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EXECUTIVE  
SUMMARY

• Outstanding impact bond issuance surged to pass the US$1 trillion mark in May 2020.

 – The gradual rise in issuance, since the first corporate impact bond in 2013, to more than $300bn issued  
 in 2019 alone, marks an important development for fixed income investors. No longer are these instruments  
 seen simply as a niche, seed-stage asset class, but rather a viable addition to portfolios in their own right.

• As the sector grows, we are seeing the emergence of more varied impact bond type offerings as issuers 
cater to the sophisticated impact investor. 

 – Emerging subclasses of impact bonds include blue bonds, gender bonds, transition bonds and even  
 rhino bonds. 

• Investor demand and global needs continue to bolster impact issuance; the recent pandemic caused 
social bond issuance to soar further than ever before. 

 – COVID-19 related social bond issuance totalled US$21 billion. 

• Against this backdrop of expanding issuance, and a lack of regulation, ‘impact washing’ has become  
an unfortunate reality. 

 – The impact washing phenomena refers to issuers labelling their bonds as impactful in nature, with little  
 intention of using the proceeds toward any demonstratable impactful purpose. Out of a total of 200 impact  
 bonds we have rated since 2017, it has been concerning to see that just 33% have met all of our requirements  
 to be classified as a genuine impact bond1. 

• The new EU green bond standards and the EU taxonomy should introduce more market standardisation 
and give access to more complete information that will be genuinely relevant to investors. However,  
until more formal frameworks are enforced, it is vital for investors to carry out appropriate due diligence 
to avoid falling victim to impact washing. 

1 As at 30 June 2020.



The UN Sustainable Development Goals (SDGs) provide a good framework for thinking about how this impact 

can be achieved and are increasingly becoming the gold standard for impact reporting. Set in 2015 by the 

United Nations General Assembly, the 17 goals mark an ambitious ‘blueprint to achieve a better and more 

sustainable future for all’ by 2030. In doing so, they tackle a broad range of environmental and social goals  

from poverty and hunger to climate change and sustainable cities.

THE WORLD WE LIVE IN IS CHANGING AT A RAPID RATE AND IT IS INFLUENCING HOW 

AND WHY WE INVEST. INCREASINGLY, MEGA-TRENDS SUCH AS THE EFFECTS OF 

CLIMATE CHANGE AND RISING SOCIAL INEQUALITY PRESENT SOME OF THE BIGGEST 

RISK FACTORS WE FACE AS INVESTORS. 

Finding ways to measure and analyse these risks are essential to ongoing financial success in portfolios. Yet, 

so pervasive are these trends that they are also causing an evaluation of whether ‘financial success’ should be 

the only metric on which investment portfolios are judged. Articulating a ‘purpose’ is becoming an essential 

part of the modern world and as such it is necessary for investors to think about the outcomes they wish to 

achieve beyond purely financial ones. For many investors, this will involve expressing their values in portfolios 

as both a way of reducing risk but also ensuring a broader positive societal and/or environmental impact.  

WHY IMPACT 
AND WHY NOW?

A FRAMEWORK FOR THINKING ABOUT  
IMPACT: THE SDGS
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We will demonstrate respect for animals in all our 
operations and activities

We will not invest in production systems 
predicated on live exports of farm animals

We will not invest in industries or geographies where acceptable 
animal welfare standards cannot be actively managed

We will adhere to international, national 
and local tax, regulatory and industry 
governance best practice

We will only invest in industries which have 
established acceptable levels of governance and 
compliance, and actively manage and regulate these 
areas

We will not invest in industries or sectors that do not 
adhere to internationally accepted human and animal 
welfare standards 

We will seek to develop a culture of 
support, achievement and 'do the right 
thing' for our employees and service 
providers

We will not accept discrimination in any form in our 
workplaces

We will invest in the people 
and communities in which 
we operate

We will not undertake activities that impact 
negatively on local communities

We will demonstrate 
respect for people, communities 
and governments in all our 
operations and activities

We will not invest in countries where respect for 
human rights is not enshrined and protected in their 
constitutions, legislation and governance

