. Aviva Investors
17. Banco Bilbao Vizcaya Argentaria S.A.
18. BancoPosta Fondi SGR
19. BayernInvest
20. BDL Capital Management
21. Bernische Lehrerversicherungskasse
22. Bernische Pensionskasse BPK
23. BMO Global Asset Management
24. BNP Paribas Asset Management
25. Boston Common Asset Management
26. Bridgestone Hispania Pension, FP
27. Brunel Pension Partnership Ltd
28.  Caisse Cantonale d’Assurance Populaire - 

CCAP
29.  Caisse de pension des sociétés Hewlett-

Packard en Suisse
30.  Caisse de pension du Comité international de 

la Croix-Rouge
31. Caisse de pensions de l’Etat de Vaud (CPEV)
32.  Caisse de pensions du personnel communal 

de Lausanne (CPCL)
33. Caisse de pensions ECA-RP
34.  Caisse de prév. des Fonctionnaires de Police & 

des Etablissements Pénitentiaires
35.  Caisse de Prévoyance de l’Etat de Genève 

(CPEG)
36.  Caisse de Prévoyance des Interprètes de 

Conférence (CPIC)
37.  Caisse de prévoyance du personnel de l’Etat 

de Fribourg (CPPEF)
38.  Caisse de prévoyance du personnel de l’Etat 

du Valais (CPVAL)
39. Caisse intercommunale de pensions (CIP)
40.  Caisse paritaire de prévoyance de l’industrie 

et de la construction (CPPIC)
41. Caja de Ingenieros
42. Candriam Luxembourg s.c.a
43. CAP Prévoyance
44. Capital Dynamics Ltd
45. CCOO, FP
46.  Central Finance Board of the Methodist 

Church
47. Church Commissioners for England
48. Church of England Pensions Board
49. Church of Sweden
50.  CIEPP - Caisse Inter-Entreprises de Prévoyance 

Professionnelle
51. CPEG
52. Danske Bank A/S
53. DPAM
54. EAB Group Plc
55. Earth Capital Limited
56. East Capital Group
57. Ecofi Investissements
58. Elo Mutual Pension Insurance Company
59. Environment Agency Pension Fund
60.  EOS at Federated Hermes, on behalf of its 

stewardship clients

61. Epworth Investment Management Ltd
62. EQ Investors
63.  Etablissement Cantonal d’Assurance (ECA 

VAUD)
64. Ethos Foundation
65. Etica Sgr - Responsible Investments
66. Evli Bank
67. Falkirk Council Pension Fund
68. Fidelity International
69. Folksam Group
70.  Fondation de la métallurgie vaudoise du 

bâtiment (FMVB)
71. Fondation de prévoyance Artes & Comoedia
72.  Fondation de prévoyance des Paroisses et 

Institutions Catholiques (FPPIC)
73.  Fondation de prévoyance du Groupe BNP 

PARIBAS en Suisse
74.  Fondation Interprofessionnelle Sanitaire de 

Prévoyance (FISP)
75. Fondation Leenaards
76. Fondation Patrimonia
77. Fondo Cometa
78.  Fonds de Prévoyance de CA Indosuez (Suisse) 

SA
79. Fonds interprofessionnel de prévoyance (FIP)
80. Första AP-fonden
81. Gebäudeversicherung Luzern
82. Glennmont Partners
83. Globalance Bank AG
84.  Greater Manchester Pension Fund 

Management
85. Groupama Asset Management
86. Gulf International Bank (UK) Limited
87.  GVA Gebäudeversicherung des Kantons St. 

Gallen
88. HSBC Bank Pension Trust (UK) Ltd
89. HSBC Global Asset Management
90. Impax Asset Management
91. International Business of Federated Hermes
92. ISGAM AG
93. Jupiter Asset Management Ltd
94. KBI Global Investors
95. Kempen Capital Management
96. La Banque Postale Asset Management
97. La Française Group
98. Legal & General Investment Management
99. LGPS Central Limited
100.  Lloyds Banking Group Pensions Trustees 

Limited
101. Local Pensions Partnership Investments Limited
102. Lombard Odier Group
103. London Pensions Fund Authority
104. Luzerner Pensionskasse
105. M&G Investments
106. Man Group plc
107. Merian Global Investors
108. MN on behalf of PMT and PME
109. MP Investment Management A/S
110. MPC Renewable Energies GmbH
111. Nest Sammelstiftung
112. NN Investment Partners
113. Nomura Asset Management
114. Nordea Asset Management
115. NorthEdge Capital LLP
116.  Northern Ireland Local Government Officers’ 

Superannuation Committee
117. OFI AM
118. Ostrum Asset Management
119. P+, Pensionskassen for Akademikere
120. PenSam
121. PensionDanmark
122. Pensionskasse AR
123. Pensionskasse Bank CIC (Schweiz)
124. Pensionskasse Basel-Stadt
125. Pensionskasse Bühler AG Uzwil

126. Pensionskasse Caritas
127. Pensionskasse der Stadt Winterthur
128. Pensionskasse Pro Infirmis
129.  Pensionskasse Römisch-katholische 

Landeskirche des Kantons Luzern
130. Pensionskasse Schaffhausen
131. Pensionskasse SRG SSR
132. Pensionskasse Stadt Luzern
133. Pensionskasse Unia
134. Personalvorsorgekasse der Stadt Bern
135. PGGM
136. Pictet
137. PKA
138. Polden-Puckham Charitable Foundation
139. Prévoyance Santé Valais (PRESV)
140. Prévoyance.ne
141. Profelia Fondation de prévoyance
142. Prosperita Stiftung für die berufliche Vorsorge
143. Quaero Capital
144. Rathbone Brothers Plc
145.  Representative Church Body of the Church of 

Ireland
146. Retraites Populaires
147. Robeco Institutional Asset Management
148. Royal London Asset Management
149. Santander Asset Management
150. Schroders Investment Management
151. Scottish Widows Group Limited
152. SEB Investment Management AB
153. Secunda Sammelstiftung
154. Sierra Global Management, LLC
155. Sp-Fund Management Company Ltd
156. St. Galler Pensionskasse
157. Statewide Super
158. Stiftung Abendrot
159. Strathclyde Pension Fund
160. Terre des hommes
161. The Avon Pension Fund
162.  The Swedish Foundation for Strategic 

Environmental Research, Mistra
163. The United Reformed Church (UK)
164. The William Leech Foundation Limited
165. Trillium Asset Management, LLC
166. Trusteam Finance
167. UBS Asset Management
168.  Unfallversicherungskasse des Basler 

Staatspersonals
169. UniCredit SpA
170. Université de Genève (UNIGE)
171. Universities Superannuation Scheme
172. Velliv
173. Verein Barmherzige Brüder von Maria-Hilf
174. Vert Asset Management
175. Vorsorge SERTO
176. West Midlands Pension Fund
177. West Yorkshire Pension Fund
178. WHEB Asset Management LLP
179. Winston Churchill Memorial Trust

We stand ready to work with government leaders in implementing these actions. 

This statement was coordinated by Institutional Investors Group on Climate Change (IIGCC), Principles for Responsible Investment 
(PRI) and CDP. 

Signed,
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Brace for Impact: Financial Inclusion & 
Energy Access in Africa

Brace for Impact: Financial Inclusion & 
Energy Access in Africa

UN-Convened Net-Zero Asset Owner Alliance

The Journey to the Alliance
• Asset Owners (AOs) have a unique role to play 

in today’s financial landscape. With long-term invest-
ment horizons they are acutely vulnerable to the systemic 
disruptions that climate change will cause in ecosystems, 
societies and economies. They also have a key role to play 
in catalysing economic decarbonisation and climate-re-
silience thanks to their ability to drive the development of 
industry practices through their investment mandates.

• Recent years have seen an unprecedented surge 
in investor concern. Action on climate change has 
begun to take shape in regulatory frameworks, public 
policy, and the various spheres of influence that investors 
have at their disposal including their portfolios and their 
investees.

• The Investor Agenda - a collaborative initiative to 
accelerate investor actions critical to tackling climate 
change and achieving the goals of the Paris Agreement—
reflects the extraordinary breadth and depth of investor 
action to date. 

• It is against this background that a new alliance now aims 
to instil in the global investment industry the required 
level of climate ambition. Ambition which is anchored 
in each AO’s accountability. AO actions that are based 
on and guided by objective, authoritative science will 
emphasize GHG emissions outcomes in the real economy.

• The UN-convened Net-Zero Asset Owner 
Alliance is intended to demonstrate climate leader-
ship and to scale up rapidly to achieve a critical mass of 
purposeful investors.

• The Alliance will accompany AOs throughout the process 
of aligning their portfolios to the needs of an 
economy that is compatible with a stable climate. A 
journey which was ignited in Paris in 2015 and needs 
ratcheting up through to 2020 and beyond.

How to Achieve Paris Alignment
The UN-convened Alliance will utilise state-of-the-art tools and 
align with various initiatives led by AOs who have demon-
strated leadership on the topic of decarbonisation.

In more detail, potential actions would emphasize:
• Investor ambition and target-setting at portfolio 

level - reporting of contribution to progress in a sector-spe-
cific way.

• Impact on the real economy and emissions - to 
the extent methodologies can be developed for this.

• Implementation via an integrated approach 
to applying environmental, social, and gover-
nance considerations for measuring and managing 
associated impacts.

• Joint engagement and monitoring of engage-
ments based on the most authoritative, credible scientific 
input, to ensure consistency of messaging and necessary 
ambition. This will build on existing active ownership good 
practice already under development—such as Climate-
Action100+.

“The members of this Alliance commit to transitioning their investment portfolios to net-zero GHG emissions 
by 2050 consistent with a maximum temperature rise of 1.5°C above pre-industrial temperatures, taking 
into account the best available scientific knowledge including the findings of the IPCC, and regularly 
reporting on progress, including establishing intermediate targets every five years in line with Paris 
Agreement Article 4.9.

In order to enable members to meet their fiduciary duty to manage risks and achieve target returns, this 
Commitment must be embedded in a holistic environmental, social and governance (ESG) approach, 
incorporating but not limited to, climate change, and must emphasize GHG emissions reduction outcomes 
in the real economy.

Members will seek to reach this Commitment, especially through advocating for, and engaging on, 
corporate and industry action, as well as public policies, for a low-carbon transition of economic sectors 
in line with science and under consideration of associated social impacts.

This Commitment is made in the expectation that governments will follow through on their own commit-
ments to ensure the objectives of the Paris Agreement are met.”

T100 Focus Report: Foundations on the Road to 
100%

Executive summary
The T100 Project is a longitudinal study of investment portfolios 
that target 100% values or mission alignment while seeking 
deeper positive net impact wherever possible. Over the past 
four years, the project has generated a data set of impact 
investments in portfolios of over 75 private wealth holders. 18 
of the 76 portfolios in the latest study are foundations. Despite 
being only 23% of the total participants, foundations in this 
study represent in total $1.7 billion of committed capital, 
which represents 60% of the total committed capital of all 76 
portfolios in the study. 

We know that these T100 foundations are not the norm. Given 
that the Global Philanthropy Report found that less than 4% 
of the 2,833 foundations studied indicated that they employ 
social investment mechanisms, the data suggests a great pool 
of capital to address the world’s most pressing problems is 
lying dormant, or even working against mission.

Within this report, we dive deeper into the data of the 18 
T100 foundation portfolios and corresponding surveys to 
document how these foundations are deploying their capital 
toward deeper positive net impact across all asset classes.

Key findings
Although these T100 foundations are managing to go deeper 
with their impact while staying profitable, managing risk, and 
furthering their mission, they still face many challenges on 
their journey toward 100% mission alignment. The top-rated 
challenge by foundations in our study was “overcoming myths 
about impact investment financial performance.” Within 
this report, we identify a number of misconceptions facing 
foundations pursuing mission-aligned investing and provide 
evidence and experiences from T100 foundations that dispute 
these misconceptions: 

  Misconception: Fiduciary duty prevents mission 
alignment of endowment investments.

  T100 Reality: Fiduciary duty compels mission 
alignment of endowment investments. 38 percent of 
survey respondents reported that they believe that 

impact investments yield higher financial returns 
compared to traditional investments in the long term 
(greater than seven years). 62 percent believe they 
yield the same returns.

 Misconception: Impact investments are too risky.

  T100 Reality: The majority of T100 foundations find 
impact investments either equally as or less risky than 
traditional investments.

  Misconception: Foundations need more liquidity 
than 100% impact investing can provide.

  T100 Reality: T100 foundations have greater 
liquidity in their portfolios, across all impact categories, 
than other T100 participants: 67% of the foundations’ 
investments could be liquidated in less than 90 days 
and only 19% were locked up for more than 5 years.

