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Impact investment trends
around the world

Globally: over £120bn invested globally in impact investment by pension funds (source: the GIIn)

65% of pension funds are considering or developing impact-investing strategies (Source: Uk NAB impact investing)

Australia: more than 92% of Australians expect their pension fund to be invested responsibly (Source: Money

Magazine December 2019)
81% of Australia's largest pension funds are committed to responsible investment (up from 70% in 2016)

Netherlands: 58% of the 50 largest pension funds have impact investments (source: VDBO survey 2019)

30% invested in real estate impact funds

France: 90/10 Solidarity Funds — 5-10% invested in high impact social enterprises

Norway: 43% institutional investors currently invest in impact funds, while another 22% plan to do so. (Source:

NNIP survey 2020)

So how does the UK compare? PENSIONS
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https://www.moneymag.com.au/14-greenest-super-funds
https://www.vbdo.nl/wp-content/uploads/2019/11/VBDO-BM-PF-2019-1.pdf
https://www.investmenteurope.net/news/4010825/survey-nearly-half-nordic-institutional-investors-invest-impact-strategies

Impact investment in the UK

57% of British people would like their pension fund to be invested responsibly (source: investing in a Better world, HM
Government)

47% would want their pension switched if it was invested in a way that went against their values

The Make My Money Matter Campaign — targeting individuals to put pressure on their pension funds to invest
impactfully

The Impact Investing Institute - aiming to accelerate the growth and improve the effectiveness of the impact
investing market

But... only a minority of pension funds are already allocating to impact investment (LGPS funds are leading the
way)
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/834207/Investing-in-a-better-wold-full-report.pdf
https://makemymoneymatter.co.uk/
https://www.impactinvest.org.uk/

What is stopping pension funds from allocating to

/ Poll

Achieving Impact through Private Markets

What (if anything) has stopped you from allocating to impact
investments to date?

1. Nothing — we do it already
h 1%

2. Lack of knowledge
_ 38%

3. Concern about scale or speed of deployment
3%

4. Concern about the financial return
|

5. Unclear about the impact return
i 14%

6. Lack of consultant recommendation
20%

Ll

Source: Russell Investments — 2019 summit

1. Lack of knowledge

2. Lack of opportunities - scale or speed
I 13.2%

3. Lack of evidence on expected returns
I 10.3%

4. Lack of consultant recommendation
I 0 221%

5. Concern about fiduciary duty
B 16.2%

6. Nothing - we do it already
T 2.9%

Source: DG Publishing "The Grove” 2018

iImpact investment?

What has stopped you from investing in impact investments?
Corporate DB pension fund responses - Aberdeen Standard Investments
Pensions Intelligence Seminar

Lack of knowledge

Lack of consultant recommendation

Lack of evidence on returns/risk |
Lack of opportunities scle/specc) |

Concern about fiduciary duty
Nothing - we do it already

0% 5% 10% 15% 20% 25% 30%

Source: Aberdeen Standard "Pensions Intelligence Seminar” 2018

35%

What has stopped you from allocating to impact investments to date?

(Pension funds only)

35.3%

1. Lack of knowledge
30%
2. Concern about scale or speed of deployment
4%
3. Concern about the financial return
2%

4. Unclear about the impact return

17%
5. Lack of consultant recommendation

17%
6. Nothing —we do it already

9%

INVESTING WITH
IMPACT SUMMIT

Source. Pensions for Purpose "Investing with Impact Summit” 2019

‘ Four polls, very similar responses

Main barriers

e Lack of
knowledge

e Consultant advice

* Evidence of
returns
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Industry trends: the direction of travel for UK pension funds
A strong desire to shift along the spectrum of capital

Where would you like your pension fund to sit in three years time,

in terms of the Spectrum of Capital.
. - . Score from 1 to 8. (Pension Funds Only)
Voting by de‘!egates_ at th_e Pensmni 1 > 2 4 3 - = 8
for Purpose “Investing with Impact
summit 2019

* 90% want to be investing
sustainably and impactfully in
3 years’ time

18% 18%

9%
o o i ini - 5% 5%
72% want to invest in impact e i i T

driven opportunities ' ‘ INVESTING WITH

IMPACT SUMMIT
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Case study

London Borough of Islington Pension Fund

£1.4 billion - over 20,000 members

2017 — began to reduce exposure to carbon
v' Low carbon passive; sustainable active

Set goals to reach by the end of April 2022
v" Reduce future CO2 emissions = p—
v" Reduce exposure to carbon intensive companies across asset e — Ilington fown sl

classes and industry sectors in the public equity allocation by =8
40%
v Invest 15% of the Fund in sustainability-themed investment

Allocating to impact investments in renewable energy

Considering allocations to social housing
Seeking market rate risk-adjusted returns

Annual measurement of carbon footprint and emissions PENS|ONS
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Defining investor beliefs is an important step
Mapping to the SDGs is becoming popular

SUSTAINABLE (™ & Pension funds are...
DEVELOPMENT 3 %u® ALS

Agreeing an investment thesis for each SDG
 Prioritising those they wish to target

« Incorporating E, S and G investment beliefs into their
Investment Strategy Statements

» Considering how best to align to their SDG priorities in their
investments — the spectrum of capital
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What we are seeing...
SDGs being prioritised by pension funds (although still a small sample)
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Key pension fund take-aways for impact managers

A need for further training and education
— Pensions for Purpose, Impact Investing Institute, Make My Money Matter

Focus on market-rate, risk-adjusted return funds to attract investment

Align your message with the way pension funds are beginning to think about impact investment
- Mapping to the Sustainable Development Goals

Prepare for significant capital flows over the next three years
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www.pensionsforpurpose.com

A collaborative initiative between impact
managers, pension funds, social enterprises
and others involved or interested
in impact investment
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Risk warning

Pensions for Purpose (www.pensionsforpurpose.com) provides an online platform for our Influencer Members, who are
professionals within the pensions sector, to upload features, case studies, blogs, research papers and other information
relating to impact investment for use by the general public and Affiliates (asset owners, government bodies, independent

advisers and journalists).

Information on the website will in part be available to all users, but some sections will be available to Affiliates only.

The information on the Site is not verified by us and we in no way endorse the Members or the Information provided by
Members.

We are not regulated by the Financial Conduct Authority and we are acting as an information centre only.
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http://www.pensionsforpurpose.com/