We will demonstrate water resource 
stewardship in all our operations

We will not invest in productions 
systems that risk water source contamination or are based on 
declining or non sustainable water sources

We will demonstrate land 
and soil stewardship in all 
our operations

We will not invest in farming systems that contribute to land 
and soil degradation

We will demonstrate climate 
stewardship in all our 
operations

We will not invest in fragile landscapes that have risks of 
being degraded by climate variability and change

We will comply with UN Principles for 
Responsible Investment as a founding 
signatory and Stewardship Code as a 
Tier 1 signatory

Environmental Social Governance
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WORK ENVIRONMENT
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IMPACT OPPORTUNITIES FOR  
FIXED INCOME INVESTORS NOW  
EXCEEDS US$1 TRILLION

Impact-driven mandates are not necessarily new but have historically been a relative backwater of the financial markets 

and have been focused predominantly on public and private equity markets. Despite this, significant and growing 

impact opportunities exist for fixed income investors. In this paper we will look at the opportunity in public fixed income 

markets where we see two main ways in which a fixed income investor can achieve impact:

1 By allocating capital to companies with environmental and socially sustainable business projects and profiles 

2 By engaging with companies to facilitate positive environmental or social change

The most direct way for a fixed income investor to achieve an impact is through the allocation of capital. Both societal 

development and regulation have led to companies becoming more transparent around their social and environmental 

profiles making it possible for investors, if they so choose, to allocate to companies they perceive to be having a positive 

influence on the world.

Whilst we will explore in a future paper how we look at a company’s sustainability in its broader sense and the funding 

opportunities available to such issuers (including the use of novel KPI-linked instruments), in this paper we focus on a 

unique and more developed opportunity which exists in public fixed income: ‘use-of-proceeds’ impact bonds. 

WHAT IS A ’USE-OF-PROCEEDS’ IMPACT BOND?

Use-of-proceeds impact bonds are debt instruments that are issued with the proceeds raised being directed towards 

projects that will meet an environmental or social objective. This is the type of instrument that is most commonly referred 

to when people use the term impact bond. The three most common types of use-of-proceeds impact bonds are: 

 Green bonds: the proceeds are exclusively applied to eligible green projects.

 Social bonds: the proceeds are exclusively applied to eligible social projects.

 Sustainability bonds: the proceeds are exclusively applied to a combination of both green and social projects. 

As demand continues to increase, this has led to the evolution of further subsets of impact bonds. For example, growth 

in sustainable bonds has given rise to the formation of new thematic impact bonds. These include blue bonds, which 

have a focus on marine and ocean-based projects, and gender bonds that fund projects for gender equality and 

opportunities. Along with this, as global leaders emphasise the focus on climate-related risks, transition bonds have 

emerged, which provide an opportunity for companies in the most carbon-intensive sectors (such as the oil & gas 

sector) to raise capital to finance projects that support the transition to a low carbon economy. Rhino bonds have also 

come to the market, showing the extent of the rise in more sophisticated impact bond issuance as investors continue  

to demand more positive impact from their investments.

2 Source: Bloomberg. Data as at 30 June 2020. Numbers may not sum due to rounding. 

Figure 1: The main impact bond types (USD$bn)2The classification of a bond as green, social, or 

sustainable is determined by the issuer based on its 

primary objectives for the underlying projects. There are 

some commonly used frameworks and standards that 

provide issuers with information on reporting, verification 

and bond frameworks (such as the International Capital 

Market Association’s (ICMA) Green Bond Principles). 

However, alignment with these principles is not 

mandatory; regulation is essentially voluntary. 

Green bonds continue to dominate the market for impact 

bonds at this stage, but the rise in other types of impact 

bond issuance continues. ��  Green 82.4%    ��  Social 8.4%    ��  Sustainability 9.1%
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MARKET EVOLUTION

KEY DRIVERS OF GROWTH

There are four key drivers of the expedited growth rate that we have seen in the issuance of impact bonds: 

1  Shifting attitudes – Millennials and the rising Gen-Z global investor base are increasingly seeking out companies 

that explicitly consider their environmental and societal impact. 

