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SUSTAINABLE INVESTING
Is sustainable investing just the latest trend or a sector set to
become a mainstream part of the investment universe? Sue
Whitbread introduces this special focus in the May and June
editions of IFA Magazine and comes to the conclusion that this
is a powerful force which advisers should ignore at their peril

T

here can be little doubt that public interest
in matters of importance such as climate
change, sustainability, the environment and
conservation is on the rise – and sharply so.
You just have to take a look at the TV or listen to the news
and you’ll see it right there in front of you. Whether it’s
the Extinction Rebellion campaign protestors bringing
the streets of London to a close or Sweden’s sixteen year
old climate activist Greta Thunberg’s outcry leading to
tens of thousands of schoolchildren walking out of their
schools to take part in the school strike for climate action,
you can’t fail to notice that the tide is turning and attitudes
are changing. Sir David Attenborough’s TV programmes
such as ‘Climate change – the facts’ which was broadcast
over Easter and the ongoing success of Blue Planet are
also alerting viewers to the bigger picture as to what is
going on around them and the implications of our human
behaviour on the natural world.

Sustainable investing options are
available across asset classes
and through a broadening array
of investment vehicles, including
those suitable for retail investors and
which advisers need to be aware of

INVESTING SUSTAINABLY
And this rising tide of awareness about sustainability is
having an impact on the provision of financial planning
and investment advice too. No longer are clients simply
concerned about the performance of their investment
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portfolios or the risks that they need to take to achieve
that return. There’s now another element – and one
which is assuming significant importance – which is that
of investing sustainably. As well as being appropriate
for their needs and attitude to risk, investment needs to
sit comfortably with the client’s ethics, values and their
moral compass. And the emphasis on this is set to grow
significantly in the years to come. That’s why IFA Magazine
is running a special focus on the topic of sustainable
investing in both this edition and our June edition too.
The emphasis on investing sustainably is already happening
– and not just here in the UK. According to the Global
Sustainable Investment Review (GSIR) sustainable
investing assets in the five markets of Europe, the United
States, Canada, Japan, and Australia and New Zealand
stood at $30.7 trillion at the start of 2018, a 34% increase
in two years. It reports that in all of these regions except
Europe, sustainable investing’s market share has also grown.
From 2016 to 2018, the fastest growing region has been
Japan, followed by Australia/New Zealand and Canada.
The largest three regions— based on the value of their
sustainable investing assets—were Europe, the United
States and Japan. Clearly, sustainable investing constitutes
a major force across global financial markets.
In almost all the markets represented in the GSIR report,
sustainable investing has grown in both absolute and
relative terms in the two years since the beginning of
2016. As a result, the report outlines that that sustainable
investing represents more than 50 percent of total
professionally managed assets in Canada, Australia and
New Zealand, nearly half in Europe, 26 percent in the
United States and 18 percent in Japan. This growth reflects
the expanding awareness of the business case for sustainable
investing. Asset managers in the United States, Canada,
Australia and New Zealand reported in regional surveys
that major motivations for their use of sustainable investing
strategies are the desire to minimise risk and improve
financial performance over time. This may also explain
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why the sustainable investing strategy of ESG integration
has become more widely deployed globally, with 60 percent
more global assets managed with this strategy in 2018 than
in 2016. Negative screening and corporate engagement
are popular and often complementary strategies to ESG
integration in each of the five regions. The quest for positive
impact remains an important motivation, too. A majority
of money managers in the United States and New Zealand
cited the desire to achieve social and environmental benefit
or to fulfil their firms’ missions as factors in their work.
Investment initiatives related to combating climate change,
responding to environmental challenges or implementing
the UN Sustainable Development Goals were in evidence
throughout the five regions. The data collected by GSIR
demonstrates, too, that sustainable investing is increasingly
accessible. Sustainable investing options are available across
asset classes and through a broadening array of investment
vehicles, including those suitable for retail investors and
which advisers need to be aware of.
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social consciousness, the main objective of ESG evaluation
remains financial performance.
WHAT IS SRI?
Socially responsible investing (SRI) goes one step further
than ESG by actively eliminating or selecting investments
according to specific ethical guidelines. The underlying
motive could be religion, personal values or political
beliefs. Unlike ESG analysis which shapes valuations, SRI
uses ESG factors to apply negative or positive screens on
the investment universe. Examples of some negative SRI
screens include:
• Alcohol, tobacco and other addictive substances
• Gambling
• Production of weapons and defence tools
• Terrorism affiliations
• Human rights and labour violations
• Environmental damage

This is a trend which looks
set to continue to gather
momentum and to ensure that
sustainable investment becomes
a mainstream concept within
a ver y short space of time

BUT WHAT’S WHAT?
This growing proliferation of funds and strategies integrates
ethical considerations into the investment process. But how
do you analyse them? What are the differences?
Environmental, social and governance (ESG), socially
responsible investing (SRI) and impact investing are terms
often used interchangeably by clients and professionals
alike, with the assumption that they are interchangeable.
However, distinct differences exist that will affect how client
portfolios should be structured and which investments are
suitable for meeting social impact goals.
WHAT DOES ESG MEAN?
ESG refers to the environmental, social and governance
practices of a company or an investment that may have
a material impact on its performance. The integration
of ESG factors is used to enhance traditional financial
analysis by identifying potential risks and opportunities
beyond technical valuations. While there is an overlay of
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For clients engaged in socially responsible investing, making
a profit is still important, but must be balanced against
principles. The goal is to generate returns but in a way
which is in line with their social conscience.
WHAT ABOUT IMPACT INVESTING?
With impact investing, positive outcomes are most
important - meaning the investments need to have a
positive impact, in some way. So the objective of impact
investing is to help a business to accomplish specific goals
that are beneficial to society or the environment.
Of course, some funds are explicit in their pursuit of
sustainable investment, having this as a primary objective.
However, more and more fund managers and investment
houses are seeing ESG and sustainable investing as a critical
part of their due diligence and stock selection process. This
is a trend which looks set to continue to gather momentum
and to ensure that sustainable investment becomes a
mainstream concept within a very short space of time.
With these issues in mind, we are grateful to a number of
experts who are operating in this sector for sharing their
opinions and analysis with us for IFA Magazine. This is in
order for us to better understand what is happening within
the world of investment and how, as financial planners,
we can better support clients’ needs by ensuring that their
investment portfolios really are appropriate for all of
their objectives. It also opens up a far more meaningful
discussion around investment themes at reviews and
supports the development of that long term client
relationship which is based on understanding and trust.
In this day and age, that is win-win.
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A POSI IVE IMPACT
What’s so different about an impact investment fund? Sue Whitbread
gets down to detail and talks to Ben Constable-Maxwell, Head of
Sustainable and Impact Investing, M&G Investments, about how
and why he and his team are focused on delivering sound long term
investment returns as well as having demonstrable positive impact
on the world’s major social and environmental challenges.