  Misconception: Only private equity investments have 
impact.

 
  T100 Reality: T100 foundations take a whole-

portfolio approach and find impactful investments 
across all asset classes.

  Misconception: Separation between grant-making 
(programmatic) and investment-making teams is 
necessary and helpful.

  T100 Reality: Both sides of the foundation can work 
together to maximize impact.

  Misconception: Small foundations don’t have the 
resources for deep impact investing.

  T100 Reality: Small T100 foundations are nimble 
and moving quickly to deeper impact investments, and 
T100 foundations of all sizes are finding success in 
pursuing deeper positive net impact.

Source: UN-convened Net-Zero Asset Owner Alliance. UNEP Finance Initiative & PRI (n.d.) Source: Executive Summary  - T100 Focus Report: Foundations on the Road to 100%. Toniic (2020)
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  Misconception: A foundation must have a lot of 
impact investing experience to get to 100% mission 
alignment.

 T100 Reality: It’s possible to learn as you go. 

Roughly half (54%) of T100 foundations work with an advisor. 
Some have chosen their advisor based on experience with 
impact investing, while others brought their existing advisor 
on the journey with them.

The T100 foundations we have studied number only 18 
but represent US $1.7 billion in committed capital. They 
represent only a small fraction of the estimated $1.5 trillion 
in endowments worldwide, but they are true leaders in 
busting through the misconceptions that have kept others on 
the sidelines.

Long-term investment partners

POSITIVE CHANGE

POSITIVE SOCIAL CHANGE AND 
LONG-TERM INVESTMENT RETURNS 
GO HAND IN HAND.

WIN WIN?
Positive Change is a global equity strategy with two objectives: to deliver 
attractive long-term returns and contribute towards a more sustainable 
and inclusive world. 

We believe businesses whose products and services are addressing global 
challenges will see rising demand and that high-quality companies that 
address society’s challenges will prosper in the long-term. We seek out 
companies that provide positive solutions rather than simply screening out 
those doing harm.

The value of investments and any income from them may go down as well 
as up and investors may not get back the amount originally invested.

To fi nd out more about investing for positive change 
visit www.bailliegifford.com/positivechange

Baillie Gifford Investment Management (Europe) Limited provides investment management and advisory services to European (excluding UK) clients. 
It was incorporated in Ireland in May 2018 and is authorised by the Central Bank of Ireland. Baillie Gifford investment Management (Europe) Limited is 
a wholly owned subsidiary of Baillie Gifford Overseas Limited, which is wholly owned by Baillie Gifford & Co. Baillie Gifford Overseas Limited and Baillie 
Gifford & Co are authorised and regulated in the UK by the Financial Conduct Authority.
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Source: Making a Positive Impact. Baillie Gifford (April 2020)

Making A Positive Impact

The value of your investment and any income from it can go down as well as up and as 
a result your capital may be at risk. 

In a time of great uncertainty, staying positive is easier said 
than done. Amidst the personal and professional challenges 
we all face, it can be hard to remain optimistic.   

Optimism is at the core of our Positive Change strategy which 
invests in around 30 companies whose core products and 
services address key global challenges. Not only do these 
businesses help to solve big problems, we believe they can 
generate attractive investment returns over the long term.  

So how are we staying positive?  Well, it’s buoyed us up to see 
the contributions to beating the pandemic from companies 
we invest in. At a time of great need, they are rising to the 
challenge.  

Moderna is an innovative biotech company whose shares we 
purchased at IPO in 2018. It set up a rapid response team, 
worked non-stop to respond to the virus, and has become the 
first company to start trialling a vaccine, just 42 days after the 
coronavirus genome was first sequenced. Moderna’s heavy 
investment in research and development, and its ability to 
harness new tools such as Artificial intelligence, has enabled 
this unprecedented speedy progress.  

Teladoc, the Telemedicine company, reported a 50 per cent 
increase in virtual appointments in just one week in March 
thanks to its ability to provide accessible, affordable and safe 
consultations to patients. Sysmex, the diagnostics company, 
has developed an in-vitro diagnostic test for coronavirus 
(Covid-19), the first to be approved in its home market of 
Japan. Illumina’s next generation sequencing equipment also 
allows for virus detection.  

Aside from these companies on the frontline, imagine dealing 
with this pandemic without the information available on 
Google, via devices powered by the chips enabled by ASML 
and TSMC’s relentless focus on more power at a lower cost. 
Ecolab’s sanitisers, widely used in industrial and institutional 
settings, will also be playing a role.   

It will be the multifaceted contributions of these companies and 
many more combined that will allow us to beat coronavirus. 
As we have always said, global challenges are complex and 
require a holistic mindset.  

Maintaining Broad Horizons
Amid the single-issue rolling news coverage, it is all too easy 
to become blinkered. We are certainly not underestimating 
the gravity of the current crisis, but we stay focused on broad 
horizons.  

According to Johns Hopkins University, coronavirus has 
claimed over 70,000 lives at the time of writing. This is an 
immense tragedy, but sadly not unrivalled: the World Health 
Organisation estimates that 17.9 million people die each 
year of cardiovascular disease; in 2016 1.4 million people 
died of diarrheal diseases (ie poverty); 250,000 additional 
deaths per year are projected between 2030 and 2050 if we 
fail to address climate change. The broad set of challenges 
we set out to address with Positive Change persist, as does 
our faith in humanity’s ability to address them.  

So, our research effort remains diverse, and our zeal to find 
great companies that can improve the status quo is stronger 
than ever. In recent weeks our team has continued work 
on sustainable agriculture, plastics recycling and waste 
management companies, and medical equipment companies. 
Our pipeline of ideas remains rich.

Structural Trends and a Silver Lining  
We have also been thinking long term. We think there is a chance 
that this difficult and uncertain time could hasten structural trends 
we had already foreseen, forcing behavioural changes and 
allowing novel solutions to present themselves.  

Wider technological adoption, which we have long seen as a 
key enabler of change, has clearly already accelerated. Even 
the luddites among us are embracing new ways to connect with 
colleagues, friends and family. We expect we will all be using 

Zoom more, and long-distance flights less over the next decade.  
For the first time in living memory for most of us, we face a serious 
curtailment of everyday liberties. This serves as a stark reminder 
that governments cannot control nature, and that a lack of respect 
for the planet can carry consequences. This may shift the mindset 
with which we address climate change and allow us to embrace 
some of the consumption habit shifts required to tackle serious 
global warming.  

At a more abstract, but no less significant, level, the impact of 
individual actions on the collective is being thrown into sharp 
focus, and physical distance is ironically prompting a closer 

community connection for many of us. This could underpin a 
hastening of the economic shifts we already believe in, away 
from a model of capitalism that enriches the wealthy, towards 
one for the benefit of all.  

We certainly don’t claim to have all the answers, and it is far too 
early to draw definitive conclusions, but we remain confident 
and optimistic that we are invested for the future.  

The case for investing for Positive Change is more important, 
and more powerful now than ever.  

This article does not constitute, and is not subject to the protections afforded to, independent research. Baillie Gifford and its staff may have dealt in the investments concerned. The 
views expressed are not statements of fact and should not be considered as advice or a recommendation to buy, sell or hold a particular investment. This article was written and 
approved in April 2020 and has not been updated subsequently. It represents views held at the time of writing and may not reflect current thinking. 
 
The Fund’s share price can be volatile due to movements in the prices of the underlying holdings and the basis on which the Fund is priced. Investments with exposure to overseas 
securities can be affected by changing stock market conditions and currency exchange rates.  
 
Baillie Gifford & Co Limited is authorised and regulated by the Financial Conduct Authority. Baillie Gifford & Co Limited is an Authorised Corporate Director of OEICs.  
All data is sourced from Baillie Gifford & Co unless otherwise stated. 
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Source: Wells, wires and wheels, EROCI and the tough road ahead for oil. Mark Lewis (August 2019)

The Bell is Tolling for Oil
Climate change is often presented as an ethical issue, but this ignores the business case 
for fundamental change; cold economic logic is leading institutional investors to recognise 
that climate change is not just a threat to the health of the planet, but also a threat to the 
assets they manage.

The oil industry finds itself at the forefront of rising investor 
fears about the long-term returns of fossil fuel energy sources. 
This is partly because investors are, as the proverb tells us, 
‘once bitten, twice shy’. In this case, the biting came from the 
European utility sector in which hundreds of billions of euros 
were wiped off its market capitalisation by the rolling-out of 
wind and solar power over the past decade.

As the costs of renewable fall, the case for 
oil weakens
Wind and solar energy pose such a threat to the energy system 
established over the past 100 years for a simple reason: they 
have a short-run marginal cost of zero. In other words, the 
blowing of the wind and the shining of the sun means the 
energy itself is delivered for free. 

Nearly all of the costs of wind and solar energy are in the 
infrastructure required to capture it. These capital costs have 
been plummeting in recent years. The same is not true for oil 
and gas, so those sectors will eventually have to recognise 
that the economics of renewables are becoming irresistible. 

Research at BNP Paribas Asset Management into the 
economics of oil and renewables as competing energy 
sources hammers home the point. The conclusion is that oil 
needs a long-term breakeven price of USD 10-20 a barrel to 
remain competitive in mobility. 

• The economics of renewables are impossible for oil to 
compete with when looked at over the cycle

• Renewable electricity has a short-run marginal cost of 
zero, is cleaner environmentally, could readily replace 
up to 40% of global oil demand

• The oil industry should remember the fate of utilities. 
 
The concept of the energy return on capital invested (EROCI) 
focuses on the energy return on a USD 100 billion outlay on 
oil and renewables where the energy is being used to power 
cars and other light-duty vehicles (LDVs). 

For a given capital outlay on oil and 
renewables, how much useful energy at 
the wheel do we get?
Analysis indicates that for the same capital outlay today, 
new wind and solar-energy projects in tandem with battery 
electric vehicles will produce 6x-7x more useful energy at the 
wheels than will oil at USD 60/barrel for gasoline powered 
light-duty vehicles, and 3x-4x more than will oil at USD 60/
barrel for light-duty vehicles running on diesel.

Accordingly, we can calculate that the long-term breakeven oil 
price for petrol to remain competitive as a source of mobility 
is USD 9-10/barrel, and for diesel USD 17-19/barrel. 

Oil has a massive flow-rate advantage, 
but this is time-limited
The oil industry is so enormous that the amounts available 
for purchase on the spot market for oil can provide large and 
effectively instantaneous flows of energy. By contrast, new 
wind and solar projects deliver their energy over a 25-year 
operating life. Nonetheless, the economics of renewables 
seem impossible for oil to compete with when looked at over 
the cycle.

Economic and environmental benefits are 
set to make renewables in tandem with 
electric vehicles (EVs) irresistible
The clear implication of this analysis is that if investors were 
building out the global energy system from scratch today, 
economics alone would dictate that at a minimum, the 
road-transportation infrastructure would be built up around 
EVs powered by wind and solar-generated electricity. 

The tough road ahead for oil
With 36% of demand for crude oil today 
accounted for by LDVs and other vehicle cate-
gories that are susceptible to electrification, and 
a further 5% used for power generation, the oil 
industry has never before in its history faced the 
kind of threat that renewable electricity in tandem 
with electric vehicles poses to its business model. 

This leads to the conclusion that the economics of 
oil for gasoline and diesel vehicles versus wind- 
and solar-powered EVs are now in relentless and 
irreversible decline, with far-reaching conse-
quences for both policymakers and the oil majors.

A warning from the European utility sector 
If all of this sounds far-fetched, then the speed with which 
the competitive landscape of the European utility 
industry has been reshaped over the last decade by the 
rollout of wind and solar power – and the billions of euros of 
fossil-fuel generation assets that this has stranded – should be 
a flashing red light on the oil industry’s dashboard. 

Source: BNP Paribas Asset Management estimates, 2019. *Net EROCI here is the amount of mobility bought for a $100bn outlay
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The Strategic Case for Sustainable Investments
A 10x Transformational Investment response to global systemic risks 

Source: The Strategic Case for Sustainable Investments. Murray Birt and Michael Lewis (September 2020)

Figure 1.  Systemic social and environmental externalities undermine economic growth, but  addressing these issues represent significant growth 
potential 

 

Source:  DWS analysis, Business and Sustainable Development Commission 2017. CREA 2020 

The pandemic and lock-down policies are creating the deepest 
global recession since World War II while major central banks 
have rapidly reduced interest ratesi, creating challenges for 
pensions’ and insurers’ investment objectives.  

At the same time, Covid-19 and lock-down policies have exposed 
and deeped a wide range of inequalities in society, increased 
human suffering and is reversing decades of progress on poverty 
reduction, healthcare and education. This undermines the UN 
Sustainable Development Goalsii. 
 