2  Demonstrating commitment to sustainability – Businesses recognise the importance of supporting local 

communities and the environment. Impact bonds are an increasingly popular way for corporate, multi-national 

and sovereign issuers to demonstrate their commitment to achieving their sustainability objectives and to show 

their alignment with wider efforts such as the Paris Climate Agreement and the UN SDGs.

3  Regulatory pressure – In some sectors, such as utilities, regulation has threatened their business models; 

without changes they face uncertain futures. For example, commitments to phase out coal power requires a 

replacement technology. In addition, the automotive sector is investing in electric vehicles due to the widespread 

bands on production of diesel and petrol fuelled vehicles. 

4  Ease of issuance – It is easier than ever before to come to market with an impact bond. There is more advice and 

support for issuers (such as on the ICMA website) as investors are increasingly asking for impact investments.  

There are several reasons for the surge in impact bond issuance, but the most significant force has been investor 

demand, which has driven governments and corporates alike to deliver on the premise of impactful investing.

GROWTH BY TYPE

Green bonds dominate the impact bond issuance market. 

More than US$871.7bn3 has been raised in green bond 

issuance since 2007, when the European Investment Bank 

issued its inaugural impact bond. The majority of growth 

in green bond issuance has come following their rise to 

prominence in 2013 with corporate issuance from EDF 

and Bank of America spurring more than 500 other 

entities to issue green bonds since then. 

Social bonds have been following green bonds’ 

trajectory, particularly since COVID-19, as issuance  

in the first half of 2020 more than doubled the total 

amount of social bonds issued in 2019. 

GROWTH BY SECTOR

Historically, impact bonds have seen significant issuance 

from quasi-government/government and financial 

issuers. However, other sectors have begun tapping  

into impact bond issuance, with the utilities sector 

gradually catching up.

Figure 2: Impact bond issuance growth split by  

types (USD$ bn)3

Figure 3: Impact bond issuance growth split by  

sector (USD$ bn)3

3 Source: Bloomberg. Data as at 30 June 2020.
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COVID-19 AND THE INCREASED GROWTH IN SOCIAL AND SUSTAINABLE BONDS

Since the emergence of COVID-19, we have seen an uptick in COVID-19 related social bonds, 

where supranationals, sovereigns and agencies seem to be leading the way. Within the 

corporate landscape, Pfizer is one of the few to join this part of the impact bond market  

so far, with their recent record US$1.25bn issuance of a sustainability bond having specific 

elements of the proceeds to be directed towards COVID-19 social projects. Examples of  

this type of issuance, including Pfizer, are provided in Figure 4.

Figure 4: Examples of COVID-19 related impact bond issuances

Name Bond type Issuer type Description of use of proceeds

Instituto de 
Crédito 
Oficial Social

Sovereign 
Agency

SME Lending – loans to SMEs and self-employed to support:

• Those who have been affected by natural/health    
     disasters (pandemics, earthquakes, floods etc.)

• Employment preservation

• Employment generation in economically  
     underperforming regions of Spain

• A reduction in regional inequalities.

Socioeconomic advancement/empowerment –  
projects aimed at supporting, integrating and providing 
basic services for vulnerable populations and/or 
developing job security and basic needs.

Access to essential services – education, healthcare, 
professional training, financing for companies facing natural/
health disasters, water and sanitation, and digital access.

Pfizer Inc

Sustainability

Pharmaceuticals Social projects:

• Access to essential services - medicines and vaccines  

     at affordable prices for low/middle income countries  

    (particularly vulnerable populations e.g. women,  

    new-borns, children under age 5, etc.)

• Capital expenditure in increasing manufacturing  

     capacity targeting demanded products, multilateral/ 

     bilateral or under guidelines from global organisations  

     e.g. the World Health Organisation, including COVID-19  

     related work and the threat of antimicrobial resistance),  

     stakeholder initiatives and spending on strengthening  

     health systems in low/middle income countries.

• Green projects include green Buildings, energy  

     efficiency, pollution prevention and control and  

     sustainable water and wastewater management.

