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INTRODUCTION
Throughout 2020, Ben Constable-Maxwell, Head of
Sustainable and Impact Investing at M&G Investments
have put a range of investment sectors under
the microscope.
We’ve gathered them all together in a single supplement
as a handy reference for you and your clients.
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NOW IS THE TIME

FOR IMPACT
But what does it really mean for advisers and investors?
What are the different investment approaches for
advisers to consider? We’ve asked the impact investing
team at M&G Investments to give us an overview of
the key issues involved with this crucial sector as we
begin a new mini-series to focus on impact investing.

T

he world is facing a rising tide of societal
challenges, from the potential chaos
associated with the breakdown of our
climate, to ludicrous levels of waste and
pollution, to vast and growing social
inequality. Governments around the world lack the resources
needed to deal with these challenges on their own, and hence
responsibility is increasingly falling to the private sector,
and investors, to help do something about them. Impact
investing, specifically, is starting to drive the flow of muchneeded capital towards solutions to the critical social and
environmental challenges we are facing, but there is much
more to be done.
IMPACT IN BRIEF
Impact means investing in companies that aim to deliver
meaningful societal outcomes by addressing the world’s
major social and environmental challenges, while at the
same time producing a financial return. These investments
can be made in both emerging and developed markets
and target a wide range of impact areas, which can include
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climate solutions, accessible healthcare, the circular
economy and quality education, among others. These
impact investment areas are increasingly being mapped
to the United Nations Sustainable Development Goals
(SDGs), which provide a framework against which impact
can be assessed and measured.
WHY IS IMPACT NECESSARY?
Recent campaigns, including the activities of Extinction
Rebellion and the school strikes initiated by Greta
Thunberg, have helped to highlight some of the real
and present challenges the world is facing. With 20 of
the past 22 years having been the hottest since records
began, the world’s leading climate scientists warned last
October that we only had a dozen years left to keep global
warming to a maximum of 1.5°. The report, from the UN
Intergovernmental Panel on Climate Change, said that
beyond this, even half a degree would significantly worsen
the risks of drought, floods, extreme heat and poverty for
hundreds of millions of people.
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Impact means investing in
companies that aim to deliver
meaningful societal outcomes
by addressing the world’s major
social and environmental
challenges, while at the same
time producing a financial return