The SDGs reflect the fundamental interests of asset owners as the 
SDGs can be a key driver of global economic growth and well-
being. The reversing of progress on the SDGs also exacerbates 
a whole range of systemic risks that increase societal volatility 
and make lives worse for billions of people. As well, the definition 
of fiduciary duty is likely to expand to include responsibililty for 
sustainability impactsiii. 
 
Investors can help restore progress on the Sustainable 
Development Goals: Building back better after Covid-19. Now 
is exactly the time for investors to make 10x larger 
commitmentsiv to transformational or sustainable 
investments: funds creating appropriate risk-
adjusted returns and helping address one or more 
global systemic risks. “Stewards of capital must become 
the stewards of a new form of capitalism.”v 

 
All asset classes have a role to play but have different 
abilities to drive real world change. 
 
Much larger allocations are needed for private 
market impact investments, particularly in emerging 
markets, which face many large challenges but 
also have attractive investment opportunities. 
Impact strategies can help address investor challenges with 
low interest rates and economic growth. Sixty eight percent of 
investors’ impact allocations performed in-line with their financial 
expectations, 20% saw financial outperformance, only 12% 
saw underperformancevi. 
 
Sustainable or ESG public equity funds as well as 
fixed income funds also have key roles to play by 
using stewardship to improve companies’ financial 
performancevii and drive real world change by 
helping change corporates’ strategies. However, many 
large asset managers still vote against many ESG resolutionsviii.  
Enhanced partnerships are needed with asset managers for a 
step change in the quantity and quality of policy advocacy and 
stewardship for a greener, resilient and equitable world.  

We encourage asset owners to follow the example 
of Danish pension fundsix which committed USD50bn 
to support the Paris Agreement and the SDGs.
  
To strategically influence the direction of 

governments’ stimulus policies and to create 
momentum towards the 2021 UN climate summit, 
asset owners could make sustainable investing 
commitments at the 3-4 November, Climate 
Investment Summitx in Copenhagen.  

Central bank and public development banks’ own 
pension funds could also lead by example with 
sustainable investment commitments. 
 
Governments, financial regulators and development banks 
can facilitiate asset owners investing in blended finance and 
impact funds by addressing potential financial policy barriers 
and helping build project pipelines of sustainable projects.  

We see private equity opportunities in China focused on 
renewables and growth equity for clean tech companies. We 
also see private debt opportunities for decentralised renewable 
energy in Africa as well as financial inclusion investments which 
help improve access to finance, gender equality, and extreme 
weather financial resilience. A fund of funds could help asset 
owners scale impact investments. 

Our recommendations for seizing the strategic 
opportunity of sustainable investments 

Asset owners 
The Principles for Responsible Investment (PRI) now has 2,750+ 
signatories with USD100trn in assets, but few signatories have 
invested in private market impact funds.  

Phenix Capitalxi is tracking EUR110bn+ currently being raised 
across 562 impact funds with 30% focusing on emerging 
markets. This capital is being raised mostly for private equity 
(36%), infrastructure (17%), private debt (16%) and public equity 
(13%). Climate action and clean energy are the most common 
areas of focus but other themes are growing.   

In the public markets, investors’ stewardship capabilities and 
capacities are strengthening but we believe a step change is 
also required in this key area. 

We suggest:    
1.    Asset owners develop and announce a target for sustainable 

investments, including for private impact funds. For asset 
owners with a track record of allocating to impact, we 
suggest at least 10x larger target is needed 

2.    Provide strong senior management oversight to ensure impact 
funds across geographies and themes are fairly assessed, 
as due diligence teams can be overly conservative or risk 
adverse 

3.   Shift passive or active equity mandates or funds to asset 
managers with strong stewardship capabilities and voting 
track-record  

4.   Strengthen expectations and partnerships with asset 
managers to support a step change in the quantity and 
quality of investee stewardship and government policy 
advocacy across major asset classes. Such a commitment 
should draw on investor developed Paris Alignment 
guidancexii  

Governments and financial regulators 
Governments play a key role in setting the framework for 
investors’ capital allocation and for corporates and developers 
capex decisions. We recommend: 
1.  Facilitiate asset owners investing in blended finance and 

impact funds by addressing potential financial policy 
barriers and recognising a legal duty of impact 

2.  Facilitate investor cooperative stewardship, addressing 
‘acting in concert’ restrictions  

3.  Review progress and refresh action against the 2014 
G7 Social Impact Investment Taskforce reportxiii 

recommendations 
4.  Strengthen green and social priorities within Covid-19 

economic stimulus programs 

Public development banks 
Development banks play a key role in facilitating investment. 
Under the high patronage of France’s President Macron, and 
with the support of UN Secretary-General, the Government 
of France is organising the Finance in Common Summit, the 
first global meeting of 450 public development banksxiv. These 
organisations have ~USD11.2 trillion in assets, and annually 
disburse USD2.3 trillion. 
 
We suggest that development banks:  
1.  Commit to sustainable and responsible investing including 

through their own pension funds (PRI signatories, drawing 
on Paris Alignment guidanacexv) 

2.  Commit to targets for leveraging or mobilising private 
investor capital, recognising that mobilisation rates may 
vary  

Governments and public development banks 
Improving the framework for capital deployment in developing 
countries is a joint responsibility of governments and development 
banks. The World Economic Forum’s Global Future Council on 
Development Financexvi recommends moving from ‘funding’ to 
‘financing’ for sustainable development of national development 
plans and policies in order to implement actions which mobilise 
private capital.
  
Central banks  
Sixty nine central banks and financial regulators are members 
of the Network for Greening the Financial System. The NGFS 
has published guidancexvii for how central banks’ portfolio 
management can lead by example. 
1.  Central banks should set targets for their portfolios to allocate 

to private impact funds 
2.  For liquid asset classes, central banks’ porfolios should 

establish strong stewardship expectations, drawing on 
investors’ Paris Alignment guidancexviii 

Strategic Case #1 – SDGs reflect the 
fundamental interests of universal owners  

Environmental and social systemic risks as 
transformational investment opportunities 
In 2011, the concept of “Universal Owners” was developed 
by Roger Urwin, Global Head of Investment Content at Willis 
Towers Watson. He stated that:  
“Universal owners are asset owners who recognize that through 
their portfolios they own a slice of the whole economy and 
the market. They adapt their actions to enhance the return 
prospects of their portfolios, and hence the prospects for the 
whole economy and the market as well...  
Universal owners will support the goals of sustainable growth 
and well-functioning financial markets. A universal owner will 
also view these goals holistically and seek ways to reduce 
the company level externalities that produce economy-wide 
efficiency losses”xix  
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Strategic Case #1 – SDGs reflect the fundamental interests of universal owners  

Environmental and social systemic risks as transformational investment opportunities 
In 2011, the concept of “Universal Owners” was developed by Roger Urwin, Global Head of Investment Content at 
Willis Towers Watson. He stated that:  

“Universal owners are asset owners who recognize that through their portfolios they own a slice of the whole 
economy and the market. They adapt their actions to enhance the return prospects of their portfolios, and 
hence the prospects for the whole economy and the market as well...  

Universal owners will support the goals of sustainable growth and well-functioning financial markets. A 
universal owner will also view these goals holistically and seek ways to reduce the company level externalities 
that produce economy-wide efficiency losses”19  

Reflecting this definition, a wide range of systemic risks and opportunities linked to the SDGs were analysed by the 
Business and Sustainable Development Commission, a group of 35 chief executives and civil society. Figure 1 
shows how a wide range of environmental and social externalities undermine global economic growth, which 
affects investors’ portfolios as a whole, as well as harming the lives of billions of people.  

On the flip side, the economic upside of the SDGs was estimated to be worth up to USD12trn, or roughly a tenth of 
global output, with employment potentially boosted by almost 400m by 2030. These opportunities cross food and 
agriculture, cities, energy and materials as well as health and well being sectors. 

However, this investment potential is being undermined by Covid-19’s impact as shown under the SDGs as shown 
in under Strategic Case #2.  

A World Economic Forum initiative with Mercer20 is examining how global systemic risks can be converted into 
sustainable investment returns. DWS is participating in this project. The first report from the initiative identifies six 
systemic risks: water security, climate change, population growth, geopolitical uncertainty, technology disruption 
and negative interest rates. These risks have an annual investment gap of USD6.27trn.  

FIGURE 1.  SYSTEMIC SOCIAL AND ENVIRONMENTAL EXTERNALITIES UNDERMINE ECONOMIC 
GROWTH, BUT ADDRESSING THESE ISSUES REPRESENT SIGNIFICANT GROWTH POTENTIAL  

 
 

Source:  DWS analysis, Business and Sustainable Development Commission 2017. CREA 2020  
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Reflecting this definition, a wide range of systemic risks and 
opportunities linked to the SDGs were analysed by the Business 
and Sustainable Development Commission, a group of 35 chief 
executives and civil society. Figure 1 shows how a wide range 
of environmental and social externalities undermine global 
economic growth, which affects investors’ portfolios as a whole, 
as well as harming the lives of billions of people.
  
On the flip side, the economic upside of the SDGs was estimated 
to be worth up to USD12trn, or roughly a tenth of global output, 
with employment potentially boosted by almost 400m by 2030. 
These opportunities cross food and agriculture, cities, energy 
and materials as well as health and well being sectors. 

However, this investment potential is being undermined by 
Covid-19’s impact as shown under the SDGs as shown in under 
Strategic Case #2. 
 
A World Economic Forum initiative with Mercerxx is examining 
how global systemic risks can be converted into sustainable 
investment returns. DWS is participating in this project. The 
first report from the initiative identifies six systemic risks: water 
security, climate change, population growth, geopolitical 
uncertainty, technology disruption and negative interest rates. 
These risks have an annual investment gap of USD6.27trn. 

Strategic Case #2 – Investors can help restore 
progress on the Sustainable Development 
Goals: Building back better after Covid-19 
is undermining progress on the Sustainable 
Development Goals 

The International Monetary Fund states that:  
“Economies are in a deep and growing crisis. Inequalities 
within and among countries are rising, as the poorest suffer a 
disproportionate share of the infections and deaths, and struggle 
more to make ends meet. Poverty and hunger are soaring. And 
global tensions are rising.” 

The Sustainable Development Report is the first worldwide study 
to assess where each country stands with regard to achieving 
the SDGs, complementing the official SDG indicators. The team 
of researchers is overseen by Professor Jeffrey Sachs, Special 
Advisor to UN Secretary-General António Guterre. 

September 2020 / Strategic case for sustainable investments DWS Research Institute 
 

4 
Forecasts are not a reliable indicator of future returns. Forecasts are based on assumptions, estimates, views and hypothetical models or analyses, which 
might prove inaccurate or incorrect. 

Strategic Case #2 – Investors can help restore progress on the Sustainable 
Development Goals: Building back better after covid-19 
Covid-19 is undermining progress on the Sustainable Development Goals 

The International Monetary Fund states that:  

“Economies are in a deep and growing crisis. Inequalities within and among countries are rising, as the poorest 
suffer a disproportionate share of the infections and deaths, and struggle more to make ends meet. Poverty and 
hunger are soaring. And global tensions are rising.” 

The Sustainable Development Report is the first worldwide study to assess where each country stands with regard to 
achieving the SDGs, complementing the official SDG indicators. The team of researchers is overseen by Professor 
Jeffrey Sachs, Special Advisor to UN Secretary-General António Guterre.  

Figure 2 shows researchers’ conclusions regarding the impact of covid-19 on the SDGs: five SDGs are highly 
negatively impacted, nine are mixed or moderatively negatively impacted while the impact on three SDGs is still 
unclear. The appendix to this DWS report describes in more detail how covid-19 is undermining the SDGs.  

The UN21 estimated in 2014 at current levels of investment across ten SDG-relevant sectors, developing countries 
face an annual capex gap of USD2.5 trillion. This remains the most updated high-level estimate of capex 
requirements.  

Impact investing is a USD715bn+ market, that has grown by 12% annually for the last several years22.  Impact 
investing is a key way to directly contribute to the Sustainable Development Goals.  

An important subset of impact investing is blended finance: the use of catalytic capital from public or 
philanthropic sources (such as the UN Green Climate Fund) to reduce and share risk with investors23. Blended 
finance has mobilized ~USD140 billion in capital, rivaling the size of official development assistance.  

Beyond impact investing, investors can encourage corporations to focus their capex and business models to help 
address the SDG investment gap and create business revenues and profits.  

 

  

FIGURE 2. FIVE SUSTAINABLE DEVELOPMENT GOALS ARE HIGHLY NEGATIVELY IMPACTED BY COVID 19   

 

Source: Sustainable Development Report 2020 – SDGs and Covid-19  
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Figure 2 shows researchers’ conclusions regarding the impact of 
Covid-19 on the SDGs: five SDGs are highly negatively impacted, 
nine are mixed or moderatively negatively impacted while the 
impact on three SDGs is still unclear. The appendix to this DWS 
report describes in more detail how Covid-19 is undermining 
the SDGs.
  