SW: THIS IS A HUGELY INTERESTING SECTOR
AND ONE GROWING IN IMPORTANCE FOR
ADVISERS AS WELL AS INVESTORS. CAN WE
START BY TAKING A LOOK BACK AT WHAT
WAS THE THINKING BEHIND THE LAUNCH
OF THE M&G POSITIVE IMPACT FUND
LAST NOVEMBER?
BCM: It was a concept we had been working on for
some time prior to launch. The scale of the world’s major
social and environmental challenges was becoming ever
more apparent and we recognised the role investors
had to play in providing the capital to address those
challenges. We thought there was a real opportunity to
set up a fund specifically intended to address these social
and environmental issues, and to do it via an investment
product which could deliver superior investment returns
over the long term.
Teaming up with my M&G colleague John William Olsen,
who has nearly 20 years of experience in managing high
conviction, long term oriented portfolios, we developed a
proposition with a dual objective, to address those global
societal challenges and to do this in a way that didn’t need
to sacrifice investment returns. The intention was also very
much to enhance the accessibility of impact investing to
the broader investing public by launching a liquid, positive
impact investment fund. It had previously been largely the
domain of institutional investors and UHNW clients. We
thought it was time for that to change.
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SW: LET’S TALK ABOUT THE FUND’S
OBJECTIVES NOW – CAN YOU EXPLAIN
WHAT THE FUND SEEKS TO ACHIEVE?
BCM: The fund has two specific objectives: The financial
objective is to outperform the MSCI All Countries World
Index over five years, although our initial time horizon
when investing in a company stretches to ten years. The
other objective is to deliver demonstrable positive impact
through addressing the world’s major challenges such as
climate change, pollution, social inequalities and health
issues. It’s a growth orientated approach overall, looking
at total returns with no specific income target.
The key difference with other forms of investing, ESG
amongst them, is the dual objective nature of impact
and the obligation to report on the impact element.
SW: SO WHAT IS IT THAT MAKES THE
FUND DISTINCTIVE AND INNOVATIVE IN
YOUR OPINION?
BCM: The fund is quite concentrated, holding between
25 and 35 stocks. Our key strength is in-depth analysis.
In addition to extensive financial analysis, we conduct an
extensive impact assessment which consists of a deep dive
into all the positive and negative impacts of the business.
It’s the depth of our approach which is key.
Reaching out to all types of investors is another important
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feature of this fund. It matters to us to make this fund
available to small and large investors alike. To this end, we
are totally transparent about our holdings and we publish
the investment and impact thesis for all every stock owned
in the fund.
Finally, strong adherence to the tenets of impact investing
in the listed equity space is something we take very
seriously. These tenets are:
• Intentionality – clear intention of the companies we
invest in to deliver impactful outcomes
• Additionality - the importance of your capital doing
something that wouldn’t be achieved without it and/
or the company would not have achieved
• Measurability/materiality – the ability to measure the
impact and to be meaningful as a percentage of the
overall business.
Adapting these principles to listed equities as rigorously
as possible is very important to us. This means that we are
pinpointing the impact of the companies that we invest in
rather than the impact of the investor. Other investors are
doing it to an extent, but it’s the depth of our analysis and
the preservation of those principles which makes the fund
stand out in our view.
SW: HOW IMPORTANT IT IS FOR YOU TO
ENGAGE WITH THE PROFESSIONAL ADVISER
COMMUNITY? ARE THERE PARTICULAR TYPES
OF CLIENT WHO YOU THINK THE FUND WILL
PARTICULARLY APPEAL TO?
BCM: While it is essential for the Positive Impact fund
to live up to institutional scrutiny, its aim is to broaden
out its reach to a larger segment of the investing public.
Fundamental to achieving this goal is the endorsement
of the IFA community. To assist with this prior to launch,
we went through a detailed client consultation process.
This involved extensive work with the professional adviser
community. Since launch, we’ve been busy helping to boost
advisers’ knowledge about how impact investing fits within
the broad spectrum of ESG and explaining to them how it
adds a societal dimension to traditional forms of investing
focused exclusively on returns.
The fund currently stands at around £33m in size. We
have had great support from the IFA community and we
are looking to build on this over time. Cementing our
presence will take time but we are in it for the long haul.
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We recognise that impact investing is a relatively new
concept, especially in listed equities. Not only does the
impact investing sector need to mature, we also need to
establish our fund credentials within this nascent sector.
SW: WHAT’S THE INVESTMENT STRATEGY
YOU OPERATE WITH THE FUND? HOW DOES
THE TEAM DECIDE WHICH COMPANIES TO
ACTUALLY INVEST IN?
BCM: One of our starting points is to use the United
Nations’ 17 Sustainable Development Goals (SDGs).
These were introduced in 2015 by the UN to mobilise the
word’s attention on the biggest challenges of our times:
poverty, hunger, health, education, clean water, affordable
energy amongst others. The SDGs are a phenomenal tool
to help coalesce investors around impact but they are broad
and high level. For the purpose of portfolio construction,
we therefore decided to drill them down to six investable
impact areas. Three of these are environmental, covering
climate action, environmental solutions and circular
economy and three are focusing on social issues, including
health, decent work conditions and social inclusion.
We have developed an evaluation tool for identifying
impactful businesses called the iii framework – with iii
standing for investment/intention/impact.
The first ‘i’ stands for investment, where we assess if a
company has a sustainable business model that will allow
it to achieve competitive returns over a cycle. The second
‘i’ stands for intention. This is where we want to establish
that the company has a clear intention to address some of
the world biggest challenges, to ensure that it isn’t just an
accidental outcome. We must check that the company’s
actions back this up. We’re currently experimenting with
machine learning to see if it helps widen our universe and
help verify that intent is matched with action. The third
‘i’ stands for Impact and this is where we determine that a
company’s positive impact more than offsets any negative
elements, check that the impact can be measured using
reliable metrics, that it is material as a proportion of the
overall company and that it brings something new that
would not have otherwise been provided.
From a total universe of around 3,500 to 4,000 companies
available to us, approximately 150 stocks have passed our
iii test and have made it onto the watchlist. To be included,
each contender is reviewed by the impact team. The team
regroups people from across the business (multi asset,
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emerging markets, small caps) which helps turn every stone
and provide healthy challenges from different perspectives.
This is a great way to make sure that we’re not letting
through companies which might have great investment
characteristics but are perhaps not greatly impactful –
and vice versa.
From that 150 approved list, the fund manager builds a
portfolio of 25-35 stocks. Timing and valuation will be the
key factors for inclusion in the portfolio.
There’s final element worthwhile highlighting. We classify
impactful companies into three categories
• Pioneers - early stage, small businesses which are
disruptive and capable of transforming the dynamics
of an industry.
• Enablers – companies which provide tools for other
companies to deliver the impact. (diagnostic tools, lab
equipment, software for example)
• Leaders – these tend to be larger, more mature
businesses which are driving sustainability and
positive impact in their field.
By investing in different types of business models, we bring
useful diversification to the portfolio in addition to the six
impact areas.
SW: SO HOW DO YOU GO ABOUT
MEASURING IMPACT?
BCM: This is arguably the biggest challenge for impact
investors. Due to our fundamental, bottom-up stock
picking approach, our impact measurement starts at
the stock-specific level and focuses on the impact each
company is delivering on the world’s major societal
challenges. We start with the Sustainable Development
Goals (SDGs) as an overarching framework, drilling down
to the underlying 169 KPIs that give more specific detail
to the high-level Goals. Many - but not all - of these KPIs
can be used by investors to measure and monitor impact
(some of the KPIs are for use by governments or the public
sector). For every fund holding we need to see a primary
contribution to one of the SDGs as measured by these
underlying metrics.
So for each of our six impact areas, using the SDG
framework and proprietary inputs, we have set out 3-4
metrics to define each company’s impact. For example,
if we look at one of the fund’s six impact areas - Climate
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Action - we can assess the company’s contribution to this
challenge by measuring the megawatt hours of renewable
energy generated or the number of homes powered by
renewable energy… or in tons of greenhouse gas avoided
by the company’s activities. In our ‘Better Health’ basket,
we focus on numbers of patients reached with improved
healthcare or better access to healthcare. And in ‘Circular
Economy’ the focus is on tonnes of waste avoided
or recycled.
These are early days for impact measurement and we will
continue to develop our process. Better company-level
disclosure on impact, which is improving but is far from
perfect, will in turn help us refine our own measurement
approach. Our first annual impact report later this year
will aim to show the impact achieved by every company
since our investment in it. Over time, we will monitor
how the impact develops, reviewing progress regularly and
challenging management if the business’ impact is out of
line with our expectations.
We use the ‘iii’ framework as I’ve explained but within that
we employ a ‘results chain’ - or logic chain - methodology.
This is an approach employed by the likes of World
Health Organisation and the Gates Foundation to analyse
more precisely the impact generated by each investment,
by splitting out the ‘output’, ‘outcome’ and ‘impact’. For
example, if we look at a company which makes wind
turbines, then in simple terms the output would be the
number of turbines created. However, when looking at the
outcome, this would be that question of megawatt hours
of renewable energy generated. Finally, the impact would
be the number of people who can power their homes
through wind and clean energy leading to reduction in
climate change by reducing emissions of greenhouse gases.
We need to follow these things through.
It’s a useful tool and pretty universally applicable to
measure impact across a broad range of areas such as
health, renewables, education, etc. We do encounter
businesses which are highly impactful but are at an early
stage in articulating their impact. In such cases, we see our
role as supporting them in improving their disclosure,
which in turn enables us to understand to what extent they
are delivering impact.
The measurement process is crucial in assessing the
delivery and progress of impact but also in communicating
to our clients. They will expect full disclosure and we will
need to deliver it. We recognise the interest in being able
to articulate impact at a higher level (i.e. fund level or
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impact basket level) but this comes with its own challenges.
It’s something we are working on and it will get better as
corporate impact reporting improves.
So we believe strongly in transparency and this means
holding ourselves to account in the same way that we do
for the companies we invest in. It requires a lot of work and
in-depth analysis, but quality of measurement will be the
litmus test for impact investors. Society demands it and so
do our investors and their advisers.
SW: HOW DOES THE FUND ENABLE POSITIVE
CORPORATE AND CLIENT ENGAGEMENT?
BCM: As regards corporate engagement, we’re a small
fund at the moment and it could be that this would
restrict our engagement, but as a large fund management
house with a reputation as a highly engaged, long-term
investor, we are lucky to have good access to company
management and a voice that has a decent chance of
being listened to. The dialogue we have with corporates
is already very interesting. They tend to be very open –
sometimes intrigued - by the idea of us an explicitly impact
investor investing with them. We have found this opening
up differentiated avenues of discussion with company
management. Impact-oriented discussions need to go
beyond talking about earnings results, balance sheet issues
or even ESG (although all are still important) and move on
to the company’s reason – or purpose - for being and how
it is delivering on that purpose through impact. Impact
investors have a role to play in challenging companies to
go further.
This leads to a highly engaged discussion. Again, these are
early days and it’s hard to determine the impact of these
discussions given our relatively small size, but we feel the
quality of the dialogue is driven by impact. We and some
others are acting slightly as a vanguard here. We believe
that impact investing is only going to grow. We can help the
companies to develop their own impact metrics and get
ahead of the curve as other investment groups will certainly
expect to see these as the years go on.
It’s similar when it comes to communicating with potential
investors in the fund. Through the process of consultation
which we engaged in prior to launch, we had interesting
discussions about what we’re trying to achieve and how
we can enable our customers to participate. We spent a lot
of the time discussing impact, more than we spent on the
investment process and portfolio risk characteristics. Of
course the latter are of huge importance but the former is
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clearly an engaging topic for advisers and clients alike. If
we can demonstrate that you can achieve good long term
investment returns whilst making a difference to society,
it is clearly a compelling proposition.
Interestingly, we are in the process of developing a
microsite on our main website (and potentially an app).
This will help clients and investors to tap into the 17
Sustainable Development Goals and the six impact areas
to see progress and where their money is invested as well
as the impact those investments are making. This is a
great opportunity to transform the quality of engagement
which advisers have with their clients around matters of
investment and is very exciting in that context.
To date, our industry has failed to reach out to investors
and hasn’t been engaging enough. Impact investing needs
total transparency. It is such a fascinating, narrative-rich
area which lends itself very naturally to more informed
communications to build stronger engagement with clients.