It is not only the challenges associated with climate change
we are facing though. The world generates two billion
tonnes of waste annually, and by 2050 it is estimated that
if we carry on as we are, there will be more plastic in the
oceans than fish (by weight).
Social factors, including education, employment status,
income level, gender and ethnicity, have a marked influence
on how healthy a person is, with health inequities having a
significant financial cost to societies, according to the World
Health Organisation (WHO). As an example, the European
Parliament estimates that losses linked to health inequities
cost around 1.4% of gross domestic product (GDP) within
the European Union — a figure almost as high as the EU's
defence spending (1.6% of GDP). Meanwhile, last year
the World Bank said that more than 260 million children
worldwide were out of school, while more than half of
those actually in education were not learning. The list
goes on.
It was to tackle these kinds of societal challenges that the
aforementioned SDGs were introduced in 2015. These
represent a universal call to action to end poverty, protect
the planet and ensure that all people enjoy peace and
prosperity – with a timeframe that runs to 2030.
The 17 Goals (with 169 key performance indicators,
or sub-goals) build on the Millennium Development
Goals, while including new areas such as climate change,
economic inequality, innovation and sustainable
consumption among other priorities. The SDGs
also provide a framework for delivering sustainable
outcomes, and are increasingly being adopted by both
investors and companies as a means of framing their
sustainable, or impact, activities. It is also possible to
create specific impact targets focused on key investible
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impact areas, which can also be mapped against
the SDGs. This provides a robust investment and
measurement framework, and helps impact investors to
stay focused on the most pressing issues facing society
and the planet we live on.
To meet these goals, it has been estimated that some
US$6 trillion a year will need to be spent, but government
alone cannot foot this bill – in fact, we are looking at a
funding gap assessed to be in the region of some US$2.5
trillion. This is why investment capital is vital, and part
of the reason why so much focus is being put on impact
investment.
CHALLENGES AND OPPORTUNITIES
The challenges represented by the SDGs are huge, but so
too are the associated opportunities, and the potential
rewards.
A report by the Business & Sustainable Development
Commission found that achieving the SDGs in just four
economic areas could open 60 market ‘hot spots’ worth
an estimated US$12 trillion by 2030 in business savings
and revenue. The report highlighted that, for example,
achieving the single goal of gender equality could
contribute up to US$28 trillion to global GDP by 2025,
according to one estimate by the McKinsey Global Institute.
The overall prize, it said, was enormous, and impact
investors are at the vanguard of capitalising on
these opportunities.
LOOKING CLOSER AT IMPACT
Historically, impact investing consisted primarily of private
finance to fund specific, impactful projects. Because of
this, it sat chiefly within the sphere of institutional or high
net worth investors, with little access for the general public
and more limited capital available. But that is not to say the
demand isn’t there.
Impact investment has become one of the fastest-growing
areas of responsible investment (albeit from a low base),
attracting interest from a wider set of investors than seen
previously. In 2018 the Global Impact Investing Network
(GIIN) survey found respondents collectively managed
over US$228 billion in impact investing assets – up from
US$114 billion reported in the 2016 survey.
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A portion of this growth is driven by the emergence of
listed equity funds with impact remits. These can provide
liquid, open-ended investment vehicles, which allow for
the ‘democratisation’ of impact, giving a stake in the game
to ordinary people who want their investments to make a
difference, or who realise the vast opportunities offered by
investing for the good of society.
DIFFERENT TO ETHICAL OR ESG
Impact investing is fundamentally different from traditional
ethical investing or environmental, social and governance
(ESG) investing – even if the difference may seem subtle on
the surface.
Ethical investing has been with us for decades, and
some would say longer. It had its origins in the Quaker
movement and was originally a matter of negative
screening, put in place to match the values of individuals
or the public institutions and foundations representing
them. ESG investing takes a broader approach and
incorporates environmental, social and governance

Impact investing is fundamentally
different from traditional ethical
investing or environmental, social
and governance (ESG) investing
– even if the difference may
seem subtle on the surface

considerations alongside – or within – financial analysis.
It looks to integrate issues such as shareholder rights,
stakeholder considerations and reputational risk into the
investment framework. Often, these strategies still have
some basic exclusions, but the focus is on identifying the
‘extra-financial’ risks and opportunities a company is facing
within the more traditional financial analysis.
Impact funds in the listed equities space, meanwhile, need
to invest in companies that have the explicit intention of
addressing a range of societal and environmental issues
the world is facing, again, increasingly framed by the
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SDGs. Along those lines, there are several areas that impact
investors have to consider, beyond the financial investment
case for a business.
IMPACT CONSIDERATIONS
One element that investors need to consider is the idea of
‘intentionality’. This is when a company specifically sets
out to deliver a particular impact, with that goal being
part of the company’s mission statement, strategy and
actual day-to-day operations (inadvertent impact doesn’t
count). There is also intentionality from the investor’s
viewpoint; that is, the intention to generate positive social
or environmental impact through an investment. To
achieve this, investors must actively pick stocks because of
their positive impact, rather than screening out companies
or picking the least bad from each sector.
In traditional impact investing, the ‘additionality’ of the
investment is also considered — identifying and reporting
the resultant impact of every pound, euro or dollar invested
in a project. For example, a specific amount invested
allowed a company to build social housing for 10,000
people, which otherwise would not have been built. This
is the additionality of the investment. As listed equity
impact funds are generally dealing in secondary markets,
and the directing of that funding is often not possible,
additionality is considered in other ways, generally focused
on understanding the additionality of the company. To
do that, we might ask how the world would be different
if that particular company did not exist or if it were not
adequately funded, or how replicable its products or
services are.
Another key differentiator between impact and other forms
of responsible investment is ‘measurability’. This is one
of the central tenets of impact investing, and also one of
its most challenging aspects, especially so for investors in
public equity markets where measurement can be less clear.
Quality of data and measurability of intangibles are key
challenges here, but they need to be overcome for public
market impact investors to be effective.
Given the scale of the challenges the world is facing today,
we need to invest now to help protect the future of the
planet and our place in it. Impact investment should
increasingly help drive solutions, and can do so while
delivering attractive investment returns to investors.
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INVESTING TO SOLVE
ENVIRONMENTAL CHALLENGES
Ben Constable-Maxwell, Head of Sustainable and Impact
Investing at M&G Investments, highlights how your clients can
target sustainable returns and positive impact for the planet