The UNxxi estimated in 2014 at current levels of investment across 
ten SDG-relevant sectors, developing countries face an annual 
capex gap of USD2.5 trillion. This remains the most updated 
high-level estimate of capex requirements. 
 
Impact investing is a USD715bn+ market, that has grown by 12% 
annually for the last several yearsxxii.  Impact investing is a key 
way to directly contribute to the Sustainable Development Goals.  

An important subset of impact investing is blended finance: the 
use of catalytic capital from public or philanthropic sources (such 
as the UN Green Climate Fund) to reduce and share risk with 
investorsxxiii. Blended finance has mobilized ~USD140 
billion in capital, rivaling the size of official development 
assistance.  

Beyond impact investing, investors can encourage corporations 
to focus their capex and business models to help address the 
SDG investment gap and create business revenues and profits. 

Supporting change in emerging markets  
Emerging markets constitute 60% of world GDPxxiv, contributed 
over 75% of the 3.2% world GDP growth in 2019, represent 80% 
of the world’s populationxxv, and 54% of global carbon emissions 
on a consumption basisxxvi. Therefore, impact investments are 
critical to help EM countries address sustainability issues. 

For instance, the International Energy Agency estimates that a 
quadrupling of renewable power investment is required across 
Africa to meet the Sustainable Energy for All goals, Figure 7. 
However, the latest data showsxxvii that we are not on track to 
achieving Sustainable Development Goal 7 (SDG7) to ensure 
affordable, reliable, sustainable and modern energy for all by 
2030. 

While some investors may perceive Africa as risky, investors’ risk 

can be reduced by combining investment structures with public 
sector capital, which is called blended finance.  

It is estimated that blended finance has mobilized 
approximately USD140 billion in capital towards 
sustainable development in developing countries 
through ~3,700 different types of transactions. This rivals the 
size of official development assistancexxviii (ODA) in 2018 of 
USD153bn.  

The Green Climate Fund (GCF) is an important source of public 
capital for blended finance.  

DWS has partnered with the GCF aiming to create an off-grid 
clean energy strategy for Africa. 

To help accelerate action on the SDGs, 
institutional investors have a key role to play 
to expand their allocations to private debt and 
equity impact strategies in emerging markets, 
including through blended finance. 
 
We conclude that asset owners have a strategic case for 
expanding sustainable investment capital allocations, particularly 
impact investing in emerging markets.  

Figure 2. Five sustainable development goals are highly negatively 
impacted by Covid-19

Source: Sustainable Development Report 2020 – SDGs and Covid-19 Source: IEA November 2019 

Figure 7:  African renewable power investment needs to quadruple 
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Brace for Impact: Financial Inclusion & 
Energy Access in Africa
Unlocking Impact 
and Returns Through Fund of Funds

Small and medium-sized enterprises (SMEs) are the lifeblood 
of a healthy economy, nowhere more so than in emerging 
markets. SMEs account for the majority of businesses 
worldwide and are important contributors to job creation and 
global economic development. According to our estimates, 
600 million jobs will be needed by 2030 to absorb the 
growing global workforce, which makes SME development 
a high priority for many governments around the world. In 
emerging markets, most formal jobs are generated by SMEs, 
which create 7 out of 10 jobs1.2

Access to finance is a key constraint to 
SME growth
Access to finance continues to be a key constraint to SME 
growth. In the latest figures supplied by the World Bank, 
there are 65 million SMEs in emerging markets that are credit 
constrained. This puts the potential demand for SME finance 
at $8.9 trillion. Given the current credit supply is $3.7 trillion, 
we are left with a financing gap of $5.2 trillion3. To close 
the gap, governments in emerging markets, together with 
their partners in development finance institutions such as the 
International Finance Corporation (IFC), will need to unlock 
private-sector investment at an ever-increasing scale.

IFC has over 60 years of experience in unlocking private-
sector investment in emerging markets. In 2019, it invested 
$8.9 billion for its own account (plus mobilisation of $10 
billion more) into 269 projects in 65 countries. As impressive 
as these figures are, the financing that IFC provides directly 
meets only a tiny fraction of the debt and equity financing 
needs of emerging market businesses. IFC works with private 

1  https://www.worldbank.org/en/topic/smefinance
2  https://www.worldbank.org/en/topic/smefinance
3  WBG, SME Finance, IFC, “MSME Finance Gap – Assessment of the Shortfalls and Opportunities in Financing Micro, Small and Medium Enterprises in Emerging Markets, 2017

equity funds in emerging markets because they can have a 
significant impact on company growth and job creation. This 
work channels capital to promising companies and mobilises 
money for renewable energy, infrastructure, and other 
essential projects in some of the world’s poorest countries.

Private equity funds and their role in 
development
In emerging markets, the lack of risk capital hinders economic 
growth and thwarts entrepreneurship. By providing capital in 
emerging markets where it is scarce, private equity funds play 
a critical role in development, helping to build the dynamic, 
job-creating companies that drive prosperity, provide essential 
goods and services, and have a positive impact on people’s 
lives. The equity that funds provide is also a uniquely beneficial 
part of a company’s capital structure, providing long-term 
patient capital that unlocks access to debt.  

The crucial role of Funds of Funds
Critical to the success of private equity funds is their ability 
to raise capital from investors. These investors, known as 
Limited Partners, are typically institutions such as pension 
funds, endowments and sovereign wealth funds who are 
large enough to make commitments to multiple funds over an 
extended period of time.

Small and medium-sized enterprises (SMEs) drive the economic and social development 
of many economies, particularly in emerging markets. They represent about 90% of 
businesses and more than 50% of employment worldwide. It is estimated that 600 million 
jobs will be needed by 2030 to absorb the growing global workforce, which makes SME 
development a high priority for many governments around the world. Access to finance 
is one of the key constraints to SME growth in emerging markets.  What can be done to 
ease this constraint? Could Fund of Funds be a solution for institutional investors looking 
to make an impact whilst fulfilling their financial obligations to their stakeholders?

Adenia Capital IV, an investee fund of AMC, invested in Tumaini, 
an emerging supermarket retailer in Kenya to expand their 
network of affordable stores, improve operational efficiencies 
and strengthen corporate governance and leadership

About IFC Asset Management Company (AMC)
AMC—the equity mobilization platform of IFC—mobilizes and manages capital to invest in businesses in developing and 
frontier markets. AMC provides leading institutional investors with unique access to IFC’s emerging markets investment pipeline 
and investment expertise, while providing positive development impact in the countries in which it invests. AMC funds’ investors 
include sovereign wealth funds, pension funds, and development finance institutions. The platform has raised approximately 
$10 billion across 13 investment funds covering equity, debt, and fund-of-fund products. 
AMC’s seven-person fund of funds team has 100+ years of successful investment experience and manages $1.2 billion across 
two funds of funds. IFC Catalyst Fund is a $418 million, 2012 vintage emerging markets fund of funds focused on climate change. 
IFC GEM Fund is a $800 million, 2015 vintage fund emerging markets fund of funds. For more information, visit www.ifcamc.org

About International Finance Corporation (IFC)
IFC—a sister organization of the World Bank and member of the World Bank Group—is the largest global development institution 
focused on the private sector in emerging markets. IFC works with more than 2,000 businesses worldwide, using our capital, 
expertise, and influence to create markets and opportunities where they are needed most. In fiscal year 2019, IFC delivered 
more than $19 billion in long-term financing for developing countries, leveraging the power of the private sector to end extreme 
poverty and boost shared prosperity. For more information, visit www.ifc.org

Source: Unlocking Impact and Returns Through Fund of Funds. IFC Asset Management Company (2020)

For family offices, high net worth individuals, smaller institu-
tions and less experienced investors’ fund of funds can play 
a crucial role in helping investors access private equity funds. 

For less experienced investors, a fund of funds can help 
investors gain exposure to, and learn about, unfamiliar sectors 
and geographies by delegating investment responsibility to 
a knowledgeable fund of funds manager, while keeping in 
close and regular contact.

For investors who lack in-house capacity for fund investing, 
a fund of funds can be more efficient in terms of time and 
cost versus building out that capacity. This may be the case 
for smaller investors lacking the scale to set up an in-house 
emerging markets fund investment capability, or large 
investors with only small teams focused on global private 
equity.

For investors who are interested in risk mitigation and/or 
investing at scale, a fund of funds generally provides some 
downside protection versus investing in an individual fund.  
Fund of funds are also useful for larger investors that have both 

large minimum ticket sizes and percentage limitations in terms 
of how much exposure they can take in a private equity fund. 
They also allow larger investors to efficiently deploy sizeable 
amounts of capital through one vehicle.

Fund of funds generally provide some downside protection 
compared to investing in an individual private equity fund. A 
fund of funds is inherently a highly diversified investment, and 
by design, it enables investors to gain exposure to multiple 
private equity funds, each managed by a dedicated team 
with its own strategy and coverage.

In conclusion
Private equity is a critical source of financing in emerging markets that addresses the lack of access to finance that is constraining 
SME growth. Private equity funds, including fund of funds, have an important role to play in channeling the much-needed 
private sector capital into emerging markets. 

Our fund investments help address the needs of underserved and financially constrained businesses by focusing primarily 
on attracting institutional equity to fund the needs of early-stage to mid-market companies, develop and attract qualified 
fund managers who can select these investees, and support them with capital and advice to grow, innovate, deepen institu-
tionalization, and promote more dynamic business ecosystems.
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Brace for Impact: Financial Inclusion & 
Energy Access in Africa
Green Bond Bulletin: Social bond and sovereign 
green bond issuance surges

Source: Green Bond Bulletin: Social bond and sovereign green bond issuance surges. NN Investment Partners (June 2020)

The corona crisis has triggered some ESG rebal-
ancing in the sustainable fixed income space. 
Whereas in the past green bonds dominated, 
a heightened focus on the wide-ranging social 
implications of the pandemic has shifted the 
emphasis from E to S in the last couple of months. 
This change is reflected in the increase in social 
bond issuance – bonds that raise funds for social 
projects. In the long term, however, green bonds 
will still lead the way in building a sustainable 
economic recovery and supporting the transition 
to a net-zero emission and climate-resilient world. 
Meanwhile, the sovereign green bond market 
continues to grow, with several deals planned for 
the second half of 2020 – some with innovative 
new structures.  
 
NN Investment Partners’ Green Bond Bulletin brings you the 
latest developments in this growing market. We review recent 

market developments, give an update on new issuance and 
our activities, and look ahead with our portfolio managers. In 
this edition we focus on the surge in social bond issuance as a 

•  Covid-19 bonds give a shot in the arm to the fledgling social bond market 
•  Social bond market needs more types of investors and issuers to grow further and 

diversify 
• Sovereign green bond market to expand in 2020 with some countries using new issue 

structures  

result of Covid-19 and look at developments in the sovereign 
green bond market. 
 
Rush to finance social projects to mitigate 
Covid-19 impact boosts social bond 
market 
Always a significant laggard behind the green and sustain-
ability bond markets, the social bond market has witnessed 
a flurry of activity as a result of the pandemic. In the past, 
proceeds of social bonds were mostly used for social housing 
projects and job creation. But recently agencies and suprana-
tional organisations have been using them to help mitigate the 
severe direct and indirect social and economic impact of the 
coronavirus. The proceeds of most of the so-called Covid-19 
bonds are financing social projects related to healthcare and 
preservation of employment. Since the beginning of April 
around EUR 20 billion has been raised, predominantly in 
France, Spain, Italy, the Netherlands, Japan and Africa. In 
less than three months, the social bond market has grown by 
a staggering 43% to EUR 66 billion. We are not aware of 
anyone having yet launched a pure social bond fund, so these 
bonds are probably being bought by impact and sustainable 
investors or regular investors aiming to increase their ESG 
exposure. Our green bond strategies run purely green port-
folios, so we do not hold social bonds. 
 
The majority of the proceeds have been used to support micro, 
small and medium-sized enterprises (MSMEs), with a focus on 
the preservation of jobs. To fight Covid-19-related fluctuations 
in the French labour market, Unédic (the French unemployment 
insurance management body) launched the largest social 
bond to date, worth EUR 4 billion. In response to the chal-
lenges in the healthcare sector, other recently launched social 
bonds’ proceeds targeted medical supplies and equipment, 

rehabilitation, medical-related infrastructure, and R&D for 
medicines and vaccines. They also help provide financial 
support to businesses so they can retain staff and maintain 
employment levels, and to fund the repurposing of factories 
to produce essential equipment.  
 