About Ben Constable-Maxwell, Head of Sustainable
and Impact Investing, M&G
Ben 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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SUSTAINABLE INVESTMENT

THE WHATS, WHYS AND HOWS
Julia Dreblow Director SRI Services, founder of the Fund EcoMarket fund
tool, highlights how advisers can identify the most appropriate funds
within this increasingly popular sector to meet clients’ individual needs

T

he area of sustainable, responsible and ethical
investment has been steeped in myths ever
since the first ethical fund was nicknamed
‘The Brazil fund’ way back in 1984 ‘not
because it would help save rain forests’ but ‘because you’d
be nuts to invest in it’.

regulatory bodies, including the PRA, FCA, FRC and DWP
are all beginning to bring climate change and ESG into
their rules and guidance. Work on taxonomies and labels
by the IA, BSI and EU should also prove helpful.

What is less well known about that quote is that its author
was the lawyer who had battled to gain regulatory approval
for the fund and one of its first investors – albeit one with
the help of a somewhat dry sense of humour!

Most relevant for financial advisers however are the
proposed MiFID II changes that may see SRI Fact Finding
(and related support processes) become obligatory.

I was lucky enough to be introduced to ‘sustainable and
responsible investment’ (SRI) in 1991, when I was just
starting out as a broker consultant at the then mighty NPI.
The area immediately made sense to me as the planet’s
resources are finite and so business would need to ‘work
smarter’. Coupled with the widespread anger about the
Apartheid regime in South Africa it was clear to me that
‘profit at any price’ did not suit everyone.
What I could not understand then (and even later career
at Friends Provident and as an UKSIF director), was
why such matters were widely ignored by regulators and
financial advisers.
WHERE ARE WE NOW?
Fast forward to today and we are in a rather different place.
The Paris Climate Agreement and UN Sustainable
Development Goals have recently passed their third
anniversaries and the UK’s Climate Change Act is over
10 years old.
The EU’s desire to tackle climate change and encourage
sustainable finance (their Sustainable Finance Action Plan
was recently published) is helpful, as are the UK’s ambitions
to lead in this area. Indeed, Government departments and

8

INVESTMENT CONSIDERATIONS

Of course, many investment managers have been on this
page for some time. Strategies range from ‘ESG integration’
– primarily used to mitigating environmental, social
and governance risks – to ‘responsible ownership and
engagement’, where the leading edge ‘forceful stewardship’
is being felt by Shell and others, thanks to the work of the
ClimateAction 100+ investor coalition.
Between these extremes are, as you will know, many
fund options to choose from. There are screening and
thematic (avoid and/or support) strategies that combine
ethical, social and environmental issues – often alongside
engagement and risk mitigation – in many different ways.
Indeed this area has enjoyed exceptional growth recently.
The recent Global Sustainable Investment Alliance (GSIA)
report indicated an increase of nearly a third in two
years, with worldwide assets exceeding $30 trillion as at
31/12/2018. The report showed ‘Avoidance’ remains the
lead approach internationally, with ‘ESG Integration’ and
‘Corporate Engagement / Shareholder Action’ in second
and third places respectively (measured by AUM).
The report also pointed to growing ‘retail’ demand – now
estimated at a quarter of the total. My guess is that Blue
Planet 2 being beamed into living rooms up and down
the land may have worked its magic here and is focussing
clients’ minds on the bigger picture.
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HOW DO I GET STARTED?
Unsurprisingly perhaps, this question is increasingly
being asked by advisers.
To make a success of investing in funds within this area
- and not feel like you are going around in circles – it is
essential to recognise that few issues are truly ‘black or
white’. Fund manager and client motivations, opinions
and preferences all vary – meaning that fund options are
necessarily and legitimately diverse and dynamic.
Three of the most common client ‘motivations’ are:
• This area makes ‘financial sense’. The world is changing,
companies need to be cleaner, greener and more 		
forward looking - and to precis - higher ESG standards
are good for business (and therefore investors).
• The second relates to personal values and lifestyles. 		
Clients who are particularly concerned about issues like
climate change, animal welfare and poverty generally 		
want their investments to reflect those views.
• The third is around desired outcomes, impacts and 		
how we want the world to be in the future. Investment
plays a significant role in shaping the world and so 		
should be used as a positive ‘change agent’.
A further factor is that ‘issues’ change over time. For
example, apartheid in South Africa has ended but modern
slavery remains. The hole in the ozone layer is shrinking
– but climate change is moving faster than expected. And
of course, new technologies, solutions and opportunities
emerge - and must continue to do so.
WHAT’S WHAT WITHIN THE SRI FUNDS
UNIVERSE?
As such ‘issues’ are often the front of mind for clients yet
hard for advisers and paraplanners to find information
on, the Fund EcoMarket tool leads with these. Its ‘SRI
Styles’ include three ‘ethical values’ led strategies (Balanced
Ethical, Negative Ethical and Faith based), three ‘themed’
approaches (Sustainability, Environment, Social) and
‘ESG Plus’ (where risk takes centre stage but must be
supplemented with noteworthy SRI activity). These sit
alongside approaching 100 filter options that list different
issues, approaches and corporate strategies – plus standard
investment filters.
WHAT EXACTLY ARE ADVISERS
SEARCHING ON?
Looking behind the scenes by using this free to use tool
helps illustrate why so many options are needed. The top
searches (filter option clicks) since the start of this year have
been: ‘OEIC, ‘Equity’, ‘Sustainability Themed’, ‘Global’ and
‘Mixed Asset’. Also near the top are ‘Ethically Balanced’ (ie
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best in sector / fund balances pros and cons) and ‘Negative
Ethical’ (focused on exclusions). The next highestranking issues related searches were ‘Environmental’
and ‘Sustainability’ themes and policies, ‘Avoidance of
armaments’, ‘Excluding coal, oil and gas majors’, ‘Climate
change/GHG policy’ and ‘Avoiding animal testing’ and
‘Avoids fracking & tar sands’. And incidentally avoiding
‘Pornography, Gambling and Tobacco’ (in that order) are
all also in the ‘top 50’ searches (of a total of 4849 events,
Analytics). An eclectic, but fascinating, mix in my view!
This mix shows the importance of starting with an ‘open’
initial fact find question - where nothing is assumed – and
being able to offer multiple fund options.
SUPPLEMENTARY FACT FIND
This should then be supported by a supplementary fact
find. Some advisers prefer to start with ‘SRI Styles’ (or
general areas of interest) and then drill down to specific
issues and approaches. Others offer clients a list of ‘issues’ before mapping these to asset types, geographic regions
and product options.
WHY SHOULD I BOTHER?
Yet with many historic myths long since buried, I remain
aware that some advisers may still be wondering why they
should bother with this or how relevant it is for clients?
To help answer those questions, I will leave the final
word to Mark Carney, Governor of the Bank of England,
whose work in building climate resilience into financial
systems is highly regarded. In an otherwise broadly upbeat
speech which he gave on 21 March 2019 on sustainable
finance entitled ‘A New Horizon’, Carney said ‘…the task
is large, the window of opportunity is short, and the stakes
are existential’.
To me, that seems to sum it up pretty well
About Julia Dreblow
Julia Dreblow is a founding
director of SRI Services
and runs the fund manager
supported FundEcoMarket.co.uk
tool that is designed to enable
financial advisers to match clients’
aims to sustainable, responsible
and ethical fund options. She
has been a leading proponent
of this area for over 20 years
and in addition to running Fund
EcoMarket, being a director of
UKSIF - and on various advisory
boards - does consultancy, policy
consultation work, media, events
and speaking engagements.
www.FundEcoMarket.co.uk
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INVESTING FOR
CLIMATE CHANGE
Climate change is real but how is that reflected in the underlying
construction of your clients’ portfolios? Impax Environmental
Markets plc (IEM) co-manager Jon Forster shares two ways to
consider climate change when constructing a portfolio.

I think most people now
accept that climate change
is happening, but the extent
to which the risks that
it creates are reflected in
portfolio construction is
harder to ascertain.
In the last few years, discussion of climate risk, in relation
to portfolio management, has certainly become more
prevalent. For instance, sectors where assumptions
regarding future price and volume have been made without
considering the impact of emissions regulation or carbon
taxes, are clearly at risk.