F

rom toxins in the air we breathe to heavy
metals in our rivers, there is no shortage of
environmental challenges that need to be
addressed.

Awareness of these issues is undoubtedly
rising among investors, as is interest in solving them. Yet
despite this progress, a rising population that consumes
more as it grows richer heaps greater strain on the planet.

Where companies can develop
solutions that enable the modern
economy, while at the same
time lowering our environmental
footprint, there are powerful
opportunities for investment
success to go hand-in-hand
with delivering a positive
environmental impact
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There is persistent tension between fostering global
economic development and reducing the cost to the
environment. Addressing this issue is at the heart of the UN
Sustainable Development Goals (SDGs), which codify the
world’s most pressing sustainability issues.
Where companies can develop solutions that enable the
modern economy, while at the same time lowering our
environmental footprint, there are powerful opportunities
for investment success to go hand-in-hand with delivering
a positive environmental impact.
THE TRANSFORMATIVE POTENTIAL
OF INNOVATION
With global energy demand forecast to rise 27% by 2040,
there is an understandable focus on how electricity can
be generated to promote more inclusive and sustainable
growth. How we use energy is often overlooked, yet there is
great potential to reduce emissions through innovation.
The impact of ‘retrofitting the world’, using technologies
that make it more energy-efficient, is demonstrated
by Schneider Electric, a French industrial group that
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is leading the digital transformation of the industrial
automation market.
One way in which the company is having an impact is
through innovative solutions that look to tap the value of
data to maximise the efficiency of systems. From office air
conditioning to electricity grids, the systems underpinning
the modern economy are increasingly automated and
digitised. Being connected to the ‘Internet of Things’ means
critical data can be collected from across smarter systems
and then analysed with real-time information, then used to
optimise processes.
More efficient systems that cut electricity use will not
only save money for Schneider’s customers, but should
also result in tremendous environmental benefits. The
company aims to reduce the carbon dioxide emissions of
its customers by 100 million tons between 2018 and 2020.
This is equivalent to the annual CO2 emissions from 17
million homes’ electricity use.
The scale of the long-term investment opportunity – and
positive environmental impact – is clear. IHS Markit
forecasts that 73 billion devices will be connected to the
internet of things by 2025 , up from 27 billion in 2017.
AIMING FOR IMPACT THROUGH
ACTIVE INVESTING
This is just one illustration of how a company can
deliver benefits for the environment far beyond its own
operations, and be a catalyst for wide-reaching change.
To better gauge a company’s impact, fund managers can
consider how it enables other companies to conserve
energy or water, for example, or otherwise reduce their
environmental footprint.
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There are clearly multi-billion-dollar opportunities
for innovative companies that can successfully deliver
products and services that help solve the world’s
environmental challenges.
Where active investors can successfully identify these
companies, they can not only target sustainable long-term
returns for your clients, but also a demonstrably positive
impact for the environment.
The value of the fund's assets will go down as well as up.
This will cause the value of your investment to fall as well as
rise and you may get back less than you originally invested.
To find out more about impact investing at M&G, visit:
www.mang.co.uk/positiveimpact

