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ESG & IMPACT INVESTING

The Evolving Landscape
In an ultra-connected world where transparency is the norm, investors are finding that 

compartmentalizing their values and investment decisions is no longer practical. Recent years 

have seen unprecedented activity across the spectrum from environmental, social and 

governance (ESG) issues to impact investing, with many investors feeling greater pressure to align 

their investments with their values. The focus on ESG & impact investing will intensify as metrics 

improve, practices are standardized and the influence of the millennial generation increases. 

The Evolution of ESG & Impact Investing
Beginning in the 1700s, when faith-based investing became a common practice in communities 

such as the Quakers, ESG & impact investing have undergone continuous evolution.

1990s-2010s 2010+

Emergence of Early 
Socially Responsible 
Investing Model

Investors and fund managers 
begin to incorporate 
investment screening based 
on individual criteria

Development of Current 
Socially Responsible 
Investing & ESG Models

Launch of the UN Principles 
for Responsible Investing 
(UNPRI) and establishment of 
first social responsibility index

Emergence of Impact 
Investing Framework

Development of investment 
frameworks and increase in 
funds targeting impact 
investments with the financial 
rigor of traditional 
investments

1960-1990s



A Shift in Investing Mindset
ESG & impact investing represent a major shift in the general philosophy of investors driven by a 
multitude of factors ranging from changing investor priorities to increased incorporation of ESG 

factors to manage risk – a shift that we expect to continue to develop in the coming years.

Returns

Many investment managers incorporate ESG 
factors as a way of enhancing risk-adjusted 
returns, with the aim of generating alpha

FINANCIAL DRIVERS OF DEMAND

Managing Risk 

Investment managers are also actively using 
ESG investing as a means of managing risk; for 
instance, multiple studies confirm correlations 
between ESG factors and sovereign credit risk

NON-FINANCIAL DRIVERS OF DEMAND

of studies showed high 
ESG-rated companies exhibiting 
market-based outperformance 
Deutsche Bank, 201589% 

of millennials reported interest in 
ESG & Impact related investments 
(vs. 40% of Gen X-ers)63% 

Source: 2014 U.S. Trust Insights on Wealth and Worth® Survey. U.S. Trust, Bank of America Private Wealth Management.

Since 2011, 400 college campuses 
have had divestment movements 
fueled by student activism400

Source: “How College Kids Helped Divest $50 Billion From Fossil Fuel,” Time Magazine. September 22, 2014. 

Media, social platforms and increased overall 
connectivity are leading to increased scrutiny 
and media attention surrounding investment activities

THE NEW GENERATION



The ESG & Impact Investing Spectrum
The spectrum of ESG & impact investing is broad—with ESG investing focused on 
incorporating ESG values into traditional frameworks and impact investing actively 

targeting investments aimed at solving social and environmental issues. Investors need 
to select the approach most suitable to meeting their goals.

ESG INVESTING
The incorporation of ESG values into 

traditional investing frameworks

IMPACT INVESTING
Actively targeting investments aimed at 
solving social and environmental issues

Values Alignment 
Investing

Focuses on aligning 
investor values with 
portfolio investment 

selection

ESG Integrated 
Investing

Supplements a 
fundamental, bottom-up 

investment process 
with values alignment 

considerations

Market-Rate 
Impact Investing

Aims to deliver 
sustained alpha while 

achieving targeted, 
direct impact on 

select issues

Concessionary 
Impact Investing

Seeks to preserve 
capital but may 

sacrifice some financial 
return objectives to 

achieve impact

IMPACTALIGNMENT

Investing With Impact
Some examples of key investable opportunities across the ESG & impact investing landscape

Education Health ResourcesHousing ClimateFinancial
Inclusion

The Takeaway
With a broad, rapidly changing landscape of ESG & impact investing strategies, tools and approaches, 
it is important to work with experienced advisors and investment managers to pursue an investment 

approach grounded in thoughtful portfolio construction, manager selection and portfolio management, 
supported by the breadth and depth of resources appropriate for these central tasks. 
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