Yes, climate change needs to
be considered as a risk factor
in portfolio construction, but it
also presents opportunities for
active long-term investors

The financial impact of climate change is significant. In
the United States alone there were 30 weather and climate
related disasters that cost over $1 billion each between the
start of 2017 and the end of 2018. In contrast there were 31
events in the ten years between 1980 and 1990 (Source: the
National Oceanic and Atmosphere Administration NOAA).
At Impax, the impact of climate change has been a key
component of our investment philosophy since we were
founded in 1998. Yes, climate change needs to be considered
as a risk factor in portfolio construction, but it also presents
opportunities for active long-term investors.
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MITIGATION – AVOIDING PROBLEMS
Investing in companies that enable us to mitigate climate
change by reducing our environmental impact, such as
energy efficiency, renewable energy, methane reduction
and agricultural efficiency.
Pulling out energy efficiency as an example here, we
see growth driven by pure economics not subsidies. In
addition, tightening efficiency regulations are accelerating
growth. We are seeing rapid growth across a range of
verticals, including new areas like the industrial internet
of things and electric vehicles (EVs).
ADAPTATION – COPING WITH A MORE
VOLATILE CLIMATE
Investing in companies that enable us to adapt to meet
the challenges of a changing climate, such as water
infrastructure, grid strengthening, back-up power and
food production.
Cape Town, with its population of circa 4 million people,
suffered a period of drought that meant the City’s main
reservoir was close to zero in March 2018. As a result,
residential water use was cut from around 120 litres per
person per day in 2015 to 50 litres at the start of 2018.
With drought events more prevalent today than in the
past, officials now need to invest in a range of measures
including conservation and leak detection. In contrast
flooding and storms represent different priorities,
where protection and clean up are more pressing. The
application of technology to cope with aggressive climate
events and variable power generation and the development
of more robust infrastructure, we believe, offer attractive
long-term returns.
Climate change is real. There are risks that need to be
considered but there are also opportunities that can
be captured.

I FAmagazine.com

SUSTAI NABLE I NVESTI NG

August 2019

SUSTAINABILITY
AND INVESTING
Dr Marc-Olivier Buffle, Senior Product Specialist - Global Environmental
Opportunities Fund at Pictet Asset Management, outlines why
sustainable investing no longer means sacrificing returns

T

hanks to the emergence of a thriving
environmental products industry, investing
to safeguard the planet no longer means
sacrificing returns.

Danica May Camacho was born on October 30, 2011, to
the sort of fanfare rarely seen in Manila’s crowded public
hospitals. That’s because she represented a global milestone
– her birth brought the world’s population to seven billion.
It was at once a joyful occasion and a reminder of the
challenges posed by ever more people competing for
finite resources.
In less than 30 years’ time, the planet will be home to
nine billion human beings, a larger proportion of which
are likely to be part of the middle class. This is certain to
put even more pressure on the environment, testing it to
breaking point.
Investors are increasingly alert to these challenges. Many
now recognise that, as stewards of capital, they have a
crucial role to play in placing the economy on a more
sustainable footing. But for them to become part of the
solution, investors need to resolve a paradox. How can
they become responsible guardians of the environment
and simultaneously secure an attractive return on their
investments?
We believe the solution to that conundrum has already
begun to take shape. With governments and businesses
responding to growing public pressure to reverse
ecological degradation, a distinct and attractive group of
environmental equity investments has emerged. These are
companies that combine strong environmental credentials
with innovative products and services designed to
safeguard the world’s natural resources.
A BURGEONING ENVIRONMENTAL
PRODUCTS INDUSTRY
Once a niche activity, environmental investing is now
moving firmly into the mainstream. There are several
reasons for that.
To begin with, society’s attitudes towards protecting the
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planet have changed considerably in recent years. That's
partly because a growing proportion of the population has
personal experience of the damage ecological degradation
can cause. In 2015, pollution killed nine million people
– three times more than AIDS, tuberculosis and malaria
combined.1 Floods and droughts have brought untold
misery to millions more. Social media has also helped
shape world opinion. Thanks to platforms such as Twitter
and Facebook, people can now voice and share their
concerns about pollution and sustainability in a way they
couldn’t before.
Also giving sustainable investing a shot in the arm is a sharp
drop in the cost of technologies such as renewable energy,
water recycling and agri-tech. In the US wind power is now
cheaper than any other form of energy.
STARS ALIGNED FOR ENVIRONMENTAL INDUSTRY
The combination of people power, government policies
and economics has given rise to a thriving – and eminently
investable – industry for environmental products and
services. China's generously-funded anti-pollution drive,
for example, is likely to boost the prospects of firms that
develop environmental technologies such as filters for
engines and industrial applications for pollution control.
More broadly, as corporations worldwide embrace
sustainable business practices, publicly-listed firms
specialising in the development of a broad range of
environmental technologies have mushroomed, while the
number of patents filed for environmental products over
the past decade has more than tripled.2
Overall, we estimate that the environmental products
industry is already worth some USD2 trillion, and can
grow by about 6-7 per cent per year. That should matter
to investors: companies operating in this sector should,
according to our estimates, see sales growth of 6.5 per cent
per year, outpacing that of firms in the MSCI World equity
index by more than 2 percentage points.3
[1] The Lancet Commission on pollution and health, 19.10.2017
[2] WIPO [3] Median 2016-18e sales CAGR (%) in local currency.
Source: Bloomberg, Pictet Asset Management
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INVESTORS WANT TO
MAKE AN IMPACT.
AND SO SHOULD YOU.
Chris Holmes, Investment Adviser,
John Laing Environmental Assets Group (JLEN)

M

ore than 70% of investors have never
been offered ESG-based investment
opportunities. This provides a significant
opportunity for wealth and asset
managers to offer values-based investments, attracting new
assets and retaining beneficiary clients .
According to the Global Sustainable Investment Alliance,
more than $30 trillion is already invested in socially
responsible investments, up 34% since 2016. European
investors are the biggest supporters at $14 trillion.

Unless stated in an investment
mandate, ESG investing does
not exclude certain sectors,
countries and companies, nor
does it sacrifice portfolio returns

To add some context, Environmental, Social and
Governance (ESG) investing involves the explicit and
systematic inclusion of ESG factors in investment analysis
and investment decisions . Sustainable investing and impact
investing are branches of ESG investing, usually with
the aim of achieving a set of specific deliverables beyond
financial return (for example, carbon reduction).
Unless stated in an investment mandate, ESG investing
does not exclude certain sectors, countries and companies,
nor does it sacrifice portfolio returns.

12

DRIVERS BEHIND THE DEMAND
• Legislation: Government policy and legislation
related to ESG investment is on the rise. The
UK is looking at how to eliminate or restrict
structural incentives that promote the pursuit
of short term returns to the detriment of longerterm considerations.
• It also looks likely that European markets will be
subject to a form of sustainable finance legislation in
the future and China has already moved on this issue .
• Risk management and portfolio resilience: The
World Economic Forum lists failure of climate-change
adaptation, man-made environmental disasters, water
crises and biodiversity loss among its top 10 risks ,
many of them higher than the risk of cyber-attacks
• It makes financial sense, therefore, to develop a portfolio
that is resilient to these risks wherever possible.
• Investor demand: Demand for ESG investing is
influenced by millennials and Gen-Z investors, who
invest to align with their personal values. And as they
inherit baby boomer wealth, we can expect many
investors to seek values-matching ESG, or ethical,
investment options.
SCALE OF THE OPPORTUNITY IS LIFE-CHANGING
Take the low carbon energy market as an example.
Funds such as JLEN have embraced the UK government’s
support of a low carbon economy. Combined with the
declining cost of low carbon technologies, we have built
a 275MW portfolio of subsidy-backed wind, solar,
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anaerobic digestion, wastewater treatment and waste
management assets.
And we’re not alone. This is a fast-growing market with
long-term prospects for investors.
Bloomberg New Energy Finance research predicts by 2050
the size of the global low carbon investment market will be
$10 trillion, providing 71% of global electricity from zerocarbon sources.
And thanks to subsidies catalysing a supply chain
industry, the cost of low carbon energy has dropped
drastically in the last 10 years and is now competitive with
conventional generation.


  
















 














 









As global AUM based on ESG criteria continues to grow
rapidly over the next decade, understanding that direction
of travel will not only help manage risk in portfolios but
will also deliver greater value to investors over time.

i.

https://www.ey.com/Publication/vwLUAssets/ey-sustainable-		
investing-the-millennial-investor-gl/$FILE/ey-sustainable-		
investing-the-millennial-investor.pdf

ii.

