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What is impact investing? 

It is an investment made with the intention of generating a 

positive social and/or environmental impact alongside 

financial returns. Impact investments exist across a diverse 

range of asset classes and geographies. Underlying 

investment candidates should demonstrate a clear 

“intentionality” within their business model.  

 

Key features 

 Generates financial returns: impact investing is not 

philanthropy 

 Generates social & environmental performance  

 Uses the UN’s 17 Sustainable Development Goals 

(SDGs) as a roadmap  

 Primary investment focus is on the 

products/services sold by a company, not the 

operations (how the company is run).  

 Measurement of social and environmental impacts 

alongside financial performance  

 Innovation typically plays a strong role in the 

underlying investments 

 Long-term horizon  

 Active ownership/engagement 

 

How is impact investing different from ESG? 

 ESG investing aims to create superior risk-adjusted 

returns by analysing a company’s environmental, social 

and governance factors alongside financial analysis. 

The basis for this is that non-financial issues often 

result in financial consequences, whether good or 

bad. Creating a more complete company profile helps 

investors to judge where a business’s vulnerabilities 

and opportunities lie.  

 

 Although ESG factors are important in impact investing 

(much as fundamentals and valuations are), it is not the 

ESG profile that drives investment decisions. ESG is 

typically concerned with a business’s operations (such 

as employee welfare, supply-chain transparency and 

the structure of the board), whereas impact investing is 

concerned with a company’s output. Does the company 

generate revenue from products/services which help to 

address the world’s environmental and social 

challenges?  

 A high ESG score can exist in almost any sector. An oil 

exploration company with rigorous safety mechanisms, 

robust maintenance capex and strong employee 

welfare, is less likely to experience oil spills, accidents 

and the ensuing fines and reparations (not to mention 

environmental damage). It would justifiably be ranked 

“best in class” from an ESG perspective and is likely to 

be a superior investment opportunity to its peers, due to 

the lower risks (and therefore higher certainty in 

forecasts). However it would be very difficult to define 

this business as a “positive impact” company as, 

regardless of its strong ESG credentials, its revenue is 

derived from the extraction of fossil fuels. 

 

The UN’s SDGs as a road map 

 The UN’s 17 Sustainable Development Goals were 

established in 2012 and aim to cover the key pillars of 

development, namely economic, social and 

environmental targets. All 193 UN members have 

adopted these goals and are working towards them. 

With such widespread take-up, the goals have become 

a de facto blueprint for the impact investment world. 

This is helpful in terms of defining and measuring the 

impact an investment can make, and, of course, 

ensuring it is aligned with the UN’s aims. The goals will 

require an estimated USD 5–7 trillion in annual 

investment and much of this needs to be funded 

through private investment. Finding and supporting the 

enablers of these goals and beneficiaries of this capex 

spend is a key tenet of impact investment.  

 However, as investors, we must exercise caution; not 

all of these targets are accessible through direct 

investment (this is particularly the case with listed 

securities) and there is great scope for “impact 

washing” from those corporates who wish to enhance 

their sustainability credentials. It is critical to the 

credibility of impact investing (and ultimately its 

effectiveness) that the intentionality of investments is 

thoroughly stress-tested.    
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The 17 Sustainable Development Goals (SDGs) established by the UN 

 

 

 

 

 

 

 

 

 

 

 

 

 

   Source: https://www.unpri.orgrs-anid-the-sustainable-development-goals/304.article 

Impact measurement 

 A cornerstone of impact investment is the measurement of non-financial performance alongside financial returns. This allows 

the end investor to have a much more complete picture of the performance of their holdings. For example, in addition to 

traditionally reported metrics such as the share-price performance, tracking error and Sharpe ratio, an impact fund should 

disclose information on certain KPIs which illustrate the degree to which the fund is addressing the UN’s SDGs (or comparable 

goals). Examples include the amount of CO2 avoided, how much clean energy is generated and how many tonnes of materials 

have been recycled.  

 One area of concern in the impact investment community is the comparability and availability of data. Until reporting 

requirements are enhanced, many third-party data providers are having to rely heavily on company disclosure. This can result 

in a combination of estimated and unreliable data. There are therefore no shortcuts to impact measurement. A bank of relevant 

and meaningful KPIs can only be built up over time and with engagement.  

 

The role of “engagement” in impact investing 

 Engagement refers to the communication between suppliers and consumers of capital. It enables investors to both understand 

(and in some cases shape) corporate strategy, and in the case of impact investing in particular, it can be a useful educational 

tool.  

 Engagement is critical and should be embedded in every stage of the investment process – from the initial investigation of an 

investment, to the impact measurement of a fund holding. A robust and honest bilateral relationship with companies is the most 

effective way to gain clarity on the true intentionality of a business. It also provides the necessary encouragement and support 

for them to deepen and broaden their measurement and disclosure of non-financial KPIs, which are relevant to the investor.  

 To further the effectiveness of impact investment and create broader top-down change, engagement should go beyond these 

bilateral relationships and include collaboration with industry peers, governmental organisations, academics and specialists. 
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Teaching an old dog new tricks: a generalist fund manager’s perspective on Impact Investing 

In September this year two things will happen. I will celebrate thirty years in fund management and, much more importantly, 

we will launch the UBP Impact strategy. 

All of that experience can result in a highly sceptical outlook but occasionally this protective shell is brushed aside by a new 

dynamic or theme that can excite and inspire. 

The extensive work undertaken by the team to build a process and knowledge base ahead of the Impact strategy launch has 

been a steep learning curve for some of us but one that has left me completely convinced that we are onto something big and 

we are early to recognise it. 