Corporacion 

Andina De 

Fomento Social

Supranational 

Bank

Financing for:

• Healthcare System Support: manufacturing, 

procurement or distribution of medical supplies/

equipment, construction/expansion of medical centres, 

research and development for medicines, vaccines and 

treatment and other costs relating to preventative care, 

public health education and mental health support in 

relation to COVID-19.

• Emergency Economic Support: preferential interest 

rate loans, credit facilities and grants for MSMEs, 

particularly those in vulnerable sectors (e.g. hospitality, 

tourism, retail, manufacturing, transport and 

agriculture), preferential interest rate loans for low/

middle-income households, poverty alleviation, 

employment programs and other costs associated with 

programs, initiatives, financial assistance to stimulate 

and sustain economic activity.
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INVESTOR SUSCEPTIBILITY TO IMPACT 
WASHING EXPANDS ALONGSIDE THE  
INSURGENCE OF IMPACT BOND ISSUANCE

In large parts of the impact bond market there are lower levels of disclosure, which is a significant enabler of ‘impact 

washing’ – an issuer falsely claiming to be impact-focused, with potentially little or superficial demonstration of positive 

impact. This, in turn, creates challenges around comparability in the issuance of, and reporting on, so-called impact bonds. 

While there are some commonly used frameworks and standards, such as the International Capital Market Association’s 

(ICMA) Green Bond Principles, these are not a prerequisite for issuance – and only cover a portion of the universe. Likewise, 

a lack of consistent reporting renders it difficult for investors to identify whether bond proceeds are used as initially 

marketed or are simply impact-in-name-only. 

To manage sustainability objectives for our clients, Insight analyses impact bonds using its proprietary  bond analyst 

assessment framework. We have found some misalignment in how these instruments are defined, posing issues of integrity 

in measuring objectives for investors. As the universe expands, these issues are likely to be compounded.

USE-OF-PROCEEDS IMPACT BONDS ANALYST ASSESSMENT BREAKDOWN

Figure 5: Traffic light assessment breakdown5Out of a total of 200 impact bonds we have rated since 2017,  

it has been concerning to see that just 33% have met all of  

our requirements to be classified as a genuine impact bond4. 

Conversely, 18% received a red score meaning they did not 

pass the criteria, with the remaining 49% rated amber, indicating 

weaknesses in their adherence to our assessment framework. 

Whilst our assessment breakdown is dominated 

proportionally by those bonds marketed as ‘Green’, the table 

below portrays that the same theme of failing to meet our 

classification of an impact bond is broadly consistent across 

the main categories of impact bonds. This theme becomes 

seemingly more pronounced in the social bonds we assessed, 

which have a notably higher percentage of red ratings under 

our framework. ‘Impact washing’ does not discriminate by 

bond type; misleading information and a lack of clarity is rife 

throughout the impact bond market.

4 As at 30 June, 2020.  5 Source: Insight Investment. Data as at 30 June 2020.

Figure 5: Traffic light assessment breakdown split by bond type6

Name Bond type Bond type Bond type Bond type

Green Social Sustainable Other

Green 36% 31% 15% 0%

Amber 46% 38% 65% 100%

Red 17% 31% 19% 0%

Number of bonds assessed 183 13 26 3

��  Green 33%    ��  Amber 49%    ��  Red 18%



HOW INSIGHT HELPS INVESTORS 
TO AVOID ‘IMPACT WASHING’

DEFINING IMPACT 

At Insight we define impact investing using the following six principles:
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INTENTIONALITY
Investments made with 
the intention of having 
positive societal or 
environmental impact

I M P A C T

MEASURABILITY
Impact achieved 
must be measurable

PROACTIVITY
Longer-term proactive
engagements are more
likely to yield sustainable
and impactful outcomes

ADDITIONALITY
Additional financing for
new projects achieving 
incremental impact is
favoured over re-financing

COMMONALITY
Operate relevant approach
aligned to current common
standards (and likely new 
standards)

TRANSPARENCY
Monitoring impact 
and financial efficacy 
requires full transparency 
and disclosure

By taking this approach, we can effectively analyse new impact bond issuance to ensure the companies we invest in 

are truly achieving a positive impact. Alongside this we can continue to encourage best practice from those issuers 

that could do more by engaging for change.

