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•

All investments have consequences
and therefore have an impact.

•

There is a need and an opportunity
for impact strategies in listed equities.

•

It all starts with knowing your impact,
measuring it and embedding it in an
appropriate framework.

•

The impact perspective can and
should be applied at each step of the
investment process in order to reap
the financial and non-financial benefits.

Sizing the need for impact investing

Sources: GIIN, UNCTAD, Bank J. Safra Sarasin 2019

Targeting the SDGs: Impact and
Performance in Listed Equities
There are no neutral investments
Sustainable investing means different things
for different people, and investment goals
can differ considerably. All investments
however have consequences — not only for
individual investors, but also for communities, the environment and the economy at
large. Whatever the investment decision finally is, investors influence financial markets and therefore create direct or indirect
impact.
Chart 1 describes the history of sustainable
investing over time. The very first so-called
sustainable investors focused on avoiding
controversial exposure and thereafter reduced access to finance for companies with
business activities and practices not in line
with their values. Years later, some investors had the goal to further minimise negative investment impact and wished to mitigate environmental, social and governance
(ESG) risks across all sectors which led to
approaches more focused on positive
screening and thereby pre-selecting companies that can effectively manage their ESG
risks. In addition to the two motivations described investors focused on newly arising
ESG opportunities by targeting specific, sustainable investment themes such as water,
renewable energy etc.

nied by positive environmental and social
outcomes. It is likely that this evolution from
an initial focus on values and risk mitigation
to a more positive impact-based view will
become core to the concept of sustainable
investing going forward. The rationale for
this assumption is outlined in the following
paragraph.
Chart 1: The sustainable investing journey

Source: Bank J. Safra Sarasin, 2019

While all those sustainable investment tools
and according strategies are still growing,
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There is a need and an opportunity for explicit impact strategies in listed equities
There are different reasons, why the need to
address positive social and environmental
solutions through investment decisions will
become more significant in the future.
1. Relevant sustainable development
frameworks and a global environmental
agenda have been shaped over the last
years. Especially the Paris Agreement that
targets greenhouse gas emissions and related adaptation and finance mechanisms,
and was signed in 2016 by 196 states and
the UN Sustainable Development Goals
(SDGs) that were adopted by the UN General Assembly in 2015 are relevant when it
comes to defining expectations related to
global sustainable development questions
towards investors and companies.
The Sustainable Development Goals
(SDGs)

ro-perspective. But also from a microperspective, the SDGs will be a driver of
revenues and earnings for companies and
will therefore influence asset returns. It is
further likely that companies will become
accountable for external costs caused by
environmental damage for example. The key
sustainability objectives defined by the Paris
Agreement and the SDGs therefore create a
number of business opportunities and are
meaningful not only from a sustainability
standpoint, but also from a purely financial
perspective. Hence, aligning business activities and practices with those frameworks
will likely help companies ensure their future-fitness by pointing to consumer demand
and growth markets, securing access to
needed resources and strengthening supply
chains.
3. On top of providing a contribution to
achieving predefined financial goals, certain
investors use the SDGs as an opportunity to
address the way in how they fulfil their
broader societal role. Especially institutional
investors such as pension funds can use
this framework to communicate to their
beneficiaries about their overall purpose in
a structured way and showcase their full potential in capital markets as well as society
at large.

Source: UN, 2015
The SDGs are a list of the world’s most
pressing sustainability issues and as
such act as the globally agreed sustainability framework. They are made up of a
collection of 17 global goals set by the
United Nations General Assembly in
2015 for the year 2030. They are universal and interdependent goals aiming at
ending poverty, protecting the planet and
ensuring global prosperity.
Civil society, the private sector and governments are asked to translate their development vision into national development plans and strategies. This includes
both, companies and investors who are
requested to contribute to the SDGs
through their business activities, asset
allocation and investment decisions.
2. Achieving the SDGs will likely be a relevant driver of global economic growth.
Providing solutions for these goals will be
the key structural source of return for investors with long-term investment horizons (for
example institutional investors) from a mac-

“Investing with impact is good for the world
and good for the financial results in the long
term.” Eloy Lindeijer, Chief Investment Manager at PFWZ (second largest pension fund
in the Netherlands).
The current impact investing offering in publicly listed equities is still in an early stage.
Chart 2 displays the fact that impact investing opportunities up until now mainly referred to private markets (private equity, microfinance etc.).
Chart 2: Impact investments AUM by
asset class
45%
40%
35%
30%
25%
20%
15%
10%
5%
0%