Global Sustainable Investment Alliance Trends Report 2018

iii. United Nations Principles for Responsible Investment
www.unpri.org
iiii. https://publications.parliament.uk/pa/cm201719/cmselect/
cmenvaud/1063/1063.pdf
v.
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https://ec.europa.eu/info/business-economy-euro/bankingand-finance/sustainable-finance_nl#implementing-the-		
action-plan-commission-legislative-proposals

vi. https://www.eco-business.com/news/how-china-became-aglobal-leader-in-green-finance/
vii. World Economic Forum Global Risks Perception Survey
2018–2019: http://www3.weforum.org/docs/WEF_Global_		
Risks_Report_2019.pdf





 

  
      

  
      
 



  

Source: Lazard’s Levelized Cost of Energy Analysis v 12.0
LOOKING FORWARD
Challenges such as the circular economy, decarbonisation,
water scarcity, board diversity, gender pay gap, modern
slavery are all able to be addressed in investments using
ESG investing principles.
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JOIN TOGETHER
In this section of IFA Magazine, we’re delighted to bring you the
second part of our look at sustainable and impact investing. We
consider how the power of sustainable investing isn’t just good
news for the environment and the planet, it’s good for your client
relationships too. So why not join together with the band?

I

n last month’s edition of IFA Magazine, we
featured a series of articles looking at the
principles and practice of sustainable investing.
Now astute readers will know that it’s rather
unusual for us to run the same theme two
months running. But in this case we’ve made an exception.
For many years this idea of what we used to call “ethical”
investing has been sitting on the fringes of the investment
world. This is no longer the case. As we can see from
changes which are happening in so many aspects of our
lives, the world is facing up to the impact which our
existence is having on our planet. It’s not good news by any
stretch of the imagination. The clock is ticking and serious
action is needed if we are to avoid irreversible damage to
our ecosystems and the future of this world we live in. And
this action is needed from all sectors, countries, businesses
and individuals.
It’s time to join together and identify exactly what actions
need to happen in order to get to zero carbon emissions
by 2050 as was agreed as part of the Paris Accord in 2015.
The business and investment consequences of reaching that
target are very important too. That’s where we’re coming
from in this special focus on ESG investing (environment,
social and governance) because the “climate emergency”
which you will have heard much about on the news lately
extends to the financial planning profession too.
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EXPERT-LED THINKING
Our thanks go to all our contributors this month. We talk
to Damien Lardoux, of Chartered Financial Planning firm
EQ investors, about the firm’s approach to sustainable
investing and find out why they place such a high
importance on it. James Lawson of Tribe Impact Capital
discusses how impact investing can improve the quality
of your client relationships. Julia Dreblow looks at the
detail of investment funds and sheds some light on how
you can distinguish the similarities and differences of the
plethora of sustainable investment funds which are now
available in the UK market. Ben Constable-Maxwell of
M&G gives a fund manager’s perspective on the context
and growing importance of impact investing and explains
key differences in approaches that you can consider. We’ve
got more manager input from Pictet Asset Management,
with Ivo Weinohrl sharing insight into how the creation of
smart cities is providing exciting business and investment
opportunities. Finally, Amanda 0’Toole of Axa WF
Framlington reminds us of how CleanTech means different
things to different people as she looks as the four big
themes which are at the forefront of this drive to live in a
cleaner way; sustainable transport, smart energy, recycling
and responsible nutrition.
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NOW IS THE
TIME FOR IMPACT
Attitudes are changing fast when it comes to the environment.
Impact investing can no longer be ignored by advisers as
clients’ objectives are increasingly recognising the inevitable
move towards sustainability. Ben Constable-Maxwell, Head of
Sustainable and Impact Investing at M&G highlights why impact
investing is set to become mainstream in the very near future

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 much-needed 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 1.5C. 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.
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
WHO. As an example, the European Parliament estimates
that losses linked to health inequities cost around 1.4% of
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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.

The world generates two billion
tonnes of waste annually, and
by 2050 it is estimated that if
we carr y on as we are, there
will be more plastic in the
oceans than fish (by weight).

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

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 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.
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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.
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.
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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 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 SDGs. Along those lines, there are several areas that
impact investors have to consider, beyond the financial
investment case for a business.

August 2019

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 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
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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.

Ben Constable-Maxwell is Head of Sustainable and
Impact Investing at M&G
Ben joined M&G in 2003 as an Investment Specialist
in the Global Equities team. He is a founding member
of M&G’s Responsible Investment Advisory Forum and
has been central to the development of ESG at M&G,
leading on sustainability issues for M&G and supporting
the development of ESG client solutions.
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SORTING THE WHEAT…
FROM THE WHEAT
As an adviser, how can you ensure that you meet your clients’ needs
by making use of the similarities and differences between the different
sustainability funds which are available in the UK today? Julia Dreblow,
Director SRI Services and founder of the Fund EcoMarket fund tool, sheds
some light on this exciting sector which is growing rapidly in importance

M

y previous article which appeared
in the May edition of IFA Magazine
ended with a climate change related
quote from Mark Carney, Governor
of the Bank of England where he
said ‘…the task is large, the window of opportunity is short,
and the stakes are existential’. Since his speech in March the
focus on this area has increased dramatically.
Extinction Rebellion has grabbed headlines calling for
the recognition of a ‘climate emergency’, Greta Thunberg
has taken the country by storm, David Attenborough has
articulated his fears in the documentary ‘Climate Change
the Facts’ - and the Climate Change Committee has
mapped the UK’s route to ‘net zero’ carbon emissions,
by 2050.
Some of this you may love. Some you may loathe. But
unless you have been away on a desert island you will have
found it impossible to have missed it all.
As members of the somewhat elite finance and investment
‘gatekeeping community’ you should not seek to overlook it
either. Your work puts you (and your interested clients) in
a fantastic position to do something about climate change
- and if that is not enough, it is very clear that much money
will be made and lost as a result of climate change and
sustainability issues over the next few years.
INVESTMENT ANALYSIS
But how do you carry out effective due diligence on the
investment funds which operate in this exciting sector?
In this article I will explore the variation in sustainable
investment fund choices and why they suit particular clients
with their differing opinions and financial objectives.
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THE STARTING POINT
Firstly, you’ll need to identify fund options that have a
genuine emphasis on sustainability, either through their
themes, screens, objectives or investment universe.
However, understanding how funds with sustainability
stategies actually operate can be somewhat baffling – and a
genuine concern, given that Googling fund holdings is an
ever-present option for clients. (‘Greenwash’, for the record,
is a genuine risk in this area, but the far greater risk is
misunderstanding funds through a lack of information.)
The way forward lies in understanding fund strategies
and gathering ‘evidence’ as required.
THE POWER OF THREE
The first point to recognise is that there
are many ways to support and encourage
more sustainable business practices and
therefore lifestyles. Fund managers
have three main strings to their bow:
deciding ‘where to invest’ (positive
stock selection), deciding where
‘not to invest’ (avoidance –
whether explicit or implicit) and
through the relationship they
have with investee companies
(responsible
ownership/stewardship).
All three are important
but need not be
employed in the
same way by
all funds.
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CLASSIFICATION CRITERIA
Some of the areas we focus on when trying to understand
or classify a fund include:
• What does the fund strategy say about ‘sustainability’?
How does the manager describe their strategy? eg a
focus on ‘positive impacts’, helping to ‘effect change’ or
improved ‘risk management’?
• Where does the fund invest? And do holdings look like
they align to fund objectives?
• Are some (or many) industries out of bounds?
• Is there publicly available evidence of voting, engagement
or other significant stewardship (responsible
ownership) activity?
• What resources do they employ, inhouse or externally?
• Do they collaborate with (and learn from) others to
amplify their work
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4. Core aim: to deliver competitive performance by
investing in companies that display strong sustainability
policies and practices.
5. USP: can play an invaluable role in helping to deliver
potentially game-changing progress in very
large companies.
These funds may hold investments that surprise clients,
such as FAANGS, banks and occasionally oil or mining
companies, however advisers often like their alignment to
conventional benchmarks.
If queried, advisers should check fund manager
‘stewardship’ activity, particularly votes against
management and resources - especially for passive funds
with light exclusions.
Active fund managers with options of this kind include:
Sarasin Partners, M&G, Quilter Cheviot, LGIM, Royal
London, Pictet, Stewart Investors and Brown Advisory.
GROUP 2. SMALL & MID-CAP WEIGHTED

• And finally - is the manager keen to communicate their
activity - or would they prefer people like me to
stay away!?

1. Stock selection: significant exposure to small and mid
cap companies that are delivering or developing
solutions to environmental and social challenges.

With the exception of the final point, all of these are
highlighted on our free (fund manager sponsored) Fund
EcoMarket database – which is my way of contributing to
transparency and amplifying my experience in this sector!

2. Risk management: managers typically know their
companies well and may review some elements of ESG
on a company by company basis – focusing on relevance
and materiality.

STRAW MEN

3. Active ownership: relatively few engagement
opportunities given the nature of the companies held.

The following three groups (‘or straw men’) are based
on the ‘Policies’, ‘Approaches’ and ‘Corporate Activity’
filters on that tool - and aim to help illustrate
common combinations, and their benefits:
GROUP 1.