About Ben Constable-Maxwell
Ben is Head of Sustainable and Impact Investing, M&G.
He joined M&G in 2003 as an Investment Specialist
supporting the Global Equities team. He then moved to
the Corporate Finance and Stewardship team in 2013,
where he began focusing on corporate governance
and ESG at international companies. Ben has been
responsible for developing the incorporation of ESG in
M&G’s investment processes and sits on
M&G’s Responsible Investment
Advisory Committee, which
oversees Responsible Investment
activities at M&G including
the firm’s membership of the
UNPRI. Ben graduated from the
University of Newcastle-uponTyne with an Honours Degree in
Classics before spending four
years in the Equities team at
Invesco Perpetual.
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INVESTING FOR A MORE INCLUSIVE

GLOBAL SOCIETY
Ben Constable-Maxwell, Head of Sustainable and Impact Investing
at M&G Investments, extends his commentary on the importance
of investing in companies which deliberatively set out to deliver a
positive impact as part of their mission. Here he identifies a couple of
businesses which explicitly aim to advance the respective societies
they operate in by widening access to financial services.

I

n the words of Nobel Prize winning economist
Amartya Sen, “poverty is the deprivation
of opportunity”.

Alongside access to education and healthcare,
the availability of basic financial services is a
fundamental ingredient to giving people the means of
escaping poverty and leading better lives.
Yet according to the United Nations, 2.5 billion people –
more than half of the world’s adults – are excluded from
financial services . Among the poorest in global society, the
overwhelming majority do not have a safe place to save
money or means of borrowing for the long-term.
Advancing financial inclusion should be a priority for
those of us looking to deliver a positive impact through
our investments. As well as helping to address one of global
society’s greatest challenges, we can also aim to participate
in the growth opportunities that will be unlocked.

fundamentally shape their chances of improving their
economic circumstances.
For the financially weak, access to loans – to build a
business or fix their roof – and savings products – to put
away money for family or retirement – as well as insurance
products – to protect them in hard times – improves their
chances of living a full and healthy life.

Alongside access to education
and healthcare, the availability
of basic financial services is a
fundamental ingredient to giving
people the means of escaping
poverty and leading better lives

PROMOTING FINANCIAL INCLUSION
The most basic financial services allow each of us to
protect ourselves against hardship and invest in our future.
Whether or not someone has access to these services will

8

For developing economies, it can help enable them to break
free of the vicious cycle of poverty and enter a virtuous
cycle of economic growth.
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EMPOWERING MARGINALISED COMMUNITIES
Levels of extreme poverty are falling in India, but it remains
home to an estimated 76 million people living on less than
$1.90 a day . The world’s second most populous country
is also urbanising rapidly, presenting challenges that are
exacerbated by increasing housing demands.
The primary goal of an organisation such as the Housing
Development Finance Corporation (HDFC), for example,
is to promote home ownership in India by providing
long-term mortgages to low and middle-income families.
As well as loans, which are also offered to companies for
building and purchasing commercial property, HDFC
offers insurance and asset management services through
more than 4,800 branches.
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Where companies can succeed in delivering essential
financial services to those excluded from them, I believe
they can have a tremendous positive impact for individuals
and societies.

It is the notion of intentionality that,
in my opinion, sets impact investing
apart from responsible investment
approaches more generally

By a key metric of financial inclusion, India is making great
progress. Between 2011 and 2017, the share of adults with a
financial account soared from 35% to 80%.

Over the long term, this success could be expected to
translate into sustainable financial returns for their
investors, who can therefore aim to do good without
compromising on their own aspirations.

Financial inclusion is also rising in Georgia, a society that
inherited little financial infrastructure following the end of
communism and civil war in the early 1990s. The share of
adults with accounts rose from 33% to 61% between 2011
and 2017. As one of the country’s two main retail banks,
Bank of Georgia has since played a major role in advancing
financial inclusion within low-to-middle income groups.