Source: GIIN, 2018
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For asset managers focused on listed markets, this creates an opportunity to integrate
positive impact considerations into current
investment activities but also to innovate in
order to address the growing demand for
impact investment solutions.
The following paragraphs provide insights on
our view on what impact actually means in
the context of investing activities as well as
our thoughts on how to measure impact and
how to best integrate such considerations
into the overall investment process.
It all starts with knowing your impact
Impact is not easily defined and measured.
This is primarily owed to the fact that it materialises at the end of a complex causal
chain.
Chart 3: An impact is the ultimate effect of
(un)intended activities on a given population or system

Inputs

•What resources are brought in?
•e.g quantity or value of raw
material, R&D,…

Processing

•How are resources employed?
•e.g description or value of
manufacturing, marketing,
distribution,…

Outputs

Outcomes

Impact

•What comes out of the process?
•e.g number or value of water
purifying devices sold

•What is the result of using the
output?
•e.g quantity/share of purified water
in total consumption of the target
population
•What is the ultimate effect on the
target population?
•e.g reduction in water-related
diseases (vs period before the
availability of the device)

Source: Bank J. Safra Sarasin, 2019

Furthermore, impact is multidimensional
and requires assessing what effect companies have on their partners through their
business relationships but also whether
their products and services are part of the
solution (or the problem) in the face of sustainability challenges. The way corporations
ultimately share the realized value and profits with their stakeholders is yet another
piece of the impact puzzle.

Chart 4: The impact puzzle
Shared
Value
Sustainbility
Solutions
Business
Practices

Source: Bank J. Safra Sarasin, 2019

Our portfolio sustainability and impact analysis and reporting framework has been designed to address exactly this challenge and
makes use of proxies such as air emissions, employee costs and turnover per
product categories. This provides us with an
initial understanding of the effect that companies have on their environment at large,
thus allowing for a better integration of impact considerations in our investment process.
Additionality in Impact Investing
The term “additionality” was initially
shaped in international development organisations. It relates to investors aiming
at positive outcomes that would not occur in the absence of the investment at
stake. Measuring the additionality of an
investment in order to determine its impact is not straightforward. Moreover,
some believe that additionality is limited
in secondary markets, as capital is already deployed. There are however other
aspects to it. Through targeted investments in listed equities and bonds, investors can not only contribute to faster
growth of companies with sustainable
business models, but potentially also
provide capital at a lower cost to smaller
or emerging market companies that offer
positive impact solutions. In some cases,
such investee companies are driving
forces for entire value chains to change
for the better. Active ownership actions,
especially direct company dialogues, can
further help to foster impact and make
use of money as a lever for positive
change.
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The impact perspective can and should be
embedded in the investment process
Thinking in terms of impact is a way to reframe and broaden the analysis. While
technical ESG parameters consider the operational excellence of an organisation, the
impact parameters focus on opportunities
and purpose. This perspective needs to be
consistently applied in the investment process in order to add value to investors. Both
negative and positive aspects need to be
considered, in order to grasp its full implications.
Indeed, as an economic actor organising
natural, technical and human factors of production, companies have a shared impact
on the environment and the society from
their supply chain to the use of their products through to their operations. By fostering sustainability in their business practices,
companies have the opportunity to achieve
a positive impact while creating more resilient relationships in their ecosystem (Chart
5). This is a key component of our analysis.
Furthermore, turning sustainability challenges into market solutions is a powerful
and meaningful driver for innovation and
long-lasting business opportunities (Chart
6). We actively measure companies’ exposure to sustainable products and services.
For example, UPM, a Finnish forestry company, has developed a type of biofuel from
wood-pulp waste that reduces CO2 emissions by 80% vs. diesel.

Chart 6: Identifying business opportunities in sustainability challenges

Source: Bank J. Safra Sarasin, 2019

Ultimately, the value generated by a company
is reinvested in order to foster its development and is further split among major stakeholders. Employees receive salaries and additional benefits tied to the company’s success, shareholders earn dividends in a form
or another, governments collect corporate tax
redistributed to the society through public
spending and communities can benefit from
development projects initiated or supported
by companies. Although legal and fiscal conditions vary from a country to another, only a
balanced approach to value sharing can be
considered as sustainable and this is an integral part of our analysis.