LARGE-CAP WEIGHTED

1. Stock selection: significant large-cap
exposure, invested across most sectors,
favouring ‘best in sector’ companies that
show ‘sustainability leadership’ relative
to their peers.
2. Risk management: carry out
extensive ESG research to
help reduce risk.
3. Active Ownership: vote
shares at AGMs with the
aim of encouraging
often very large
companies towards
more sustainable
business practices.
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4. Core aim: to deliver competitive performance by invest
in future winners - companies that are innovating,
driving or facilitating the shift towards more
sustainable lifestyles.
5. USP: can play an essential role by driving much needed
investment towards often smaller pure play, positive
impact, solutions companies.
Clients often love to invest in companies that are focused
on solving problems like replacing plastics, clean energy,
resource efficiency etc – but possible deviation from
standard benchmarks can worry advisers.
Advisers should consider the benchmark the fund uses
(or their own preferred benchmark) and sense check its
constituents against the client’s opinions, investment term
and external factors such as
regulatory shifts.
WHEB, Foresight, Triodos, M&G, Jupiter, Montanaro and
Impax all offer funds of this kind.
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GROUP 3. WIDE (SUSTAINABLE)
INVESTMENT REMIT
The third group combines elements of the two
strategies above typically employing positive,
sustainability-focused stock selection to gain exposure to
both ‘pure play’ companies and some larger caps.
Contentious activities are mostly avoided and engagement
activity is focused on any grey areas. ESG risk is minimised
through research, with judgement calls made if a risk is
considered acceptable.
Engagement opportunities are however lower than for
Group 1 (because of where the fund invests) and exposure
to ‘pure play’ (specialist) companies is lower than Group
2. However, as fund assets grow there may be important
opportunities for both.
Funds of this kind are available from Liontrust, EdenTree,
Kames, Rathbones, Pictet, JanusHenderson, Jupiter,
Triodos, Sarasin and Partners and Standard Life.
This group accounts for around half of the 43 onshore
sustainability-themed OEIC funds available today, as
well as many ‘ethical’(screened and themed) funds and
‘environmental’ funds. (Noting that funds vary and some
managers have multiple strategies.)
To delight clients with funds that closely match their
personal aims, we recommend that advisers read the
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additional information supplied by fund managers
as this can provide an important insight into fund
strategies and ‘what makes the fund manager tick’.
Heading down this route can also be a journey
of discovery for advisers – and clients -too. Many
advisers have reported that sustainable investment offers
unparalleled opportunities to demonstrate the value of ‘one
to one’ financial planning advice - and takes their client
relationships to a whole new level! What’s not to love
about that?

About Julia Dreblow
Julia Dreblow is a founding
director of SRI Services and
runs the fund manager
supported FundEcoMarket.
co.uk tool that is designed
to enable financial advisers
to match clients’ aims to
sustainable, responsible
and ethical fund options.
She has been a leading
proponent of this area
for over 20 years and
in addition to running
Fund EcoMarket, being
a director of UKSIF - and on various advisory boards
- does consultancy, policy consultation work, media,
events and speaking engagements.
www.FundEcoMarket.co.uk
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ALIGNING CLIENTS'

INVESTMENTS WITH THEIR VALUES

EQ Investors is an award-winning chartered financial planning firm with
over 60 staff in London and 2,000 clients all around the UK. It is also one of
the fastest growing wealth managers in the UK with a strong sense of
being a member of a wider community. Sue Whitbread talks to
Damien Lardoux, Head of Impact Investing at EQ investors, about how
and why the business is so committed to sustainable investment principles

SW: WHY IS THE INTEGRATION OF SUSTAINABLE
INVESTMENT STRATEGIES SO IMPORTANT TO
YOUR BUSINESS?
DL: EQ Investors (EQ) is a staff-owned chartered wealth
manager. Our ethical approach to doing business has won
us the favour of clients across the UK.

We are proud to be one of first UK companies to be
awarded B Corporation status, an internationally
recognised standard for companies that believe in
business as a force for good. We operate a Matched Giving
programme to help our clients and staff to raise extra
funds for their favourite causes and we have set up the EQ
Foundation as a registered charity.
The EQ Positive Impact Portfolios which we launched in
2012 are a unique proposition for investors who care about
how and where their money is invested. The portfolios
invest in funds which can show that they are supporting
companies taking steps to achieve a social or environmental
impact as well as a financial return.
The reason for launching the portfolios six years ago is
that at the time, socially concerned investors could access
solutions focused on negative screening, but we wanted
to focus on the positive impact. The best companies have
always been the ones that innovate, find new ways to serve
real needs and solve real problems, and we wanted to
capture these impact investment opportunities.
In addition to offering these to our own private clients,
these are also available as a DFM service to IFAs via
nine platforms.
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SW: WHAT ABOUT CLIENTS? HOW CAN ADVISERS
BEST MANAGE THE FACT-FINDING PROCESS
TO ENSURE THAT CLIENTS’SUSTAINABLE/
ETHICAL VIEWS ARE PROPERLY IDENTIFIED AND
INTEGRATED INTO THE PLANNING PROCESS?
DL: In terms of our DFM service, what really matters
is the way the subject is approached by advisers with
their clients. In our experience, a number of advisers
avoid the subject for various reasons such as beliefs
around underperformance, lack of confidence answering
questions or additional complexity in the advice process.

Others tend to ask clients whether or not they have any
ethical concerns that should be reflected in their investment
portfolio. By phrasing it with negatively connoted words,
clients can decline to pursue the discussion any further.
Even for those clients expressing an interest, we have
seen examples of questionnaires with up to 50 different
questions which, as you would expect, can be
quite overwhelming.
In our experience, clients engage a lot more with the subject
when it is kept simple and positively phrased. For example,
some advisers ask the following question to their clients as
part of their fact finding process – “Would you like your
investments to make a positive impact on society and
the environment?” and the response is overwhelmingly
positive. This gives them a fantastic advantage versus their
peers. A survey last year showed that fewer than 10% of
advisers are discussing sustainable investing with a majority
of their clients.
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SW: IS THE SUSTAINABLE APPROACH CONSIDERED
FOR ALL RELEVANT CLIENTS OF THE BUSINESS OR
JUST THOSE WHO HAVE ETHICS OR SUSTAINABLE
INVESTMENT AS A STATED CORE VALUE
AND OBJECTIVE?
DL: For the advisers we work with, the EQ Positive
Impact Portfolios are one item on the menu which being
presented to clients alongside other active and passive
investment options. Obviously, for those that have
expressed a strong interest for having their investments
aligned with their values, our proposition either on a
model portfolio or bespoke basis is usually a great fit.

Interestingly, a number of advisers see our portfolios as
a good diversifier to other strategies they offer to their
clients. The positive impact approach has been designed to
take advantage of the many challenges that we are facing.
We invest in companies which develop solutions tackling
climate change, inequality or unsustainable economic
development. As a result, our focus on innovative, high
growth and profitable companies would significantly
differentiate our proposition to more traditional
investment strategies.
SW: HOW DO YOU MANAGE THE PROCESS
OF FUND/INVESTMENT SELECTION AND ASSET
ALLOCATION WITHIN THE BUSINESS? IS DUE
DILIGENCE MADE MORE COMPLICATED WITH AN
EXTRA FILTER FOR SUSTAINABILITY?
DL: Sustainability (impact) is a key part of our
investment process. To start with, our asset allocation
discussion will go beyond regional analysis and debate
which themes are going to drive returns over the medium
to long term. For example, we consistently debate on
how the energy sector is being disrupted by the rise of
renewable energy and its potential future impact on
revenue and earnings growth.
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Of our investment team comprised of 13 people, six are
focused on fund research analysis. This is a key part of
our process and again sustainability plays an important
role. Indeed, there is growing evidence that embedding
environmental, social and governance factors into an
investment process can help decrease downside risks and
improve returns overtime. Embedding sustainability within
our process has helped us to have a more holistic approach
and better understand future drivers of returns both from a
sector and company specific perspective.
SW: DO YOU SEE A CONFLICT BETWEEN
SUSTAINABLE INVESTING AND MAXIMISING
INVESTMENT RETURNS?
DL: This is one of the questions that we get asked the
most. Often, there is the misconception that making a
positive impact on society and the environment must
come at the expense of performance. At EQ, we firmly
believe the opposite to be true. Indeed, there is ample
evidence that it can boost company profitability and your
long-term investment returns.

Impact investing aims to invest in companies that have
turned pressing societal needs into profitable, long-term
business opportunities. The track record of impactful

Impact investing is here to
stay. More and more people
understand that we need to
sustainably manage our planet ’s
resources and ecosystems.
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investments so far shows that they have the ability to
outperform conventional equivalents and that their
innovative business models are highly profitable – as we
show in our second annual impact report.
Albeit a shorter track record versus traditional investing,
the EQ Positive Impact Portfolios have outperformed their
conventional benchmarks since their launch six years ago.
SW: WHAT ARE YOUR VIEWS ON THE FUTURE FOR
SUSTAINABLE INVESTING? IS IT A TREND WHICH
WILL REVERSE OR DO YOU SEE IT BECOMING
MAINSTREAM IN THE NEAR FUTURE?
DL: Impact investing is here to stay. More and more

people understand that we need to sustainably manage
our planet’s resources and ecosystems. The BBC’s Blue
Planet series has raised awareness of plastic pollution
and seen a shift towards reducing single-use plastics.
Meanwhile governments are being pushed by activists and
consumers to pay more attention to environmental issues.
Increasingly individuals are now looking to make
a positive impact by aligning their values with
their investments.
The UN estimates that $5-7 trillion of investment is
needed annually to solve the 17 most pressing global issues
(represented by the UN’s Sustainable Development Goals)
by 2030. The SDGs cover social and economic development
issues, including poverty, hunger, health, education,
global warming, gender equality, water, sanitation, energy,
urbanisation, environment and social justice.
With an investment gap of approximately $2.5 trillion,
impact investing is one approach that is needed to bridge
this void.
SW: WHAT WOULD BE YOUR ADVICE TO OTHER
FINANCIAL PLANNING FIRMS WHO MAY BE
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CONSIDERING THE INTEGRATION OF SUSTAINABLE
INVESTMENT INTO THEIR BUSINESS?
DL: It is clear that there is strong investor demand for
impact investing. Looking ahead, as impact reporting
continues to improve, it raises the prospect of a broader
group of investors being brought in to the sector, attracted
by greater clarity on how better social and environmental
outcomes for society are fulfilled by their investment
actions. We recommend they get on-board.