The Social Bond Principles offer voluntary guidelines for 
issuing social bonds, similar to the Green Bond Principles 
for green bonds. The guidelines recommend transparency, 
disclosure and reporting and are intended for use by market 
participants. The following list of categories, which may be 
expanded as the market develops, covers the most common 
types of projects supported by the social bond market.

Social Bond Principles - project categories 
•     Affordable basic infrastructure (e.g. clean drinking water, 

sanitation)
• Access to essential services (e.g. health, education)
• Affordable housing
•  Employment generation and preservation (e.g. SME 

financing and microfinance) Food security and 
 sustainable food systems
• Socioeconomic advancement and empowerment

What does the post-corona future hold for 
social bonds?
We believe issuance could continue to grow strongly this 
summer, causing the social bond market to eclipse the sustain-
ability bond market in size. The main issuers are likely to 
continue to be agencies, supranational organisations and 
financial institutions. Currently, they make up 51%, 16% and 
13% of the market respectively. The majority of the social 
bonds are euro-denominated, with a few US dollar and 
Japanese yen issues. The Covid-19 pandemic has clearly 

Figure 1: Annual Issuance of Green, Sustainability and Social bonds

Source: NN Investment Partners
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brought the social bond market to the next level. It is now in a 
phase very similar to the one the green bond market was in 
between 2013 and 2014. However, despite the recent growth 
surge, it is still comparatively small and dominated by few 
participants in three main issue segments. If the social bond 
market is to grow further and diversify, it will need to attract a 
broader range of participants and issuer types.  
 
‘If the social bond market is to grow further and diversify, 
it will need to attract a broader range of participants and 
issuer types’ 
Jovita Razauskaite, Portfolio Manager Green Bond
 
Once the pandemic is behind us, this market could continue 
to grow. Corporate issuers that wish to address fundamental 
social issues across their businesses and supply chains could 
increasingly seek financing via social bonds. As liquidity 
increases, we think social bonds will be a viable option for 
investors wishing to make a focused positive social impact. 
The biggest challenge for the social bond market will be 
creating a more standardised impact reporting format, which 
will improve transparency and enhance its credibility and 
growth potential. 

Sovereign issuers scheduled to tap the 
green bond market in the second half of 
2020
The sovereign segment currently comprises fourteen issuers, 
ten of which are investable[4] (see Table 1), with issuance 
predominantly in euros or US dollars. Poland was the first 
country to issue a green bond at the end of 2016 and France 
is the largest sovereign green bond issuer by a considerable 
margin. Some issuers repeatedly tap the market with bullet 
issues (France, Belgium). Others have chosen to build a yield 
curve by issuing green bonds with different maturities and 
coupons (Poland, Chile). Even prior to the corona crisis, this 
market looked set to grow rapidly, with a number of potential 
European sovereign candidates, including Germany, Italy, 
Spain, Sweden and Denmark, planning inaugural green 
bonds in 2020.

Germany’s first step towards a green yield 
curve
Germany is on track to issue its inaugural green bond (likely 
to be EUR 10 billion) in August or September this year. After 
considering other options, the government has indicated that 
it is planning to tap the market with a new twin green bond 
structure. This entails issuing two bonds at the same time: a 

green bond and a regular bond with the same maturity and 
coupon. Each issue will be assigned its own ISIN (identifica-
tion number). This would provide a natural diversification 
between conventional and green bond investors. The ultimate 
plan is to build a full German green government curve.

Scepticism about Denmark’s innovative 
green add-on structure
Another potential new sovereign green bond structure has 
been put forward by Denmark and initially, it was thought 
that Germany might also choose this option. In the Danish 
structure, bonds are issued with transferable labels called 
green add-ons or certificates. This means an issue has two 
components designed as separated securities, each with its 
own ISIN. One is a conventional bond and the other is the 
certificate or add-on. The add-on is the part that contains the 
proof that the money is being used for green expenditure and/
or green projects. These certificates do not pay coupons or 
repay the face value on maturity and the idea is that they can 

be detached from the bond and traded separately. 

According to the Danish government a green certificate + 
regular bond will be similar to a green bond (see Figure 3 
below). The rationale behind this proposal is the small size of 
the Danish sovereign bond market and fears that having two 
types of sovereign bonds would create liquidity implications 
for the market as a whole.

We are somewhat sceptical about this structure and believe 
the green bond market will be too. There are a number of 
unanswered questions.

Does this approach mean that a bond could be green one 
day and non-green the next, if investors opt to split the bonds 
from the add-ons and trade them separately?

How should the green certificates be valued if they pay no 
coupons and have no value at maturity? What are they 

Source: Bloomberg 29/05/2020 – total Social Bond market EUR 66 billion

Source: Bloomberg 29/05/2020 – total Social Bond market EUR 66 billion

Table 1: Sovereign green bond issuers to date (29/05/2020)

Source: NN Investment Partners

Source: Green Issuance, Danmarks Nationalbank, 27 May 2020[5]

Figure 3: A new model for sovereign green bonds
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Closing the Gap: Public Markets and the Evolution 
of Impact Investing 

Source: Closing the Gap: Public Markets and the Evolution of Impact Investing. Regnan (August 2020)
actually worth? How do you price a green commitment without 
a financial commitment? 

Can these bonds and/or green certificates be included in 
green bond indices?

Would green bond portfolios/funds be able to invest in these 
issues? These certificates are not bonds, and: many portfolios 
have investment restrictions that do not allow them to invest 
in “structured products”. 

What is the assurance behind the add-on/certificate if it does 
not carry any underlying assets?

We are encouraged to see the continued growth of the 
sovereign green bond, both in terms of volume and the number 
of new issuers planning to tap this market. As in all areas of 
the market for sustainable finance, we are wary of issues 
that offer less transparency in terms of use of proceeds, or 
whose structures are likely to raise questions. The Danish 
example is a case in point, and we have strong reservations 
about this concept. We support structures where countries 
create a green yield curve (Germany) or use a bullet structure 
(France). Building a green yield curve offers bond options in a 
range of maturities and indicates a country’s firm commitment 
to a fully-fledged green bond market. Regularly tapping an 
existing single green bond issue improves liquidity in the 
quickly expanding green bond market.

Asset management
Green bonds
As a frontrunner in green bond investing, NN IP offers several 
solutions to investors who are looking to greenify their fixed 
income allocation.

1] Sustainability Bonds are bonds where the proceeds will 
be exclusively applied to finance or re-finance a combi-
nation of both green and social projects. They should not 
be confused with Sustainability Linked Bonds for which 
the financial and/or structural characteristics can vary 
depending on whether the issuer achieves predefined 
Sustainability/ESG objectives. 
[2] Supported by the African Development Bank which 
issued > EUR 3 billion to help alleviate the economic and 
social impact of the Covid-19 pandemic.
 [3] https://www.icmagroup.org/assets/documents/
Regulatory/Green-Bonds/June-2020/Social-Bond-Prin-
ciplesJune-2020-090620.pdf
[4] Federal Republic of Nigeria,
Republic of Fiji, Republic of Lithuania and Republic of 
Seychelles have also issued green bonds, but the size was 
very small.
[5] http://www.nationalbanken.dk/en/governmentdebt/
IR/Pages/Model-for-sovereign-green-
bonds.aspx

Tim Crockford, Head of Equity Impact 
Solutions at Regnan, responsible 
and impact investment affiliate of J O 
Hambro Capital Management, makes 
the case for impact investing through the 
public equity markets. 

Solving today’s global environmental and social problems 
demands a combination of money, long-term thinking 
and innovation. We believe that the United Nations’ 17 
Sustainable Development Goals provide a great framework 
for addressing these problems. However, the aim is to meet the 
SDGs in less than ten years – the deadline is 2030. It will also 
be extremely expensive. According to the UN’s Sustainable 
Development Solutions Network, there is an annual gap 
of $2-3 trillion between current public and private-sector 
spending on the SDGs – a gap that will widen as we near the 
target year, if we don’t make inroads in closing it. 
 
This massive gap can only be closed through a broad mix 
of funding sources. Governments, foundations, and impact 
investors in both private and public markets all have an 
important role to play, because none of these groups has the 
scale to achieve success on its own.  
 
When it comes to public equities markets specifically, we 
see a huge opportunity in helping the world, and in making 
a return by doing so. Just as some SDG targets are best met 
by governments, foundations or smaller private companies, 
some are particularly well met by investors in listed equities.  
 
Take healthcare, for example. To help fulfil the targets for 
SDG 3, Good Health and Well-Being, companies supplying 
solutions need considerable capital. They must often spend 
a great deal on research & development to create innovative 
solutions, that push the boundaries of what is considered 
scientifically possible. They also need the money to scale up 
production, to the point where they can make a sufficiently 
large contribution to solving large global health problems. 
This includes creating broad access to therapies. Listing on 
public markets is often an important step in providing the 
necessary capital and scale. In healthcare, this often happens 
at an earlier stage of a company’s lifecycle, relative to other 
industries. Innovative healthcare companies depend on 

heavy upfront R&D spending to deliver breakthroughs and 
manufacture the resulting therapies in sufficient quantity. 
Furthermore, capital intensity is increasing as we shift 
towards more effective and targeted biological treatments. 
If commercialised successfully, these ultimately lead to better 
patient outcomes than the current standards of care. Such 
large amounts of capital are often only accessible through 
a public listing. 

 In applying impact investing to public equities, we believe that 
the core tenets of impact investing, first established in private 
markets, need to be retained: the search for investments 
with the intention to generate additional positive impacts, 
alongside a financial return. However, this concept needs 
some adaptation so that investors can maximise their potential 
to deliver impact, when investing in listed equities.  

Intentionality 
Impact investors’ mission is to achieve a financial return 
by investing in companies with the potential to produce a 
specific positive environmental or social impact. However, 
unlike private equity investors, public equity investors do not 
enjoy significant control over the businesses they invest in. 
They do not provide financing for specific projects either, 
as bond investors might do. Investors like us cannot transmit 
our intention to generate a positive impact by directing and 
shaping the company’s mission. For this reason, we must 
look for companies already on that mission, that share our 
intentions.   
 
Genuine intention to create a positive impact encompasses 
more than just an eye-catching mission statement, or deriving 
a certain proportion of sales from a positive impact solution. 
As long-term owners of the businesses which we invest our 
clients’ capital in, we seek to understand what drives the 
company’s culture, and how it plans to execute its mission as 
part of a long-term strategy. This requires us to understand 
not just what impact the company is making today, but how 
central this impact will be to the company’s mission in the 
future. For this reason, we have to interrogate management 
about their long-term vision for the firm, study its past, and 
ensure that we can garner quantitative as well as qualitative 
proof that management is walking the talk.  

Bram Bos
Lead Portfolio Manager Green Bond

Jovita Razauskaite
Portfolio Manager Green Bond
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Additionality 
Impact investors also want to show that their investment 
creates an additional positive impact that has made a tangible 
difference to lives.  We have to consider additionality in a 
different way from private market and project finance impact 
investors. This is because as buyers of equities in secondary 
markets rather than primary capital providers, we cannot 
claim that our capital was solely responsible for the generated 
impact.  

However, we should not underestimate the importance of 
those flows of secondary capital as an incentive system 
for companies. The influence of existing shareholders on 
corporate behaviour is often great, as in most cases company 
charters and corporate law emphasise, rightly or wrongly, 
the primacy of shareholder value maximisation as the key 
corporate objective. If a critical mass of shareholders allocates 
capital based on a company’s social and environmental 
impacts, this unleashes a powerful mechanism for companies 
to direct more of their capital spending, R&D investment and 
recruitment to divisions of their businesses creating solutions, 
rather than those contributing to the problem. 

We therefore believe that the concept of additionality 
should be applied on a company level, rather than on an 
investor level. A company’s additionality is ultimately the 
positive impact driven by that company, which would not 
have occurred without the existence of this company and its 
particular solution to an environmental or social problem. 
This may have been driven by R&D that has allowed them to 
deliver a product with unique attributes, and an ability to solve 
a problem in a different way from their competitors. They may 
have built a business to provide access to education or basic 
financial services to an otherwise underserved population and 
reach areas that other companies have, either unknowingly 
or intentionally, overlooked.  

As long-term investors, we seek to forge strong relationships 
with management teams. We also work with them to minimise 
any negative impacts that result from their business, or 
the wider value chain in which it operates. This focus on 
collaborative engagement allows us to deliver additional 
positive impact by working with management to reduce 
the business’s negative externalities. We might feel that a 
recycling equipment maker can do more to reduce the carbon 
impact of its suppliers, for example. In such a case, we would 
discuss the feasibility of setting targets for the company to 
decarbonise its supply chain.    

We identify companies that are on a mission to address 
environmental and social problems with a unique solution, 
by using our proprietary Regnan SDG Taxonomy. 