Impact will be an exciting theme for all of the powerful reasons that we set out in this paper but I would suggest that the 

concept goes well beyond a thematic and becomes an essential tool that is vital in the way we understand and analyse all 

company fundamentals.  

We are in the foothills of learning how to view companies through this lens and as we engage with companies it has become 

absolutely clear to me that this is virgin territory where investment insight can be uncovered for the first time.  

Many companies do not yet even produce sustainability reports, do not have all the answers to our questions and tell us that 

we are often the first to ask them. This gives us a big advantage as we fundamentally engage with companies rather than 

relying on incomplete screening datasets. This is art not science – stock-picking territory. 

Benjamin Graham famously said “In the short run, the market is a voting machine but in the long run, it is a weighing machine.” 

I imagine him adding all of the key long-term value drivers, assets and liabilities to each side of his scales as he assessed 

each investment opportunity.  

Put simply Impact, positive and negative, can be seen as a major long-term value driver that as yet has not been fully ‘weighed 

up’. Companies with positive impacts will see opportunity and growth while those with negative impacts will face remedial 

costs, regulation and decline. For most there will be a balance. 

The Impact strategy will select companies that tip the scales decisively to the positive and it is our task to identify them before 

others do. It is exciting, new work and I am confident that we have the skills to achieve this. 

Scott Meech 
Co-Head of the European Equity Team 
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Disclaimer 

This is a marketing document and is intended for informational and/or marketing purposes only. This document is confidential and is intended only 
for the use of the person(s) to whom it was delivered. This document may not be reproduced (in whole or in part) or delivered, given, sent or in any 
other way made accessible, to any other person without the prior written approval of Union Bancaire Privée, UBP SA or any entity of the UBP 
Group (“UBP”). This document reflects the opinion of UBP as of the date of issue. 

This document is for distribution only to persons who are Qualified Investors in Switzerland or Professional Clients, Eligible Counterparties or 
equivalent category of investors as defined by the relevant laws (all such persons together being referred to as “relevant persons”).This document is 
directed only at relevant persons and must not be acted on or relied on by persons who are not relevant persons. It is not intended for distribution, 
publication, or use, in whole or in part, in any jurisdiction where such distribution, publication, or use would be unlawful, nor is it directed to any 
person or entity to which it would be unlawful to direct such a document. In particular, this document may not be distributed in the United States of 
America and/or to US Persons (including US citizens residing outside the United States of America). 

This document has not been produced by UBP’s financial analysts and is not to be considered as financial research. It is not subject to any 
guidelines on financial research and independence of financial analysis. 

Reasonable efforts have been made to ensure that the content of this document is based on information and data obtained from reliable sources. 
However, UBP has not verified the information from third sources in this document and does not guarantee its accuracy or completeness. UBP 
accepts no liability whatsoever and makes no representation, warranty or undertaking, express or implied, for any information, projections or any of 
the opinions contained herein or for any errors, omissions or misstatements. The information contained herein is subject to change without prior 
notice. UBP gives no undertaking to update this document or to correct any inaccuracies in it which may become apparent. 

This document may refer to the past performance of investment interests. Past performance is not a guide to current or future results. The 
value of investment interests can fall as well as rise. Any capital invested may be at risk and you may not get back some or all of your original 
capital. In addition, any performance data included in this document does not take into account fees and expenses charged on issuance and 
redemption of securities nor any taxes that may be levied. Changes in exchange rates may cause increases or decreases in your return. 

All statements other than statements of historical fact in this document are “forward-looking statements”. Forward-looking statements are not 
guarantees of future performance. The financial projections included in this document do not represent forecasts or budgets, but are purely 
illustrative examples based on a series of current expectations and assumptions which may not eventuate. The actual performance, results, 
financial condition and prospects of an investment interest may differ materially from those expressed or implied by the forward-looking statements 
in this document as the projected or targeted returns are inherently subject to significant economic, market and other uncertainties that may 
adversely affect performance. UBP disclaims any obligation to update any forward-looking statement, as a result of new information, future events 
or otherwise. 

It should not be construed as advice or any form of recommendation to purchase or sell any security or funds. It does not replace a prospectus or 
any other legal documents that can be obtained free of charge from the registered office of a fund or from UBP. The opinions herein do not take into 
account individual investors’ circumstances, objectives, or needs. Each investor must make his/her own independent decision regarding any 
securities or financial instruments mentioned herein and should independently determine the merits or suitability of any investment. In addition, the 
tax treatment of any investment in the fund(s) mentioned herein depends on each individual investor’s circumstances. Investors are invited to read 
carefully the risk warnings and the regulations set out in the prospectus or other legal documents and are advised to seek professional advice from 
their financial, legal and tax advisors. 

The tax treatment of any investment in the Fund depends on your individual circumstances and may be subject to change in the future.  

The document neither constitutes an offer nor a solicitation to buy, subscribe for or sell any currency, funds, product or financial instrument, make 
any investment, or participate in any particular trading strategy in any jurisdiction where such an offer or solicitation would not be authorised, or to 
any person to whom it would be unlawful to make such an offer or invitation. 

Telephone calls to the telephone number stated in this presentation may be recorded. When calling this number, UBP will assume that you consent 
to this recording. 

UBP is authorised and regulated in Switzerland by the Swiss Financial Market Supervisory Authority and is authorised in the United Kingdom by the 
Prudential Regulation Authority. UBP is subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation 
Authority. 

http://www.ubp.com/