EQ Investors:
Total number of employees: 65
Assets under management: £850m+

About Damien Lardoux,
Head of Impact Investing,
EQ Investors
Damien has an MSc in
Management from Reims
Management School and
an MSc in Wealth and
Asset Management from
ESCP-EAP Paris Business
School. He is also a CFA
charter holder, being a
regular member of the CFA Institute and CFA
UK society.
Before joining EQ Investors, Damien worked for Bank
of America Merrill Lynch being responsible for asset
allocation, security selection and portfolio construction.
Damien now acts as the portfolio manager for the
EQ Investors Positive Impact portfolios and brings an
incredible enthusiasm for spreading the word about the
benefits of impact investing.
Damien is a devoted sportsman, playing judo and
squash on a regular basis. He also enjoys hiking, both in
the UK and to places such as the Himalayas
and Kilimanjaro.
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COMING
CLEAN
Amanda O’Toole, manager of the AXA WF Framlington
Clean Economy fund highlights the growing importance
of the CleanTech market when investing sustainably

Huge demographic, environmental and economic changes
are influencing the political and social drive to find clean
technology solutions, with the global CleanTech market
predicted to expand to $1.3 trillion by 2020, up from
$601bn in 20141.
CleanTech means different things to different people but
we look at it via four big themes which are at the forefront
of this drive to live in a cleaner way; sustainable transport,
smart energy, recycling and responsible nutrition.
A global trend, it currently gives us a universe of 1,100
listed, investable companies around the world, of which 700
have the highest exposure to it. But we think the market
has the potential to expand substantially from here for a
number of reasons.
Firstly, the universe itself currently has a structural growth
rate of more than 10% per annum, something which on
its own is a very attractive characteristic, but when put
in a wider context versus other industries offers a variety
of benefits.
Structural trend growth, for example, can be far more
resilient to any slowdown in the global economy.
Take precision agriculture. This emerging farming
management concept aims to enhance crop yields by
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implementing information-based decision making.
With countries around the world at different stages of
implementation, we believe it has the potential to last for
many years, just as previous agricultural revolutions have
been multi-decade events.

CleanTech means different things
to different people but we look
at it via four big themes which
are at the forefront of this drive to
live in a cleaner way; sustainable
transport, smart energy, recycling
and responsible nutrition

The potential longevity of that trend is true across the
CleanTech universe. One just has to look at China and its
desire to rely far more heavily on renewable energy to fuel
its economy. This is being manifested by cutting down on
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dirty coal power and shifting to renewable energy, so even
if electricity demand does fall in the event of a downturn,
renewable demand is likely to be more resilient because it is
favoured over other power sources.
Clearly, if the global economy slows it will still be impacted,
but in essence CleanTech is not relying on the world
growing in order to grow itself.
Finally – and one factor which should not be
underestimated – is the desire by the populace at large to
live in a better and more sustainable way.
This should continue to create a powerful underlying
growth driver which is largely protected from the cyclicality
of economies.
Of course, one has to pick the right companies to benefit
from these trends as there will be winners and losers.
But one thing is certain – these trends are getting stronger
and more prevalent, and can quite simply no longer be
ignored, with corporates across the world increasingly
recognising this.
1

About Amanda O’Toole
Amanda is a Global Portfolio Manager at Framlington
Equities. Amanda was previously a member of the
Emerging Markets team with a focus on energy,
utilities, consumer and healthcare. Prior to joining AXA
IM, Amanda was an Investment Analyst at Nevsky
Capital, covering Europe and then Emerging Markets
across a range of sectors with emphasis on energy,
utilities and consumer. Amanda began her career at
PricewaterhouseCoopers, initially in Corporate Recovery
and latterly in Corporate Finance. She holds a BA (Hons)
in Economics from the University of Newcastle Upon Tyne
and is an Associate Chartered Accountant.

Financier Worldwide, “Investing in the clean technology revolution”, 		
January 2016, cited via the AXA Investment Managers website.
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URBANISATION: THE SMART
INVESTMENT OPPORTUNITY
Urbanisation is putting pressure on infrastructure and the environment.
To thrive, cities need to get smarter and work more closely with
the private sector. Ivo Weinöhrl, Senior Investment Manager,
Pictet-SmartCity Fund, sets out the rationale behind the strategy
and why it represents a compelling investment opportunity.

C

ities may occupy just 2 per cent of the earth’s
land surface, but they are home to more than
half of the world’s population and generate
80 per cent of all economic output1. And
their dominance is growing: by 2045, an extra 2 billion
people will live in urban areas. The expansion of urban
centres is sure to put pressure on infrastructure, resources
and the environment. Encouragingly, those responsible for
planning and building the cities of the future are up to the
challenge. Worldwide, authorities are working ever more
closely with the private sector in an effort to make our cities
safer, more sustainable and better connected.

BUILDING THE CITY

That’s good news for the planet. It’s also good news for
investors. That’s because the emergence of smart cities
should promise to create important business opportunities
for a wide range of companies that contribute to urban
development. Indeed, while the world economy is
expanding by just 3 per cent a year, there is the potential for
urbanisation-related firms to grow their revenues by more
than 15 per cent per annum2. Policy is also increasingly
supportive of the move to smart cities. For example, the
development of “smart cities” is central to the United
Nations’ Sustainable Development Goals (SDGs). Under
SDG 11, the United Nations specifically calls for additional
urban investments through to 2030 to “make cities
inclusive, safe, resilient and sustainable”3.

RUNNING THE CITY

According to Citigroup, that alone would necessitate some
USD2.1 trillion of annual investment across infrastructure,
housing, education, health, recreation and buildings4.
The investment opportunities we see emerging can be
split across three broad areas of activity: building the city,
running the city and living in the city.
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More people need more buildings: houses, offices, schools,
leisure centres. The challenge is to design, plan, construct
and finance these buildings in an efficient and sustainable
fashion. China and India alone require up to 2.8 billion
square metres of new residential and commercial space a
year5. Although there are efforts underway to build higher
to save space and reduce urban sprawl, conventional
skyscrapers tend to be environmentally unfriendly in
construction and operation – which ultimately also makes
them expensive.

Sixty per cent of cities’ economic growth is coming from
a growing population, and 40 per cent from improving
labour productivity6. To run efficiently, urban areas need
better transport, water, energy and waste management
infrastructure, logistics facilities and public services from
healthcare to education. Combatting poor air quality is also
a priority for metropolises – especially in China – while
waste disposal and treatment is becoming a bigger problem
as population sizes grow. Businesses that help cities run
smoothly and sustainably, therefore, should do well.
Of the USD81 billion that will be spent on smart city
technology this year, nearly a quarter will go into fixed
visual surveillance, smart outdoor lighting and advanced
public transit, according to the International Data
Corporation7. Eventually, this is likely to mean high speed
trains and driverless cars. Consultancy McKinsey forecasts
that up to 15 per cent of passenger vehicles sold globally
in 2030 will be fully autonomous, while revenues in the
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automotive sector could nearly double to USD 6.7 trillion
thanks to shared mobility (car-sharing, e-hailing) and data
connectivity services (including apps and car
software upgrades)8.

All of this is good news for companies that provide
such services.

Changing consumer tastes are also calling for new types
of infrastructure. Today’s city dwellers, for example,
increasingly shop online and expect ever faster delivery
times. To meet their needs, modern urban areas need the
support of last-minute distribution centres, backed by
out-of-town warehouses.

Many of these innovations already exist. McKinsey
estimates that adopting a smart city concept can improve
key quality-of-life indicators, such as health, safety and
environmental quality, by 10 to 30 per cent.

At their smartest, cities will combine what is good for the
planet with what is good for the economy. A recent report
by the Global Commission on the Economy and Climate
found that investing in lower-emission public transport,
using more renewable energy and increasing efficiency
in commercial buildings and waste management in cities
could cut energy costs by about USD17 trillion worldwide
by 2050, as well as cut commuting times and improve
general liveability9.
LIVING IN THE CITY
Finally, as well as creating more efficient cities, we need
to find new and better ways to live and work in them, not
least in making people’s lives more flexible using innovative
technology. We believe that healthier convenience food
represents a significant opportunity linked to urban living
as city dwellers have less time or inclination to cook. In the
US alone, households spend USD730 billion on takeaways
and eating out – 43 per cent of their total food budget10.
Flexible offices are another growth industry. Globally, the
number of people using co-working spaces has tripled
over two years to 1.74 million, and is forecast to reach 5.1
million by 202211.
Demographic developments are also shaping the demands
of city dwellers. A growing number are single, for example,
creating appetite for a wider variety of housing options for
residential living (e.g. smaller apartments and shared flats).
Because of the tendency of urban housing to be smaller, a
market for self-storage facilities, bicycle parking and various
sharing economy initiatives is emerging. With more parents
working, meanwhile, there is a greater need for childcare.