Important information
The views expressed here should not be taken as a recommendation,
advice or forecast. The value and income from any fund's assets will
go down as well as up. This will cause the value of your investment
to fall as well as rise. There is no guarantee that any fund will achieve
its objective and you may get back less than you originally invested.

I believe both companies, by granting millions of people
access to basic financial services, and on terms that are not
predatory, in my opinion, deliver positive social impact
aligned with several of the UN’s Sustainable Development
Goals (SDGs), most clearly Goal 8 – “promoting sustained,
inclusive and sustainable economic growth”.
ACTING ON GOOD INTENTIONS
Impact investors can aim to generate positive social or
environmental impact through our investments. It is the
notion of intentionality that, in my opinion, sets impact
investing apart from responsible investment approaches
more generally.
The companies we invest in should themselves
deliberatively set out to deliver a positive impact as part
of their mission. Both HDFC and Bank of Georgia, for
example, explicitly aim to advance the respective societies
they operate in by widening access to financial services.
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About Ben Constable-Maxwell
Ben is Head of Sustainable and Impact Investing, M&G.
He joined M&G in 2003 as an Investment Specialist
supporting the Global Equities team. He then moved to
the Corporate Finance and Stewardship team in 2013,
where he began focusing on corporate governance
and ESG at international companies. Ben has been
responsible for developing the incorporation of ESG in
M&G’s investment processes and sits on
M&G’s Responsible Investment
Advisory Committee, which
oversees Responsible Investment
activities at M&G including
the firm’s membership of the
UNPRI. Ben graduated from the
University of Newcastle-uponTyne with an Honours Degree in
Classics before spending four
years in the Equities team at
Invesco Perpetual.
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INVESTING IN A

HEALTHIER SOCIETY
Ben Constable-Maxwell, Head of Sustainable and Impact
Investing at M&G Investments, extends his commentary on the
importance of investing in companies which deliberatively set
out to deliver a positive impact as part of their mission. In this
article he looks at how companies can target sustainable
returns from addressing the world’s healthcare challenges

T

hat many of us today can expect to
live longer and healthier lives is largely
thanks to medical advances. Some of
these innovations have been the product
of revolutionary science, while other
improvements have been incremental.
All of these advances, however, are the product of
investment. It often costs companies millions of pounds
to develop laboratory research and to manufacture new
devices. It also tends to take years to undertake trials and
receive approvals – with no guarantees of success, of course.
Where companies can successfully combat the world’s
major health challenges, I believe long-term investors can be
rewarded for their patience, with lasting benefits for society.
LIVING LONGER, LIVING BETTER
The importance of addressing these challenges is reflected
in the UN Sustainable Development Goals, which articulate
the world’s most pressing sustainability issues. Specifically,
Goal 3 is to ensure healthy lives and promote well-being for
all at all ages.
The importance societies attach to good health is reflected
in the amount spent on it. It is typical for better-off
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countries to spend roughly one-tenth of national income,
as measured by gross domestic product (GDP), on
healthcare goods and services.

The importance societies attach
to good health is reflected
in the amount spent on it