As outlined earlier, we use the UN SDGs as the framework for how we think about how impact is being achieved and 

look to report based off SDG alignment. Below is an example of the type of reporting that we can produce in this area.

6 Source: Insight Investment. Data as at 30 June 2020. The ‘Other’ category consists of bonds marketed as ‘transition’, 
‘SDG’ and ‘positive impact’ bonds.  7 Source: United Nations https://www.un.org/sustainabledevelopment/news/
communications-material/

Figure 6: Impact bonds allocation by SDGs7 Figure 7: UN sustainable development goals (SDG)7
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We will demonstrate respect for animals in all our 
operations and activities

We will not invest in production systems 
predicated on live exports of farm animals

We will not invest in industries or geographies where acceptable 
animal welfare standards cannot be actively managed

We will adhere to international, national 
and local tax, regulatory and industry 
governance best practice

We will only invest in industries which have 
established acceptable levels of governance and 
compliance, and actively manage and regulate these 
areas

We will not invest in industries or sectors that do not 
adhere to internationally accepted human and animal 
welfare standards 

We will seek to develop a culture of 
support, achievement and 'do the right 
thing' for our employees and service 
providers

We will not accept discrimination in any form in our 
workplaces

We will invest in the people 
and communities in which 
we operate

We will not undertake activities that impact 
negatively on local communities

We will demonstrate 
respect for people, communities 
and governments in all our 
operations and activities

We will not invest in countries where respect for 
human rights is not enshrined and protected in their 
constitutions, legislation and governance

We will demonstrate water resource 
stewardship in all our operations

We will not invest in productions 
systems that risk water source contamination or are based on 
declining or non sustainable water sources

We will demonstrate land 
and soil stewardship in all 
our operations

We will not invest in farming systems that contribute to land 
and soil degradation

We will demonstrate climate 
stewardship in all our 
operations

We will not invest in fragile landscapes that have risks of 
being degraded by climate variability and change

We will comply with UN Principles for 
Responsible Investment as a founding 
signatory and Stewardship Code as a 
Tier 1 signatory
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ANALYST ASSESSMENT FRAMEWORK 

Within the analyst framework there are three key areas that are assessed in order to 

understand the impact associated with individual bonds:

1. Environmental, Social and Governance (‘ESG’) performance 

2. Bond framework principles

3 Business strategy and bond impact

1. ESG PERFORMANCE

As part of our assessment we review the Insight ESG rating associated with an issuer.  

We then check whether there are any controversies associated with the issuer and consider 

the materiality of the risks associated with the controversies. 

Companies with inadequate performance will not be eligible for investment in sustainable 

portfolios. Analysts will pay close attention to companies with:

• High-profile negative events

• Weak history of ESG activities

• Lagging performance versus peers 

2. BOND FRAMEWORK PRINCIPLES

Analysts consider the overall framework associated with the bond and require the issuer  

to have sufficient information in the following categories:

- Use of proceeds: categories and a description of what projects would be considered within 

each category should be provided. We typically look for these to be aligned with the ICMA 

principles’ project mappings, for green and social bonds, to ensure validity of projects.

- Project evaluation and selection: an explanation of the process should be noted as part of 

the framework including a description of the steps that are taken to evaluate and select 

eligible projects along with set criteria for exclusions or management of unintended risks, 

where applicable.

- Project evaluation committee: it is preferable for issuers to have a working group/

separate committee to manage the process for selection and evaluation of eligible 

projects and to monitor the allocation of use of proceeds. 

- Financing/refinancing: proceeds allocated towards new financing projects are preferred in 

order to achieve sufficient incremental impact, however we recognise that certain projects 

may require refinancing. Fully refinanced projects will be considered alongside the impact 

associated with the use of proceeds, but typically may lead to an amber rating. 

- Reporting: issuers must provide complete transparency on the allocation of the use of 

proceeds and the associated impact through reporting. Independent verification/

assurance is preferred.