At their smartest, cities will combine
what is good for the planet with
what is good for the economy.
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SMART AND SUSTAINABLE

We think that embracing it – and continuing to innovate
– is crucial for the future of our increasingly urban world,
where efficiency and sustainability go hand-in-hand.
There clearly should be, therefore, a sizeable investment
opportunity with superior growth prospects. Investors can
benefit from it by helping to shape the smart cities of
the future.
[1] World Bank, “Urban development overview”, June 2018
[2] Arthur D Little, “Smart cities – turning challenge into opportunity”, 2016
[3] UN, 2015
[4] Citigroup, 2018
[5] McKinsey, “Urban world: mapping the economic power of cities”, 2011
[6] World Economic Forum, “Migration and its impact on cities”, October 2017
[7] IDC, “Worldwide semi-annual smart cities spending guide”, July 2018
[8] McKinsey, " Automotive revolution – perspective towards 2030”, January 2016
[9] The Global Commission on the Economy and Climate, “Accelerating low-carbon
development in the world’s cities”, September 2015
[10] US Department of Agriculture Economic Research Service, 2014 data (latest
available data)
[11] Global Coworking Unconference Conference, December 2017

About Ivo Weinöhrl
Ivo joined Pictet Asset Management in 2016 and is a
Senior Investment Manager for the Smart City strategy
in the Thematic Equities team.
Before joining Pictet, Ivo worked at Deutsche Asset
Management where he held joint responsibility for the
DWS Top Dividende fund. His investment management
career at Deutsche also included being the lead
manager for a global value fund and managing US
equity funds – including a high dividend strategy.
Ivo holds a Diplom-Kaufmann in Business Administration
& Electrical Engineering from the Technical University of
Munich and is a CFA charterholder.
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CHANGE FOR

GOOD

How can impact investing improve the quality of your client
relationships? James Lawson of Tribe Impact Capital highlights
practical ways you can build greater engagement with clients

Perhaps on your last holiday you were shocked at the
amount of rubbish on the beach. Or you sympathise
with the strain that nurses and GPs endure as a part of a
stretched health service. Or you’ve watched one of David
Attenborough’s recent epics on the BBC or Netflix1. Or
you’ve read that the interest in sustainable and impact
investing is twenty times higher than traditional investing2.
Where ever you’ve been in the past twelve months, you’ll
recognise that sustainability and impact are hot topics.
But the key challenge as a professional adviser is what
should you do about it? Can you better-use the exclusion
lists on your due diligence questionnaire, are any existing
ethical investments inappropriate, or how do you even
start this conversation with your client, if you have not
done so before?
It’s a challenge which we’ve been supporting advisers with
for the past three years and has culminated in our Impact
Discussion Guide. I’d like to share some of the practical tips
from that guide here for both any existing ethical investors
you may have as clients, as well as the rest of your current
and future client book.
WHAT TO DO ABOUT YOUR EXISTING
“ETHICAL” CLIENTS
With those clients whose objectives focus on ethical
investments, you’ve probably had a conversation around
topics/sectors they want to avoid: alcohol, fossil fuels,
tobacco, etc.
In discussing sustainability we suggest three steps. First, we
should acknowledge that there’s nothing wrong with using
negative screens. It’s just that there may be a better way.
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At Tribe we position negative screens as “avoiding the
problem”, which is to be distinguished from impact
investing’s mantra of “finding the solution”.
The next step with those of your clients who have ethical
investments is to get to the bottom of what they see as
“the problem” and why. So, for tobacco exclusions, their
underlying concerns may be around healthcare and
addiction for those excluding tobacco. Or those with oil
and gas exclusions may see “the problem” as environmental
degradation and climate change.
The third step is to match “the problem” with a potential
solution. For example, global carbon emissions reached
an all-time high of 33.1 gigatons in 20183; so oil and gas
emissions are a problem. Rather than excluding them and
avoiding the problem, a solution might be to consider
including businesses in the client’s portfolio that are
transitioning to low carbon economy, or the electrification
of vehicles, or green infrastructure. For more ways to map
exclusions to underlying challenges and their solutions, see
Tribe’s Impact Discussion Guide.
HOW TO START THE CONVERSATION WITH
“NON-ETHICAL” CLIENTS
This is all about making investment relevant to your clients
and their lives. You will, most likely, have the majority
of your clients in mainstream, non-ethically focussed
investments. Some of these clients will be fascinated by their
investments and regularly query the underlying strategies
and holdings of your selected managers. But most won’t.
The reason that most clients don’t want to talk that much
about their investments is because they’re simply not that
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interesting. Investing is a
fast-moving and complex
environment, coupled
with a lot of noise around
terminology. Clients do
not link their investments
to “real life”. But impact
investing is often directly
connected to issues
that clients are
hearing more
about and which
matter to them. It’s
making investing
interesting. No, it
really is.
Tribe’s Impact
Discussion Guide
has regular snippets
from the news that can
be related to conversations
around investments. For example:
Did you see in April that they found microplastics on
pristine wilderness at the top of the Pyrenees4 and then a
month later, in a separate expedition, plastics were found
at the bottom of the deepest part of the seabed5? Many
industries are trying to find solutions to this including
reverse-vending machine (RVMs) manufacturers. These
RVMs are in supermarkets in the UK and around the
world, where shoppers hand in their plastic bottles in
return for money off their shopping. In doing so, this is
helping to take plastics out of the economy.
Did you know that over a decade ago obesity became
a bigger problem than hunger6? Nutrition is a critical
component of healthcare and there are a number of
businesses that are helping to improve this, such as those
trying to keep the same tastes of popular foods but
eliminate the sugars.
Naturally, there isn’t a single problem nor any simple
solution. But stories like these and others can make
investments interesting again.
WHY STORIES ARE SO IMPORTANT
Rather than being told how the world is affecting their
investments, you can now turn that question on its head
when having discussions with your clients: how are your
investments affecting the world?
We believe that sustainable and impact investments are
directly relevant to your clients and prospects because
they’re related to their everyday lives. Which, in turn, results
in clients becoming more interested and engaged with their
investments and the whole financial planning process. If
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investors understand the stories behind their investments,
Tribe’s research has shown that this makes them more
comfortable with market volatility7. This means they’re
less likely to panic during periods of volatility through the
market cycle, buying high and selling low. So they become
better investors.
These are great outcomes for your clients, your business
and the planet.
A JOURNEY
One of our favourite mantras at Tribe is that perfection is
the enemy of progress. And this is very relevant in the field
of sustainable and impact investing where there will always
be compromises and contentions as the impact market is
still developing. But these are going to be necessary if we
want to make progress and we are open with our clients
about these.
Like many financial advisers, we often use the word
“journey”. Our clients are on one, as we are too. And if we
can support you on yours, please do get in touch. We’re
offering readers of IFA Magazine free access to Tribe’s
Impact Discussion Guide.
For your copy of the guide just email hello@
tribeimpactcapital.com and quote the code IFAMTIDG.
1

See Dynasties (BBC 2018), Climate Change: The Facts (BBC 2019)
or One Planet (Netflix 2019)

2

Tribe Impact Capital, Google Trends, 2018

3

International Energy Agency, 2019

4

Nature Geoscience, 2019

5

The Five Deeps Expedition, May 2019

6

Lancet, 2018

7

Investing for Humans, Tribe 2017 https://www.tribeimpactcapital.com/ 		
news/investing-for-humans/

About James
Lawson
James is a coFounder and
Partner at Tribe
Impact Capital, the
UK’s first dedicated
impact wealth
manager. Tribe
builds portfolios for
wealth holders to
align their financial requirements with their individual
values and the impact they want to create. Tribe is
a B Corporation, as well as signatory to the UN PRI,
UN Environmental Programme Finance Initiative, and
HM Treasury’s Women in Finance. In 2018 Tribe was
elected “Best for the World” (representing the top 10%
of B Corps globally) and won PAM’s Innovation Award
and WealthBriefing’s European Specialist Investment
Manager Award. James started his financial career at
UBS Wealth Management in London and Switzerland.
He then founded the global wealth insight consultancy,
Ledbury Research. He has a Masters in Economics and
holds the CFA designation.
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Solutions for
society’s biggest
challenges
M&G Positive
Impact Fund
Designed to deliver positive impact,
without sacrificing returns.
Our strength is in-depth analysis
and a robust approach to impact
assessment, always taking a
long-term view. And transparency
is key: we publish the investment
and impact thesis of every stock in
the fund, so that your clients can
see the difference their money
is making.
The value and income from 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. There is no guarantee that the
fund will achieve its objective and
you may get back less than you
originally invested.
Visit
www.mandg.co.uk/positiveimpact
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