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What is a socially responsible investment?

The sustainability mega-trend and financial services
Translation — from global goals to investments
Measuring outcomes

Market developments
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FINANCIAL PEOPLE PLANET
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* Planetary boundaries not threatened
» Greater wealth leads to better lives
* Financial services can focus on positive
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economic outcomes (generating wealth).

* Planetary boundaries have been breached

* Focus on wealth may lead to worse lives

* Financial services must now consider real
world impact as well as financials.
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Donut economics
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M Beyond the boundary

1] Boundary not quantified
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The UN Sustainable Development Goals provide a
blueprint for a future state
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Linking the SDGs to mvestlble themes
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The evolution of investment objectives
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ALL investments have real world impact

Spectrum of capital*

Approach Traditional ' Responsible Sustainable Thematic  Impact-driven
Limited or no regard Refers to ESG Describes ESG Address specific Goal of financial
for ESG practices or integration primarily to solutions that may / societal challenges return and

societal impact mitigate risky ESG are expected to that generate measureable social
practices enhance value competitive returns. or environmental
impacts

Financial goals Target competitive risk-adjusted financial retumns

Avoid harm and mitigate ESG risks
Impact goals Benefit all stakeholders
; } ot ANEN 12t I_ Institute
Contribute to environmental and social ity
solutions jles
01 October 2019 *Adapted from Bridges Impact and the Impact Management Project 9

Reporting on long term value

CONTEXT
Market
STAKEHOLDERS vale
STAKEHOLDER OUTCOMES
Intangible value
d§' Net measured
or communicated
i liabi
:
1 book value
VALUE 2
CREATION  PROTECTION e
bock value
GOVERNANCE Current perspective Long term value perspective
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Source: EPIC www.epic-value.com
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IMPACT
MANAGEMENT

———————
While taking account of |
social and governance
objectives.

a5 part of the EL's plan for Capital Markets Union

#SustainableFinanceEU [ —
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Green
Finance
Strateqgy

Transforming Finance for a Greener Future
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Legal & General becomes a
registered provider of social
housing

TH BIG
HANGE
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The views expressed in this [publication/presentation] are those of invited contributors and not necessarily those of the IFoA. The IFoA do not endorse any of the
views stated, nor any claims or representations made in this [publication/presentation] and accept no responsibility or liability to any person for loss or damage
suffered as a consequence of their placing reliance upon any view, claim or representation made in this [publication/presentation].

The information and expressions of opinion contained in this publication are not intended to be a comprehensive study, nor to provide actuarial advice or advice
of any nature and should not be treated as a substitute for specific advice concerning individual situations. On no account may any part of this
[publication/presentation] be reproduced without the written permission of the IFoA [or authors, in the case of non-IFoA research].
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“If you really understand how an
action causes unnecessary
suffering to yourself or to others,
you will naturally abstain from it.”

Yuval Noah Harari, 21 lessons for the 215t century

Institute
and Faculty
of Actuaries

=

01 October 2019 14