- Key Performance Indicators: issuers should note or indicate potential KPIs that would be 

provided as part of impact reporting. 

- Second Party Opinion: an independent review of the issuer’s bond framework must be 

provided in order to be considered and to ensure the framework has been verified to be 

aligned with the ICMA principles.

Our framework is aimed at broadly matching the ICMA principles for green, social and 

sustainable bonds and aims to take this a step further to encourage best practice and to 

ensure impact is being achieved.

9



3. BOND IMPACT
Analysts consider the extent of the positive impact associated with the bond. This is  
a qualitative and quantitative assessment. A qualitative assessment will consider:

– Tangible change in strategy and the 'ambitions' of the issuer

– Links to organic growth versus business-as-usual

A quantitative assessment will consider:

a. Business synergies, capital increase from green activities  

b. Positive sustainability activity, including efficiencies and appropriateness of individual metrics

c. Negative sustainability activity, including individual metrics

Once the review is completed, analysts will apply a red, amber or green rating depending 

on how well the issuer meets the above criteria. 
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Figure 8: Insight's impact bond evaluation process

Fail

Analysts consider ESG performance of 
the issuer. Companies with an inadequate 
performance will not be eligible for 
Investment in our portfolios.

Partial

ESG 
performance

Bond 
framework

Pass
Bond 
impact

Analysts consider the strengths of the 
bond framework. The framework provides 
guidance for how the company will use 
bond proceeds.

Analysts consider the positive impact 
of the bond. This is a qualitative and 
quantitative assessment.

Indicates company 
impact bond meets 
Insight’s requirements

Indicates there are 
weaknesses in the 
impact bond

Indicates the impact 
bond does not meet 
Insight’s minimum 
requirements

Bond type ESG performance met? Bond framework criteria met? Impact criteria met?

  Social

Analyst assessment: The bond’s proceeds may be used for granting access to essential education services 
(including teaching, technology, study materials and curriculum development for free online education through 
the “Connections Academy”) and socioeconomic advancement and empowerment (including the development  
of vocational certification services for underserved/underemployed learners e.g. BTEC vocational qualification). 
The Pearson's Responsible Business Leadership Council (RBLC) will be responsible for project evaluation, selection 
and reporting on allocation and impact. An ESG risk assessment will be carried out as part of the due diligence of 
projects for data privacy, safeguarding, corruption etc., alongside ongoing controversy and reviews of projects. 
An internal information database will be used to monitor and account for the allocation of proceeds. Unallocated 
capital will be lent in the short term to operating companies until recalled for investment.

Rated green: The bond has clear criteria for projects that could create a positive social impact and is aligned  
with the social bond principles. The issuer could have provided more information on exactly which category the 
proceeds would be used for and the extent of financing vs refinancing. However, this is an example of a best-in 
class issuer and a strong process for evaluation of eligible projects, justifying the rationale for a green rating.

 

  Green 

Analyst assessment: The bond’s proceeds may be used for renewable energy, energy efficiency, low carbon buildings, 
ecosystem conservation, clean transportation, sustainable waste management/infrastructure or the circular economy. 
Financing products include both debt and equity mainly for refinancing with a minimum 20% of new financing to be allocated 
by the end of the day of issue, or within 12 months at the latest. A green financing committee is responsible for the final 
selection of projects, with three steps for selection and evaluation (financial due diligence, ESG and impact evaluation).  
There will be annual allocation and impact reporting (both verified by GBC and independent assurance provider).

Rated amber: The framework notes that proceeds will mainly be used for refinancing projects (which renders the 
bond less impactful when compared with use for newly financed projects). There are also limited details on how 
environmental risks are addressed. 

 
           

Analyst assessment: The bond’s proceeds may be used for non-profit hospitals/skilled nursing facilities to 
provide treatment for COVID-19 patients, healthcare equipment/supplies for testing for infection/prior infection, 
diagnosis of disease progression/evaluation of symptoms, treatment of infection/related symptoms and 
prevention through PPE or vaccines. Unallocated proceeds are to be held in cash/cash equivalents. There will 
be an annual allocation report with independent verification. Impact indicators are noted but it is unclear how 
often impact reporting will be provided and whether it will actually include the indicators. 