Moreover, the trend is upward. The share of the UK’s GDP
spent on healthcare rose from 7.4% to 9.6% between 2007
and 2017, according to the OECD. In the United States,
the world’s largest healthcare market, it rose from 14.9% to
17.2% of GDP during this period.
With societies ageing, putting upward pressure on
healthcare costs, companies that can deliver healthcare
goods and services at better quality, or better value,
should not only enjoy commercial success, but also
help extend good health to more people around
the world.
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MEASURING THE HEALTH BENEFITS
For investors attracted by the sector’s ability to deliver
societal benefits, I believe it is important to gauge the
positive impact that a company is having through
its activities.
This is not always easy. After all, ‘not everything that can
be counted counts, and not everything that counts can be
counted’, to borrow a well-known phrase.
Nonetheless, measurability is one of the central tenets of
impact investing. Looking at how a company intends to
address a specific healthcare challenge and reach those who
are in the greatest need, as well as the tangible steps it is
taking to achieve this goal, is a sound place to start.
It is also important to consider how replicable its
products or services are, and whether they would
be provided if it did not exist or was not funded.
Crucially, as impact investors, we must also consider the
materiality of those products or services – for instance,
how does a new drug save lives?
Improving lives can have an equally significant impact.
ALK-Abelló, for example, is a pharmaceutical company
that specialises in developing products for the more than
500 million people worldwide who suffer from allergies.
Among its innovations have been immunotherapy tablets
against some of the most common respiratory allergies –
including grass pollen and house dust mites – that allow
allergy patients to self-administer from the comfort of their
own home. Innovations like this can positively transform
lives, helping realise Goal 3 of the SDGs.
PURSUING HEALTHY RETURNS
When investing for impact, it is important to analyse
companies on their own merits. In every sector there will be
leaders and laggards.
By providing capital to companies that have a
demonstrably positive impact on people’s health, long-term
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By providing capital to
companies that have a
demonstrably positive impact
on people’s health,
long-term shareholders can help
them develop their businesses,
and therefore contribute to
longer and healthier lives

shareholders can help them develop their businesses, and
therefore contribute to longer and healthier lives.
Through the investments we make, I therefore believe we
can aim to have a positive societal impact over the longterm, alongside sustainable financial returns.
To find out more about impact investing at M&G, visit:
www.mang.co.uk/positiveimpact

About Ben Constable-Maxwell
Ben is Head of Sustainable and
Impact Investing, M&G. He joined
M&G in 2003 as an Investment
Specialist supporting the Global
Equities team. He then moved
to the Corporate Finance and
Stewardship team in 2013,
where he began focusing on
corporate governance and ESG
at international companies. Ben has been responsible
for developing the incorporation of ESG in M&G’s
investment processes and sits on M&G’s Responsible
Investment Advisory Committee, which oversees
Responsible Investment activities at M&G including the
firm’s membership of the UNPRI. Ben graduated from
the University of Newcastle-upon-Tyne with an Honours
Degree in Classics before spending four years in the
Equities team at Invesco Perpetual.
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INVESTING FOR EQUALITY OF

OPPORTUNITIES
Extending his commentary on investing in companies which make
a positive impact, Ben Constable-Maxwell, Head of Sustainable
and Impact Investing at M&G Investments, highlights how those
businesses which look to boost equality and learning opportunities
can help to empower people and their communities

M

ore than two centuries ago, US
founding father Benjamin Franklin
famously said that “an investment
in knowledge pays the best
interest”. This may sound like a
glib soundbite today, but has merit for investors wishing to
contribute to global society in the 21st century.
Alongside health, education is a key pillar of human
capital. After all, the healthier and more educated we are,
the more productive we can be. The opportunities we
have to learn effectively play a big role in determining our
prospect, and poor access to quality education prevents
millions – if not billions – of people from breaking the
vicious cycle of poverty.
Addressing inequalities like this is at the heart of the UN
Sustainable Development Goals (SDGs). These SDGs,
which codify the world’s most pressing environmental
and social issues, represent a universal call to action. To
meet these ambitious goals by 2030, it has been estimated
that some US$3.9 trillion a year needs to be spent .
Governments alone cannot foot the bill.
Investors therefore have a crucial part to play, including
in widening access to quality education. While delivery of
basic education rightly remains the reserve of the state, by
and large, higher education and lifelong learning are often
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The opportunities we have to
learn effectively play a big role
in determining our prospect, and
poor access to quality education
prevents millions – if not billions
– of people from breaking the
vicious cycle of poverty

delivered by the private sector, especially in developing
economies where needs are arguably greatest.
Where companies can successfully fill the gap, and develop
the skills that enable people around the world to thrive,
irrespective of their background, I believe they and their
investors can have a far-reaching and long-standing impact.
REMOVING BARRIERS TO ENTRY
Few countries are as renowned for their vast natural
resources as Brazil, but its huge human resources are often
overlooked. Unequal access to high quality education