Chart 5: Key relationships and sources of impacts in a company’s ecosystem

Source: Bank J. Safra Sarasin, 2019
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Once invested, supporting and fostering
holdings’ efforts towards a positive impact
and future-fit business model is a logical
step for sustainable investors. It helps to
deepen the understanding of companies’
risks and opportunities exposure while
strengthening their profile and thus their
value on the long term. Active Ownership is
our way to pursue this objective.
Achieving positive impact through Active Ownership
The PRI suggests three different approaches to foster the UN Sustainable
Development Goals (SDGs). The first revolves around the integration of ESG factors into investment decisions, the second relates to the thematic allocation of
investments that cater to the SDGs and
the third focuses on active company dialogues and proxy voting to foster the
achievement of those goals. Active Ownership comprises all activities of investors with the aim of exerting influence on
the business of companies. To this end,
we regularly hold dialogues with companies to discuss sustainable business
practices, operational improvements to
better reflect environmental concerns or
remuneration mechanisms and their
alignment with long-term shareholder interests’. We also participate in a number
of collaborative investor initiatives to encourage forceful initiatives in the environmental and social domain, in order to
produce a positive impact

Finally, we progress by consistently measuring and monitoring the material sustainability and impact factors of our portfolios
(Chart 7) and thus can refine our investment
trajectory.
Conclusion
There is a clear need for the private sector
to contribute to the global sustainable development and climate change agenda
through their investment decisions. Companies can use the SDG framework or specific
sections of the Paris Agreement to identify
growth opportunities and to address relevant business risks. For investors, a shift
from the current focus on mitigating ESG
risks to also include positive impact considerations can help achieve defined financial
return objectives and fulfil their broader societal role. Asset managers can benefit by
considering positive impact within all steps
of the investment process and by offering
targeted investment strategies to clients.