The SDG framework 
In seeking solutions, we need a framework to identify problems 
that need solving. This is where we find the SDGs useful. 
Policymakers believe these are the goals society must focus on 
if it wants to achieve a widespread prosperity in a sustainable 
way. Taken at face value, the 17 SDGs are vague. Goal 
12, for example, is Responsible Consumption & Production. 
For this reason, we prefer to concentrate on the 169 targets 
linked to the goals, since these are more informative about the 
specific issues that need to be resolved. For example, Target 
12.5, one of ten targets linked to Goal 12, is a little clearer: 
“By 2030, substantially reduce waste generation through 
prevention, reduction, recycling and reuse.” 
 
This is where, as specialists in listed equities, we must be 
realistic about what we can do, and what’s best left to others. 
We can think of two different investable solutions for Target 
12.5 – “waste collection, recycling and reuse” and “logistics 
and food preparation”. However, some other targets don’t 
yield solutions that can be met by public listed companies. 
Target 12.8 is about giving people the relevant information 
to lead sustainable lives. That’s probably best achieved by 
NGOs and governments; we are yet to find a company that 
has uncovered a market-based solution to this specific target. 
Some of the targets for Goal 2, Zero Hunger, are probably 
best met by private investors for the time being. There are 
some great commercial ideas, but most are small business 
areas within global conglomerates, or are still at the venture 
capital stage.  
 
We call this overall framework the Regnan SDG Taxonomy. 
It seeks to map products and services that exist to meet the 
SDG targets, understand their scope to scale, and learn about 
the companies that sell them. Along with our colleagues in 
the Regnan Engagement, Advisory and Research team, we 
have so far identified more than 150 investable solutions to 
55 of the SDG targets, and we continuously seek to expand 
and grow this taxonomy, as new, innovative solutions are 
being delivered by newly listed and established companies 
all the time.  

Measurement 
A private markets impact investor that has a majority stake 
in a company and seats on the board might fund capacity 

expansion. With direct involvement in this project and access 
to management accounts, it should be fairly plausible for the 
investor to acquire data that helps articulate the additional 
impact that this project has generated. As investors in public 
equities, we don’t have access to the inside information 
enjoyed by a private markets investor. We don’t have access 
to specific project outcome metrics that need to be published, 
as is the case for social and green bonds. Consequently, 
there’s still a dearth of the information about outputs and 
outcomes that allows us to measure positive impacts and 
track these over time. As a result, we use our engagement to 
encourage management teams to improve their disclosures 
about the impacts that their products and services are driving 
or enabling. At the same time, we seek to understand which 
currently available inputs, outputs and outcomes allow us to 
understand the scale of impact that is being delivered – and 
perhaps more importantly, how this is increasing over time.

Impact investing with integrity in 
equities is both essential and feasible 
 
To conclude, the world needs impact investing in public 
equities, in order to deliver on the SDGs, but investors in this 
field must preserve the core tenets of impact investing. We 
are on a mission to do two things. We want to preserve these 
concepts, and the integrity that gave birth to impact investing. 
At the same time, we offer a solution that allows for additional 
positive impacts to be delivered at scale, through a platform 
accessible to any investor.   

The information contained herein including any expression of opinion is for information purposes only and is given on the understanding that it is not a recommendation. Regnan 
is a trading name of J O Hambro Capital Management Limited. Regnan Global Equity Impact Solutions Fund is subject to regulatory approval. The registered mark J O Hambro® 
is owned by Barnham Broom Holdings Limited and is used under licence. JOHCM® is a registered trademark of J O Hambro Capital Management Limited. J O Hambro Capital 
Management Limited. Registered in England No:2176004. Issued and approved in the UK by J O Hambro Capital Management Limited, which is authorised and regulated by 
the Financial Conduct Authority. Registered office: Level 3, 1 St James’s Market, London SW1Y 4AH, United Kingdom. 

Tim Crockford
Head of Equity Impact Solutions, Regnan
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Scaling with Intergrity

What does impact investment mean for 
Nuveen and how does it fit within your 
broader investment strategy?
We define impact investment as the intentional investment 
practice of creating both risk-adjusted financial returns and 
measurable social and/or environmental outcomes. The focus 
of our impact investments in private markets is in private equity 
and real estate where there are significant capital gaps and 
where we believe we can actively invest in solutions to benefit 
people and the planet.

What investment themes are you 
focused on?
Our three thematic areas for impact investment are affordable 
housing, inclusive growth and resource efficiency. Affordable 
housing is a real estate strategy that’s focused on preserving 
affordable housing stock in the US, keeping rents afford-
able for existing tenants and implementing energy retrofits, 
for example. The idea is to provide stability of housing for 
the working American. Inclusive growth is a private equity 
strategy. It is global in nature. We invest roughly half our 
capital in emerging markets and half in developed markets. 
The thesis is that low income customers are paying customers 
and that those customers are underserved. We look at areas 
like financial services – credit, savings, insurance, remit-
tance – and find companies that are exclusively targeting that 
low-income demographic. The products need to be designed 
differently. The approach to customer acquisition needs to be 
tailored. But we believe these are profitable and sustainable 
business models that can have significant inclusive benefits. 
Resource efficiency is a private equity investment practice, 
focused on bringing efficiency to value chains in multiple 
sectors from real estate and agriculture to manufacturing. 
It can either involve companies providing services to those 
value chains or disrupting the value chains themselves. It may 
be investing in companies improving energy efficiency in 
buildings, for example, or it may be about reducing waste.

How have the UN Sustainable  
Development Goals helped frame your 
investment approach?
We were investing for impact well before the SDGs were 
created, but many of the areas that the SDGs have identi-
fied as being important for investors and stakeholders to 
consider, are closely aligned with the investment areas we 
have chosen. Affordable housing fits nicely with the SDGs 
around sustainable cities and climate action. Inclusive growth 
fits nicely with reducing inequalities and eliminating poverty. 
Resource efficiency also fits with climate action because of the 
focus on waste reduction and CO2 emissions reductions in 
the metrics. Resource efficiency is tied to the circular economy 
and responsible consumption as well.

We also make investments in healthcare and learning 
outcomes, which marry with the SDGs too. This has been 
our approach since before the SDGs existed, but investors 
increasingly want to see their impact quantified in the context 
of the broader SDGs and our strategy translates very well.

How has your underlying investor 
responded to your impact strategy and 
has this changed over time?
Our primary investor today is our parent company, TIAA, a 
provider of financial services for non-profit organisations, and 
we are in active discussions about our portfolio with other 
long-term potential investors. We have built the portfolio over 
eight years and invested a little over $1 billion, and TIAA’s 
attitudes towards the portfolio have been positive. You have 
to remember that when we started to invest in this deliberate 
way, there was very little evidence that it would work. At that 
point, impact investment was just two years old. We were very 
much asking our investor to place their trust in us.

As a result, the investor was focused on process as much as on 
outcomes. They wanted to know what our approach to deal 
selection, risk mitigation and underwriting would be. To an 
extent, those conversations have now evolved because we 

As the popularity of impact investing grows exponentially, 
maintaining standards is key, says Nuveen’s Rekha Unnithan

Source: Scaling with Integrity. Nuveen (November 2019)

have been able, not only to deploy capital successfully, but 
to quantify the investment returns, and more importantly the 
impact returns that have resulted. Those are all trending very 
favourably which means the underlying investor is bullish 
about the strategy and is deploying more and more capital 
each year.

So, what is your approach to investment 
decision-making and what are the 
challenges associated with assessing 
impact potential?
We have created an impact investment management 
system, internally, with the help of our ESG and sustainability 
colleagues. This gives us a roadmap to follow on an investment 
by investment basis, and also at a portfolio level. We have 
set portfolio level impact objectives, articulated our theory 
of change and considered what does, and doesn’t, qualify 
in each thematic. It’s very easy to say something is impactful 
based on gut feeling, but you need that management system 
to support consistent evaluation.

We try to quantify the depth, scale and risk of impact for every 
prospective investment. Each company will be different. A more 
mature company with an established product may have low 
risk and simply be looking for capital to scale impact. Another 
earlier-stage business may be entering a market that doesn’t 
have evidence of impact delivery. There the impact risk will be 
higher, but the depth of potential impact will also be higher, 
because the opportunity is completely untapped. Articulating 
those dynamics is important for investment decision-making and 
we are in the process of translating that into a scoring system.

That all happens at the outset. If a deal is approved, we will then 
typically take a board seat where we will be highly vocal about 
impact metrics and ensuring they are material to the business. If 
we invest in a company with a view to reducing waste, we will 
want to know the number of tonnes that have been diverted from 
landfills, for example. We do not think these considerations 
should be in any way distinct, or separate, from core business 
metrics. The company should be measuring them anyway.

What role does impact play in your 
preparations for exit?
Impact is integral to the way we think about exit. Typically, we 
buy multi-family properties in order to keep affordability levels in 
place, for example. But how can we be sure affordability will be 
preserved when we sell? Sometimes you can just have a long-term 
deed restriction that prohibits anyone from raising rents above 
affordable levels. That means that you are looking for an aligned 
buyer that knows that the existing business strategy makes sense. 

In other situations, you may be able to get government subsidies 
that enforce long-term affordability as part of a trade-off for tax 
abatement, for example. This would ensure affordability post-exit 
and so is a failsafe method for preservation.

With private equity, the science is a little bit less exact. When we 
first entered this area, we were concerned that a big bank might 
come in and buy a low-income product portfolio and change 
the business model. But the reality is that doesn’t happen. If a 
big bank is buying a financial inclusion lending company, it 
is because it wants access to that customer and so there is no 
incentive to mess with the product base. We also sometimes 
exit into the public markets, in which case there is a whole set of 
governance standards to monitor the company’s sustainability 
over the long term.

How do you approach balancing 
financial and impact objectives?
We only do investments that meet both. We do not look at 
investments that have the potential to generate fantastic returns 
but that may, or may not, have a positive impact. That’s not 
our remit. We will only invest in companies that have a clear 
impact thesis. But if that impact thesis does not translate into 
the financial returns that we need, we will walk away as well. 
We are extremely disciplined on both fronts.

To what extent have the SDGs helped 
to create a common language around 
impact, and to standardise impact 
measurement?
The SDGs have definitely given practitioners like us an addi-
tional ability to articulate what we have already been doing. 
But there is an argument that they may even have caught on 
too much from a marketing perspective. Everyone now has 
them integrated into their marketing deck.

In fact, I believe that the impact investment market is at an 
inflexion point regarding scaling with integrity. It is something 
that is really important to me personally, as well as to Nuveen. 
I am involved in an industry initiative to create a series of 
principles that define what is, and isn’t, an impact investment 
process, for example.

It provides a framework to help investors evaluate impact 
managers around diligence, underwriting, ESG standards, 
measurement and exit. It also demands third-party verification 
that can in turn offer investors comfort as they look to deploy 
increasing sums of capital in this area. I think this type of 
standard is absolutely critical.
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Impact-based finance: How to turn the SDGs funding 
gap into attractive investment opportunties 

Source: Impact-based finance: how to turn the SDGs funding gap into attractive investment opportunities. Societe Generale  
             (2020)

Societe Generale is a leading bank in financing the real 
economy, one of the founding banks for the UNEP-FI Principles 
for Responsible Banking, and a pioneer of “Positive Impact 
Finance” which calls for a new paradigm: turning Sustainable 
Development Goals (“SDGs”) into business opportunities for 
our clients by developing new business models and efficient 
financing solutions to transition to an inclusive low-carbon 
economy.  

As the clocks ticks towards 2030, current business and 
financing models fail to bridge the SDGs annual funding gap 
of US$2.6trillion, of which more than 50% is in developing 
countries. Radical new avenues need to be opened by taking 
a disruptive approach to solve the sustainable development 
puzzle.  

To contribute to this collective challenge, Societe Generale is 
going beyond mainstream renewable energy financing and 
green bonds and is pioneering an impact-based approach 
to deliver sustainable growth and positive impact at scale to 
all stakeholders.  

This disruptive approach is grounded on the observation that 
the SDGs funding gap is first and foremost and investment 
gap. Impact funding is available but there are not enough 
bankable and scalable projects to drive private capital in 
the amounts and pace needed to achieve the SDGs. The 
persistence of this gap proves that traditional business models 
do not work to deliver infrastructure and other affordable 
services needed in developing countries, and in some cases 
in developed countries as well. We see three key hurdles to 
overcome: 
1.   These projects, despite their high impact potential, 

are typically more difficult to finance because they 
might rely on payment risk from weaker counterparts 
(e.g. Base of the Pyramid end-users) or public entities 
in low-rated countries,  

2.  In addition, they often come as small size investments 
– although with a strong scale up potential,  

3.  The core profitability of the business model might also 
be in question, especially when tested to withstand 
stressed scenarii to meet private capital risk/return 
requirements.  