I FAmagazine.com

M&G I NVESTM E NTS

means the human and economic potential of more than
200 million people could be going largely unrealised.
According to the 2019 Social Progress Index , which attempts
to measure real quality of life independent of economic
indicators, Latin America’s largest economy ranks 14th in the
world for the quality of its universities. Yet it ranks 136th (out
of 149) for how equal access is to quality education.
In short, Brazil is home to some world-class public
universities, but they are dominated by an affluent elite
whose privately educated children are best placed to win
the fierce competition for spaces. Aiming to meet the need
for affordable and effective private education is Cogna
Educação.
The company, formerly called Kroton, operates across all
educational segments, and has post-secondary education
campuses across more than 100 cities in Brazil. It also
offers web-based distance learning, opening up access
to higher education for students living in rural areas. As
well as removing geographical barriers to learning, Cogna
reduces financial barriers by providing affordable loans and
financing to poorer students.
By expanding access to higher education, I believe Cogna
clearly – and intentionally – delivers positive social impact
aligned with SDG 4: “ensuring inclusive and equitable
quality education and promoting lifelong learning
opportunities for all”.
CONTRIBUTING TO LASTING IMPACT
Measuring the impact of investments in human capital can
be difficult, but it is vital for impact investors to overcome
the challenge. Indeed, “measurability” is a key differentiator
between impact and other forms of responsible investing.
By identifying key impact indicators, we can gauge a
company’s progress towards realising an SDG.
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As well as quantitative metrics – such as, in the case of an
education provider, the number of students enrolled and
the proportion using loans – there are indicators of the
quality of outcomes – analysis of graduate earnings and
employment rates, for instance.
Where companies can effectively deliver improved skills
and knowledge, and widen access to the opportunities
that further learning can open up, they can empower
individuals and their communities to thrive.
By playing a part in levelling the playing field, I believe
investors in these companies can aspire to have a lasting
positive impact on global society, while also pursuing
sustainable financial returns over the long term.
To find out more about impact investing at M&G, visit:
www.mang.co.uk/positiveimpact

About Ben Constable-Maxwell
Ben is Head of Sustainable and
Impact Investing, M&G. He joined
M&G in 2003 as an Investment
Specialist supporting the Global
Equities team. He then moved
to the Corporate Finance and
Stewardship team in 2013,
where he began focusing on
corporate governance and ESG
at international companies. Ben has been responsible
for developing the incorporation of ESG in M&G’s
investment processes and sits on M&G’s Responsible
Investment Advisory Committee, which oversees
Responsible Investment activities at M&G including the
firm’s membership of the UNPRI. Ben graduated from
the University of Newcastle-upon-Tyne with an Honours
Degree in Classics before spending four years in the
Equities team at Invesco Perpetual.
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COMBATTING

CLIMATE CHANGE
Ben Constable-Maxwell, Head of Sustainable and Impact
Investing at M&G Investments, continues his commentary
on the importance of investing in companies which
deliberatively set out to deliver a positive impact as
part of their mission. In this article he looks at actively
investing in the transition to a low carbon economy

W

hether it’s the rising number and
intensity of hurricanes or floods,
forest fires or droughts, it is
increasingly untenable to ignore
the causes and consequences of climate change.
Arguably there is no more critical challenge facing global
society. The effects of global temperatures rising to 1.5
degrees Celsius above pre-industrial levels, as projected by
the International Panel on Climate Change , are severe. At
two degrees, the impact looks grave.
It is not only the health of our planet at risk from rising
carbon emissions, but also our financial wellbeing. Despite
the scale of the challenge, I am buoyed by the contribution
that investors can make by channelling resources and
exerting their influence.
THE POWER OF PERSUASION
Active investors like M&G have long held company
management to account on corporate strategy and
governance. In the same way, we can hold feet to the fire on
climate change.
Companies need to properly understand the risks, and I
believe it is the role of responsible investors to persuade and
cajole their management to make positive changes. Frank
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discussion about the risks that climate change poses to a
company – for instance, if rising sea levels might inundate
its coastal assets – can shape opinions and strategy.