Chart 7: Measuring portfolio exposure towards sustainability solutions

Source: Bank J. Safra Sarasin, 2019
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Important legal information
This publication has been prepared by the Sustainable Investment Research Department of Bank J. Safra Sarasin Ltd, Switzerland, (hereafter “Bank”) for information purposes only. It is not the result of financial research conducted by the Bank’s research department. Although
it may contain quotes of research analysts or quote research publications, this publication cannot be considered as investment research or
a research recommendation for regulatory purposes as it does not constitute of substantive research or analysis. Therefore the “Directives
on the Independence of Financial Research” of the Swiss Bankers Association do not apply to this document. Any views, opinions and
commentaries in this publication (together the “Views”) are the views of the Sustainable Investment Research Department and may differ
from those of the Bank’s research or other departments. The Bank may make investment decisions or take proprietary positions that are
inconsistent with the Views expressed herein. It may also provide advisory or other services to companies mentioned in this document resulting in a conflict of interest that could affect the Bank’s objectivity. While the Bank has taken steps to avoid or disclose, respectively,
such conflicts, it cannot make any representation in such regard.
The Views contained in this document are those of the Sustainable Investment Research Department as per the date of writing and may be
subject to change without notice. This publication is based on publicly available information and data (“the Information”). While the Bank
makes every effort to use reliable and comprehensive Information, it cannot make any representation that it is actually accurate or complete. Possible errors or incompleteness of the Information do not constitute legal grounds (contractual or tacit) for liability, either with regard to direct, indirect or consequential damages. In particular, neither the Bank nor its shareholders and employees shall be liable for the
Views contained in this document.
Sustainability Rating Methodology
The environmental, social and governance (ESG) analysis of companies is based on a proprietary assessment methodology developed by
the Sustainable Investment Research Department of BJSS. All ratings are conducted by in-house sustainability analysts. The sustainability
rating incorporates two dimensions which are combined in the Sarasin Sustainability-Matrix®:
Sector Rating: Comparative assessment of industries based upon their impacts on environment and society.
Company Rating: Comparative assessment of companies within their industry based upon their performance to manage their environmental, social and governance risks and opportunities.
Investment Universe: Only companies with a sufficiently high Company Rating (shaded area) qualify for Bank J. Safra Sarasin sustainability
funds.
Key issues
When doing a sustainability rating, the analysts in the Sustainable Investment Research Department assess how well companies manage
their main stakeholders’ expectations (e.g. employees, suppliers, customers) and how well they manage related general and industryspecific environmental, social and governance risks and opportunities. The company’s management quality with respect to ESG risks and
opportunities is compared with its industry peers.
Controversial activities (exclusions)
Certain business activities which are not deemed to be compatible with sustainable development (e.g. armaments, nuclear power, tobacco,
pornography) can lead to the exclusion of companies from the Bank J. Safra Sarasin sustainable investment universe.
Data sources
The Sustainable Investment Research Department uses a variety of data sources which are publicly available (e.g. company reports, press,
internet search) and data/information provided by service providers which are collecting financial, environmental, social, governance and
reputational risk data on behalf of the Sustainable Investment Research Department.
The entire content of this publication is protected by copyright law (all rights reserved). The use, modification or duplication in whole or part
of this document is only permitted for private, non-commercial purposes by the interested party. When doing so, copyright notices and
branding must neither be altered nor removed. Any usage over and above this requires the prior written approval of the Bank. The same
applies to the circulation of this publication. Third party data providers make no warranties or representations of any kind relating to the
accuracy, completeness or timeliness of the data provided and shall have no liability for any damages of any kind relating to such data.
The Bahamas: This publication is circulated to private clients of Bank J. Safra Sarasin (Bahamas) Ltd, and is not intended for circulation to
nationals or citizens of The Bahamas or a person deemed ‘resident’ in The Bahamas for the purposes of exchange control by the Central
Bank of The Bahamas.
Dubai International Financial Centre (DIFC): This material is intended to be distributed by Bank J. Safra Sarasin Asset Management (Middle East) Ltd [“BJSSAM”] in DIFC to professional clients as defined by the Dubai Financial Services Authority (DFSA). BJSSAM is duly authorised and regulated by DFSA. If you do not understand the contents of this document, you should consult an authorised financial adviser.
This material may also include Funds which are not subject to any form of regulation or approval by the Dubai Financial Services Authority
(“DFSA”). The DFSA has no responsibility for reviewing or verifying any Issuing Document or other documents in connection with these
Funds. Accordingly, the DFSA has not approved the Issuing Document or any other associated documents nor taken any steps to verify the
information set out in the Issuing Document, and has no responsibility for it. The Units to which the Issuing Document relates may be illiquid and/or subject to restrictions on their resale. Prospective purchasers should conduct their own due diligence on the Units.
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Hong Kong: This document is disseminated by Bank J. Safra Sarasin Ltd., Hong Kong Branch in Hong Kong. Bank J. Safra Sarasin Ltd,
Hong Kong Branch is a licensed bank under the Hong Kong Banking Ordinance (Cap. 155 of the laws of Hong Kong) and a registered institution under the Securities and Futures Ordinance (cap. 571 of the laws of Hong Kong).
Luxemburg: This publication is distributed in Luxembourg by Banque J. Safra Sarasin (Luxembourg) SA (the “Luxembourg Bank”), having its
registered office at 17-21, Boulevard Joseph II, L-1840 Luxembourg, and being subject to the supervision of the Commission de Surveillance du Secteur financier – CSSF. The Luxembourg Bank merely agrees to make this document available to its clients in Luxembourg and
is not the author of this document. This document shall not be construed as a personal recommendation as regards the financial instruments or products or the investment strategies mentioned therein, nor shall it be construed as and does not constitute an invitation to enter into a portfolio management agreement with the Luxembourg Bank or an offer to subscribe for or purchase any of the products or instruments mentioned therein. The information provided in this document is not intended to provide a basis on which to make an investment decision. Nothing in this document constitutes an investment, legal, accounting or tax advice or a representation that any investment
or strategy is suitable or appropriate for individual circumstances. Each client shall make its own appraisal. The liability of the Luxembourg
Bank may not be engaged with regards to any investment, divestment or retention decision taken by the client on the basis of the information contained in the present document. The client shall bear all risks of losses potentially incurred as a result of such decision. In particular, neither the Luxembourg Bank nor their shareholders or employees shall be liable for the opinions, estimations and strategies contained in this document.
Monaco: In Monaco this document is distributed by Banque J.Safra Sarasin (Monaco) SA, a bank registered in “Principauté de Monaco”
and regulated by the French Autorité de Contrôle Prudentiel et de Résolution (ACPR) and Monegasque Government and Commission de
Contrôle des Activités Financières («CCAF»).
Panama: This publication is distributed, based solely on public information openly available to the general public, by J. Safra Sarasin Asset
Management S.A., Panama, regulated by the Securities Commission of Panama.
Qatar Financial Centre (QFC): This material is intended to be distributed by Bank J. Safra Sarasin (QFC) LLC, Qatar [“BJSSQ”] from QFC to
Business Customers as defined by the Qatar Financial Centre Regulatory Authority (QFCRA) Rules. Bank J. Safra Sarasin (QFC) LLC is authorised by QFCRA.
This material may also include collective investment scheme/s (Fund/s) that are not registered in the QFC or regulated by the Regulatory
Authority. Any issuing document / prospectus for the Fund, and any related documents, have not been reviewed or approved by the Regulatory Authority. Investors in the Fund may not have the same access to information about the Fund that they would have to information of a
fund registered in the QFC; and recourse against the Fund, and those involved with it, may be limited or difficult and may have to be pursued in a jurisdiction outside the QFC.
Singapore: This document is disseminated by Bank J. Safra Sarasin Ltd., Singapore Branch in Singapore. Bank J. Safra Sarasin, Singapore
Branch is an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110), a wholesale bank licensed under the Singapore Banking Act (Cap. 19) and regulated by the Monetary Authority of Singapore.”
© Bank J. Safra Sarasin Ltd 2019
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P.O. Box
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