In many cases, all three hurdles impede the development 
and bankability of an investment. However, by focusing on 
impacts and working on maximizing and monetizing them, 
projects’ bankability can be improved. This is the foundation 
of the impact-based business model. Under this approach, 
impacts are put at the core of the strategic goals of these 
projects, on the grounds that sustainable profits and long-term 
value creation are derived from the ability to deliver positive 
impacts to all stakeholders and the environment.  

As an illustration, we can look at how this model would apply 
to the development of mini-grid projects in remote locations.  
Mini-grids play a critical role in electrifying rural and remote 
areas. To date, the market is nascent, despite being the least-
cost option for clean electricity access in many places. Typical 
challenges for mini-grid developers are the initial limited 
power demand, the uncertainty on the ability to pay from 
rural residential end-customers and the difficulty in accurately 
predicting future demand, combined with significant logistical 
and maintenance costs linked to provide these solutions in 
remote areas. Mini-grid business models need to find ways to 
stimulate electricity demand and generate enough revenues 
to make those projects financially viable.  

This is typically achieved by identifying productive-use 
customers such as SMEs, farming businesses, etc. Such power 
consumers typically have higher and more predictable power 
demand which would improve the cash-flows of a mini-grid 
project.  

As this is often insufficient to build a sound and resilient invest-
ment proposition, an impact-based approach can be applied. 
This will lead to explore what other needs from the target 
communities can be met at the same time as providing access 
to electricity, leading to more revenues and more impacts. 
The approach also aims at increasing the efficiency of capital 
and infrastructure deployed: how to multiply impacts and 
mutualize upfront capital costs as well as operational main-
tenance costs? How to reduce the cost-to-impact or increase 
the impacts per dollar invested? 

For example, with a marginal increase in capital expendi-

tures, electricity could be used to provide connectivity, which 
itself would enable a vast array of other services such as online 
education, telemedicine, online entertainment. Connectivity 
can enable smart services and other advanced IoT techno- 
logies that can apply to agriculture, thereby increasing the 
largest source of revenue for rural communities.  

The combination of these new services provides an oppor-
tunity to mutualize certain costs and generate diversified 
revenues, resulting in an improved bankability of the project 
and ensuring that breakeven is reached within an acceptable 
timeframe for financiers. In addition, the augmented impact 
on the economic development and well-being of the commu-
nities directly supports the credit assessment by increasing 
the resilience of the project in stressed scenarii and reducing 
the likelihood of potential negative interference from the 
Sovereign in countries with actual or perceived political risk.  
As highlighted above, impact-based business models take 
advantage of the fact that infrastructure, education, healthcare 
and economic development are intimately connected. The 
resulting enlarged client base, partnerships and diversification 
can materially reduce business and credit risk and unlock 
improved access to funding. Different solutions for different 
impact value chains can be connected, new partnerships can 
be created to develop cost-efficient solutions that meet the 
needs of local communities in geographies perceived as risky. 
By maximizing impacts or “impact-enhancing” a project, its 
economics and robustness are improved to make it investable.  
Digitalization plays an essential role in achieving this result. 
First, data can be collected to demonstrate a project’s opera-
tional performance, payment track record as well as impacts 
anticipated/achieved.  Such data is key to “deconstruct” the 
risk misperception that many investors have when consid-
ering investing in developing countries and/or new business 
models. Second, digital tools and AI can be used to optimize 
processes at each step. For example, during the financing 
phase, it can be used to design the appropriate level of stan-
dardization in due diligence and credit analysis to facilitate 
scale up by aggregating transactions in portfolios and opti-
mizing their composition. The ability to efficiently gather and 
analyse project and impact data is a key driver to successfully 
implement an impact-based approach.  

In addition to “impact-enhancement”, credit-enhancement 
might still be required to further optimize access to private 
capital, especially when financing projects in developing 
countries. Thanks to Blended Finance structures, risks and 
return can be carefully allocated to the various actors of 
the impact ecosystem such as Development Finance Insti-

tutions (DFIs), multilateral agencies, foundations, financial 
institutions, impact and institutional investors according to 
their appetite while making sure that the financing structure 
is sustainable for the borrower and end-users and will not 
unduly rely on public or philanthropic funding in its opera-
tional phase.  

Indeed, given the scarcity of public funding available, it should 
be systematically used to “crowd in” private finance rather 
than compete with it. One very easy way to achieve this is by 
offering partial guarantees to private sector investors in order 
to cover the risks they are not able to take, until such time when 
data can demonstrate the actual performance and profitability 
of the investment and as a result credit enhancement can be 
reduced or even abandoned in some cases. This principle 
of “additionality” is key to the multiplying effect of Blended 
Finance and needs to be rigorously applied by every actor 
of the financing value chain if we want to be successful in 
delivering trillions of SDGs investments.  

One example highlighting an efficient use of Blended Finance 
is the recently closed NeoT securitization of solar home 
systems receivables in Ivory Coast via a financing vehicle 
sponsored by EDF, Meridiam and Mitsubishi. Thanks to a 
partial guarantee from the African Development Bank and 
the funding in local currency from Societe Generale’s local 
subsidiary this financing provides access to affordable clean 
energy for 100,000 households living in remote areas and 
can be used to replicate such investments at scale. This trans-
action was awarded Deal of the Year 2020 by the Banker.  
With trillions spent to keep the economy afloat during months 
of lock down, States must – more than ever – optimise the use of 
their scarce capital and “do more with less”. This is an obvious 
opportunity for all stakeholders to co-construct impact-based 
business models in order to respond to the world’s climate, 
education and health challenges, using collective intelligence 
to achieve the SDGs by 2030.  
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I manage a range of climate-aware funds – not just because 
it aligns with my principles and those of Storebrand Asset 
Management (a member of the UNEPFI Net Zero Asset 
Owner’s Alliance) – but because I believe climate change 
is a significant financial risk that investors should seek 
to mitigate. 

The global equity team at Storebrand has been managing 
ESG-compliant funds since 2005 and we can demonstrate 
over that 15-year period that ESG is not detrimental to 
fund returns. 

Shortly after the Paris Agreement was signed, we began 
designing a climate-aware strategy. We wanted to go further 
than optimising for ESG characteristics and to specifically 
target climate-risk. We worked closely with a seed investor in 
Sweden to create a fund that could replace passive equities 
as a core portfolio holding with low relative risk but a clear 
climate-motivation. The Swedish market is the most 
sophisticated and demanding for climate-aware investing, 
1and in 2019 our climate-aware fund had the largest net 
inflows in Sweden, across all asset classes and investment 
universes.2

Climate science is rapidly evolving and I follow deve-
lopments closely. My concern is that the investment industry is 
preoccupied with finding a simple, tick-box solution to climate 
risk – in reality, the complexity and uncertainty around climate 
science needs to be reflected and accounted for in a suitable 
investment solution. 

For example, integrated climate models, such as those 
used by IPCC in their most recent 1.5°C report, are extremely 
sensitive to inputs like discount rates and assumptions about 
future developments in technology. A high discount rate means 
a lower present value of future liabilities and allows us to 
believe that we can meet the targets of the Paris Agreement 
(keeping temperatures to well below 2°C above pre-indus-
trial levels) by continuing to emit CO2 into the atmosphere 
for many years. 

1   Internal analysis using Morningstar. For each fund domicile we computed the average fund carbon intensity; carbon risk rating; fossil energy exposure; as well as other climate-
related metrics. The average Swedish fund is well ahead of the average fund in all other domiciles using these definitions for climate-alignment

2  https://www.avanza.se/placera/redaktionellt/2019/12/17/fonderna-som-dragit-in-mest-pengar.plc.html
3  IPCC 1.5°C report, Summary for Policymakers, 2018

The models allow this by assuming that Carbon Dioxide 
Removal (CDR) via Carbon Capture and Storage 
(CCS) technology (which, in short, removes CO2 from the 
air and pumps it back underground) will be available in the 
second half of the century at very large capacity and a low 
price. But this is something of a ‘silver-bullet’ in that, although 
the technology exists, it is totally unproven at scale and there 
is presently very little investment in future capacity. The IPCC3 
is clear on this issue: “CDR deployed at scale is unproven, 
and reliance on such technology is a major risk in the ability 
to limit warming to 1.5°C.”

Climate modellers are aware of this, and the risk of path 
dependency from overly relying on CCS at massive scale 
and too high a discount rate is likely to gain more attention 
in analysis over the coming years. Our pathways to the 
future need to be drawn with environmental and 
scientific integrity, rather than silver-bullets. If we 
are going to come close to meeting the Paris Agreement, we 
need to start reducing our reliance on fossil fuels, right across 
the economy and fast. Yes, we will require bio-energy and 
CCS, but we also need to prepare for change; the status quo 
for our energy use is not an option.
This is important for portfolio construction because 
the path to our low-carbon future is not likely to be smooth. 
There will be both risks and opportunities as a result of the 
transition to the net-zero economy. 

Storebrand is a strong advocate of engagement and 
using our influence as asset owners. We engage actively 
both directly with companies, particularly on climate-related 
and human rights issues, and through collaborative forums, 
such as Climate Action 100+, where we have been a lead 
investor in discussions with oil and gas companies. However, 
engagement takes time and what we face with climate change 
is not a distant risk, it is an emergency. 

I don’t believe that the majority of oil and gas companies will 
make the transition effectively. Their current capital expendi-
ture decisions are not reflective of an industry that believes in 

Storebrand Insights - 
Investing for the Global Climate Emergency

Source: Storebrand Insights - Investing for the Global Climate Emergency. Henrik Wold Nilsen (2020)

Henrik Wold Nilsen 
Henrik Wold Nilsen is a Senior Portfolio Manager at Storebrand Asset Management and Lead 
Portfolio Manager of the Storebrand Global ESG Plus strategy. 
Henrik joined Storebrand in 2010. He has a Masters in theoretical high energy physics (University 
of Bergen, 2005) and a Doctorate in experimental high energy physics (University of Freiburg, 
Germany, 2009). Henrik has also held a Post-doctoral position in Freiburg in connection with 
research lab CERN, Geneva (2009-2010).

SKAGEN Funds’ Amsterdam Office is the distributor for Storebrand products in the 
Netherlands, located in Gustav Mahlerplein 2, 1082 MA Amsterdam. We can be 
reached at the contact details provided above. 

Important Information for Dutch Investors 
This document is intended for investment professionals only. The content is not to be 
viewed by or used with retail investors. 
Except otherwise stated, the source of all information is Storebrand AS at 
31/12/2019. 

Historical returns are no guarantee for future returns. Future returns will depend, inter 
alia, on market developments, the fund manager’s skills, the fund’s risk profile and 
subscription and management fees. The return may become negative as a result of 
negative price developments. 
SKAGEN AS is a management company authorized by the Norwegian supervisory 
authority, Finanstilsynet, for the management of UCITS under the Norwegian Act on 
Securities Funds (Act of 25 November 2011 n.o. 11). SKAGEN AS has its registered 

office at Skagen 3, Torgterrassen, 4006 Stavanger, Norway. SKAGEN AS is part 
of the Storebrand Group and owned 100% by Storebrand Asset Management AS. 
Storebrand Group consists of all companies owned directly or indirectly by Storebrand 
ASA. 

SKAGEN AS has established a Branch in the Netherlands. SKAGEN Funds’ Dutch 
Office is located in Gustav Mahlerplein 2, 1082 MA Amsterdam. 

This is neither an offer to sell nor a solicitation of any offer to buy any financial 
instruments in any fund or vehicles managed by Storebrand AS. Any offering is made 
only pursuant to the relevant Prospectus, together with the current financial statements 
of the relevant fund or vehicle, if available, and the relevant subscription application, 
all of which must be read in their entirety. No offer to purchase shares can be made 
or accepted prior to receipt by the offeree of these documents and the completion of 
all appropriate documentation. No offer to sell (or solicitation of an offer to buy) will 
be made in any jurisdiction in which such offer or solicitation would be unlawful. This 
is not an advertisement and is not intended for public use or distribution.

the Paris Agreement, as demonstrated in a recent report by 
Carbon Tracker.1 If we believe that the Paris Agreement will be 
achieved and we want to align ourselves with that outcome, 
there are companies that we must avoid to eliminate the 
risk of owning stranded assets. 

Carbon exposure is not restricted to the energy 
industry. Our whole economy is built on fossil fuels and 
so we need to understand where else the risks lie in our port-
folios. We optimise the fund for carbon exposure, tilting 
away from companies with the highest and towards those 
with the lowest. But this is still not enough – the way carbon 
exposure is reported by companies means that just relying 
on these numbers can lead to unintended portfolio 
risks if you blindly follow carbon data. We examine full 
lifecycle emissions, as much as possible, to consider the 
use of products across value chains and limit climate risk as 
best we can. We also think about other externalities, such as 
environmental damage from plastics, that are likely to lead to 
increasing regulation and higher costs, representing another 
investment risk. 