It is not only the health of
our planet at risk from rising
carbon emissions, but also
our financial wellbeing

When it comes to lending sufficient weight to the
management of climate risks, an important step is
disclosure. The Taskforce for Climate-related Financial
Disclosures (TCFD) has developed a framework for
consistent climate-related financial risk disclosures,
upgrading the importance of climate reporting by
requiring its integration within financial accounts.
We also want to see ambitious targets and metrics to ensure
companies make tangible progress towards mitigating
risks. Another vital step is linking executive remuneration
to climate-related goals. Rewarding progress and aligning
incentives makes them more likely to be achieved.
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SHAPING A SUSTAINABLE TRANSITION
I believe the transition to a lower carbon economy will be
more effective if incumbent companies are coaxed into
playing an active part.
Their scale means they are well-placed to deliver a positive
impact. For instance, if a global car maker can halve carbon
emitted from the 10 million vehicles it makes a year, its
environmental benefits could far outweigh those of a
manufacturer of 1,000 zero-emission cars a year.
Leading companies which spearhead and mainstream
sustainability in their sectors can deliver terrific impact.
Take Ørsted, for example. The Danish energy company
is at the forefront of society’s transformation towards
renewables, having once been a fossil fuel-focused business.
Today, Ørsted has built more offshore wind farms than any
company worldwide and has committed to being coal-free
by 2023, when it will have reduced its carbon emissions by
96% compared to a decade ago.

I believe the transition to a
lower carbon economy will be
more effective if incumbent
companies are coaxed into
playing an active part
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Investors are right to support companies that take steps
towards combatting climate change, but it is also right to
expect material progress. If companies fail to act, investors
have a responsibility to use all tools at their disposal.
The threat of divestment can be an effective one. It has
certainly moved the dial on corporate attitudes, but
it is not a panacea. Using ownership and stewardship
as instruments – exerting pressure alongside other
shareholders on companies to decarbonise – can be more
powerful.
Investors with more than US $34 trillion in assets under
management have signed up to the Climate Action
100+ initiative to ensure the world’s largest corporate
greenhouse gas emitters take action on climate change.
After engagement with Shell in 2018, the oil major not
only committed to set carbon emissions targets, but linked
executives’ long-term incentive plans to meeting them . BP
has committed to align its capital expenditure strategy with
the Paris Agreement.
The environmental risks of climate inaction are evident.
Where companies do not act, they will not only expose
themselves – and their investors – to financial losses, but
they will miss opportunities for success that lie in tackling
this challenge.
To find out more about impact investing at M&G, visit:
www.mandg.co.uk/positiveimpact
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Where leading companies can evolve and tap into trends like
rising demand for green electricity, their shareholders can
aspire to achieve sustainable financial returns and contribute
to a demonstrably positive impact for the climate.
KEEPING UP THE PRESSURE
While the shift away from a carbon-intensive economy
may appear incremental, I am confident that we are on the
cusp of companies accelerating their progress, spurred by
legislative, normative and economic pressure.
Good intentions are reflected in the number of companies
committed to a trajectory that limits the global temperature
rise to less than two degrees Celsius above pre-industrial
levels – a goal of the international Paris Agreement on
climate change.
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firm’s membership of the UNPRI. Ben graduated from
the University of Newcastle-upon-Tyne with an Honours
Degree in Classics before spending four years in the
Equities team at Invesco Perpetual.
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