1  https://www.carbontracker.org/reports/breaking-the-habit/

Finally, our climate-motivated clients are not only interested in 
avoiding problems and risks – they want to fund the green 
transition and benefit from the opportunities. To do 
this, we have built a portfolio of more than a hundred pure-play 
green revenue companies, up to 10% of the portfolio, which is 
incorporated in a risk minimising way. The investment themes 
for this sub-portfolio cover climate mitigation via renewable 
energy, energy efficiency, low-carbon transport and recycling, 
as well climate adaptation via access to water.

If you would like to hear more, please contact us at: 
amsterdam@storebrand.no 

www.storebrandfunds.nl/contact-us 
or visit our website: 

www.storebrandfunds.nl

60 61Storebrand Insights - Investing for the Global Climate EmergencyStorebrand Insights - Investing for the Global Climate Emergency

https://www.avanza.se/placera/redaktionellt/2019/12/17/fonderna-som-dragit-in-mest-pengar.plc.html
https://www.carbontracker.org/reports/breaking-the-habit/
http://www.storebrandfunds.nl/contact-us
http://www.storebrandfunds.nl


Impact investing has entered the mainstream. Five years ago, few investors were even 
thinking about sustainable investing, let alone impact equities and bonds. Yet we have 
observed demand for both increase enormously. We have seen growing awareness of 
social and environmental challenges and regulatory pressures on institutional investors 
to reduce risks and offer sustainable investment approaches to end clients. 
Our research has shown that the universe of impact invest-
ments is growing. Our estimate for the size of the impact bond 
universe has increased by 22% over the past year, creating 
greater potential opportunity. However, we believe it also 
requires rigorous analysis to select issues that can generate 
competitive investment returns and, crucially, can also deliver 
real impact. In our view, measuring and reporting the impact 
of each issue is key to proving they can deliver and thus attract 
more capital into this space. 

Exploring the impact universe
Clearly, green bonds can be part of our opportunity set. Yet 
we look beyond labels such as “green bond” or “social bond” 
to a broader set of securities that don’t have an impact label, 
but still provide capital to entities whose core businesses have 
a positive impact. The bonds we invest in are mostly issued 
by traditional entities, including businesses, governments, 
municipalities and securitised issuers.

To be included in our impact opportunity set, an issuer or issue 
must meet a high bar. First, the majority of either the issuer’s 
business activities or the bond’s proceeds must address one or 
more of our impact themes. Second, we require an element of 
additionality – the issuer’s activities should fill unmet needs that 
are not easily addressed by other agents. Lastly, we evaluate 
measurability – how we will be able to quantify the impact 
an issuer is making. 

With green bonds, we scrutinise the issuing entity’s overall 
business activities and the bond’s use of proceeds, in order 
to avoid “greenwashing”. We do not invest in sovereign 
government bonds, unless the proceeds are used solely to 
address one of our impact themes.

Our impact themes and the UN’s 
Sustainable Development Goals (SDGs)
Our strategy focuses on creating impact within specific 
thematic areas. These themes, which were developed with our 
equity team counterparts and our global research resources, 
predate the UN’s SDGs. The bonds or issuers we consider for 

our opportunity set must address one or more of the following 
themes:
• Life essentials
 Affordable housing
 Clean water & sanitation
 Health
 Sustainable agriculture & nutrition

• Human empowerment
 Digital divide
 Education & job training
 Financial inclusion
 Safety & security

• Environment
 Alternative energy
 Resource efficiency
 Resource stewardship

Most of our themes overlap with the UN SDGs (Figure 1). 
For example, our health theme overlaps with SDG 3, “Good 
health and well-being”. Affordable housing maps to SDG 11, 
“Sustainable cities and communities”. Resource efficiency is 
similar to SDGs 9 and 12, “Industry, innovation and infrastruc-
ture” and “Responsible consumption and production”. Several 
of the themes we can readily invest in are less accessible 
for our colleagues who manage Wellington’s impact equity 
strategy. We believe this creates a compelling synergy and 
a potential multi-asset solution that few providers can offer.

A range of issuers
There are many fixed income solutions to social problems. For 
example, related to our education theme, we have invested in 
the US municipal bonds of school systems that are enhancing 
the resources and technology available to students in under-
served communities. Within our affordable housing theme, 
we have invested in debt issued by a UK housing associa-
tion that builds and manages rental homes for low-income 
earners. Within our clean water and sanitation theme, we 
have invested in a South Korean government entity that is 

Source: Staying Focused in an Expanding Impact Universe. Jake Otto (2020)

Note: For Professional and Institutional Investors Only

Staying Focused in an Expanding Impact Universe

carrying out wastewater management and sustainable water 
supply projects. 

Related to our environmental themes, we have invested in 
opportunities like the green bond of a European bank which 
is making loans to alternative energy and transportation 
efficiency projects. We have also invested in a European 
recycling company with innovative recycling and construction 
waste disposal techniques. 

Portfolio role
Our impact bond approach is designed to complement a tradi-
tional multi-sector core fixed income allocation. It is intended to 
be relatively liquid and high quality, with most of the portfolio 
invested in investment-grade bonds, and it targets a risk and 
return profile similar to the Bloomberg Barclays Global 
Aggregate Index over time. Some bonds, such as mortgages, 
include government guarantees, bolstering the portfolio’s 
quality and liquidity in lieu of traditional sovereign bonds. 
We believe our approach could also serve as a complement 
to an investor’s private market impact allocation or public 
equity impact allocation.

We do not believe that investors need to sacrifice financial 
returns to create impact, which is another reason we use a 
broad market index as a reference for this approach. But we 
believe that providing capital where it is needed most — and 
understanding the related risks — creates the opportunity for 
competitive returns in the long run. We have a dual objective: 

to make money for our clients by aspiring to exceed the returns 
of broader fixed income markets, and to be part of the solution 
for creating positive change in the world.

We conduct extensive fundamental credit research to ensure 
that a security is financially attractive before purchasing it for 
the portfolio, and we work with Wellington’s experienced 
sector specialist portfolio managers to determine which 
market segments are attractive. We then construct the portfolio 
expressing both our top-down views on the global economy 
and fixed income markets and our view on the best credits 
within our impact fixed income universe. 

Getting the measure of impact
To be considered for the portfolio, we need to have a good 
sense of how we could quantify a bond’s impact. Reporting 
on key performance indicators (KPIs) can be challenging, as 
many issuers do not necessarily track and report on impact 
metrics. However, we are encouraged by the increasing 
commitment from issuers in our universe to track and report 
how impact-oriented capital is being used. For each bond 
we buy, we aim to measure and report on the activities being 
financed, including the activity, output, outcomes and impact.

For example, with mortgage-backed securities geared 
towards financing low-income apartments, we work to 
quantify how many housing units are provided and how that

FIGURE 1 - Wellington’s impact bond theme alignment with the UN SDGs

Sources: Wellington, www.un.org, | Wellington Management supports the SDGs
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To learn more contact:
Camiel de Vries

CdeVries@Wellington.com
44-20-7126-6417

RISKS
CAPITAL: Investment markets are subject to economic, regulatory, market sentiment 
and political risks. All investors should consider the risks that may impact their capital, 
before investing. The value of your investment may become worth more or less than at 
the time of the original investment. CREDIT: The value of a bond may decline, or the 
issuer/ guarantor may fail to meet payment obligations. Typically, lower-rated bonds 
carry a greater degree of credit risk than higher-rated bonds. CURRENCY: The value 
of a portfolio may be affected by changes in currency exchange rates. Unhedged 
currency risk may subject a portfolio to significant volatility. CONCENTRATION: 
Concentration of investments within securities, issuers, sectors, industries or 
geographical regions may impact performance. FIXED INCOME SECURITIES MARKET 
RISKS: Fixed income securities markets are subject to many factors, including economic 
conditions, government regulations, market sentiment and local and international 
political events. In addition, the market value of fixed income securities will fluctuate 
in response to changes in interest rates, currency values and the creditworthiness 
of the issuer. MANGER RISK: Investment performance depends on the investment 

management team and their investment strategies. If the strategies do not perform 
as expected, if opportunities to implement them do not arise, or if the team does not 
implement its investment strategies successfully, a portfolio may underperform or 
experience losses.

Disclaimer:
This material and its contents are current at the time of writing and may not be 
reproduced or distributed in whole or in part, for any purpose, without the express 
written consent of Wellington Management. This material is not intended to constitute 
investment advice or an offer to sell, or the solicitation of an offer to purchase, shares 
or other securities. Investing involves risk and an investment may lose value. Any 
views expressed are those of the author(s), are based on available information and 
are subject to change without notice. Individual portfolio management teams may 
hold different views and may make different investment decisions for different clients. 
This material is provided by Wellington Management International Limited (WMIL), 
a firm authorised and regulated by the Financial Conduct Authority (FCA) in the UK. 

relates to the number of cost-burdened individuals who 
are able to access more affordable housing. For energy 
companies focused on renewables, we measure emissions 
offsets as a result of their renewable power generation and 
distribution. For a health company that provides accessible 
and affordable diagnostic, screening and treatment facilities 
much more cheaply than a hospital, we measure the estimated 
cost savings for consumers. 

Raising standards
We strongly believe that impact bond investing will continue 
to grow as asset owners become more interested in ways to 
put capital to work to align their values with their financial 
goals. In some countries, regulators are also starting to require 
investors to consider the environmental and social impacts 
of their portfolios. 

Frameworks such as the UN SDGs and the Global Impact 
Investing Network’s IRIS catalogue, which attempts to define 
a common set of impact performance metrics, will allow the 
market to function more efficiently, facilitating the investment 
of more capital in this space. The involvement of institutional 
investors should drive innovations including new financial 
instruments and the increased issuance of traditional instru-
ments within an impact framework. 

All of this makes impact investing an exciting, rewarding 
space. We are eager to help clients appreciate the potential 
benefits of directing their fixed income allocations towards 
achieving public good while seeking to deliver competitive 
returns.
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Contact Us

 Phenix Capital Group •  Overschiestraat 63, 1062 XD Amsterdam, The Netherlands
Tel: +31 20 240 27 31 • info@phenixcapital.nl

 www.phenixcapital.nl
www.globalimpactplatform.com

Catalysing 
Institutional Capital 
for the SDGs

Our Vision
We envision a world in which institutional capital helps to end poverty, 

protect the planet and ensure prosperity for all. 

Our Mission
Our mission is to enable and catalyse institutional investments that realise financial, 

social and environmental returns.

What We Do
To achieve our mission, we enable institutional investors to allocate capital 

to impact investments by providing the following services:

GLOBAL IMPACT PLATFORM 

We have launched impact fund database for 
institutional investors in Q1 2019, providing access to a 
comprehensive universe of sizeable impact investment funds 
with a clear impact proposition.

INSTITUTIONAL IMPACT EVENTS

We convene curated events for institutional investors 
and asset owners throughout the year with the aim to build 
a global impact investing community. By providing an educa-
tional platform that facilitates meaningful dialogue between 
thought leaders and practitioners, Phenix Capital enables asset 
owners to share knowledge, exchange best practices and 
build lasting relationships. We host impact events globally, 
welcoming institutional investors to our summits in different parts 
of the world, such as The Hague, San Francisco, Paris, NYC, 
Amsterdam, Stockholm, and now virtually. 

DATA & ANALYTICS 

We provide data and analytics on the institutional 
impact investing universe. 
Phenix Capital performs ongoing research on the impact 
investing universe to map out the trends of asset owners and 
institutional investors.

PHENIX IMPACT GEMS

We have launched Phenix Impact GEMs in Q3 2020. 
Phenix Impact GEMS is a proprietary framework developed 
for the purpose of assessing the robustness of a fund’s impact 
proposition. On 33 dimensions it examines to what extent 
the structures are in place to deliver the impact that a fund 
aims to create and how the fund compares to best practice 
examples in the impact industry. Phenix Impact GEMS pushes 
for the standardisation of impact management frameworks and 
promotes global initiatives in responsible investment and impact 
investing.

About Phenix Capital
Phenix Capital is an Amsterdam-based investment consultant that catalyses 
institutional capital for the SDGs.

We assist institutional asset owners and their fiduciary managers, such as pension funds, 
insurance companies, endowments, foundations, faith-based organisations, large family 
offices and wealth managers, in aligning their investments with their values, financial objectives 
and the Sustainable Development Goals (SDGs).  

http://www.phenixcapital.nl
http://www.globalimpactplatform.com
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