Rated red: There is a lack of information concerning how much of the proceeds will go to financing vs refinancing. 
It is ambiguous whether the framework has been verified by ICMA. Some of the wording around impact isn't very 
clear on how often they'd provide reporting and some KPIs are noted but it is vague if/when they will provide 
reporting/include KPIs rather than just case studies alone. Compared to other COVID-19 social bond issuances,  
the framework itself lacks a lot of detail and the ambiguity of the impact reporting is not sufficient enough to 
showcase the overall impact of the bond. The one positive is that their use of proceeds are more specific 
compared to others, but that alone isn't a strong enough case for a higher rating.

Sustainable



ENGAGEMENT AROUND IMPACT ISSUANCE

Insight prides itself on proactive engagement on ESG issues. In 2019, 

82% of 1,151 engagements included ESG issues – up from 54% of 1,311 

engagements in 2018. Alongside general ESG-related corporate 

engagement, our analysts also seek to engage with impact bond 

issuers both before and after new issuance. Engaging with issuers 

before a use-of-proceeds impact bond comes to market forms an 

important part of our process and provides an opportunity to:

• fill in any missing gaps in our understanding of their bond 

framework.

• provide feedback on their framework including areas of 

improvement based on our assessment.

An example of this is our recent engagement, on a group investor 

call, with a company in the automotive sector to discuss their 

green bond framework. In our view, the framework contained 

several positive elements, but we identified areas of 

improvements. One aspect of the framework that we needed 

more information on was the extent of environmental and social 

risk due diligence carried out on eligible projects during their 

selection and evaluation process. As a result of Insight’s and other 

investors’ feedback, the issuer has not yet to come to market with 

the green bond and is aiming to provide more information on the 

feedback and comments they have received.

SEEKING AUTHENTICITY FOR IMPACT INVESTORS

Impact bond issuance soared past the $1trillion mark in 2020. As 

investor demand and global needs necessitate continued growth 

in the sector, the previously niche impact bond market is now 

expanding into ever-more nuanced impact offerings.

However, against this backdrop of expanding issuance, and a lack 

of regulation, ‘impact washing’ has become an unfortunate reality. 

The new EU green bond standards and the EU taxonomy should 

introduce more market standardisation and give access to more 

complete information that will be genuinely relevant to investors. 

For issuers, alignment with the ICMA Green Bonds Principles, 

along with external verifications, will support them with avoiding 

any unintentional impression of impact washing. 

In the meantime though, until more formal frameworks are 

enforced, it is vital for investors to carry out appropriate due 

diligence to avoid falling victim to impact washing. 

Insight endeavours to continue to lead the way in distinguishing 

the impactful from the not-so. Through our qualitative 

assessments, alongside persistent stakeholder engagement,  

we strive to create a positive impact and protect the intentions  

of our impact investors. 
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IMPORTANT INFORMATION

RISK DISCLOSURES
Past performance is not indicative of future results. Investment in any strategy involves a risk of loss which may partly be due to 
exchange rate fluctuations. 

ASSOCIATED INVESTMENT RISKS
Fixed income, liability-driven investment and multi-asset

Where the portfolio holds over 35% of its net asset value in securities of one governmental issuer, the value of the portfolio may be 
profoundly affected if one or more of these issuers fails to meet its obligations or suffers a ratings downgrade.

A credit default swap (CDS) provides a measure of protection against defaults of debt issuers but there is no assurance their use will be 
effective or will have the desired result.

The issuer of a debt security may not pay income or repay capital to the bondholder when due.

Derivatives may be used to generate returns as well as to reduce costs and/or the overall risk of the portfolio. Using derivatives can involve 
a higher level of risk. A small movement in the price of an underlying investment may result in a disproportionately large movement in the 
price of the derivative investment.

Investments in emerging markets can be less liquid and riskier than more developed markets and difficulties in accounting, dealing, 
settlement and custody may arise.

Investments in bonds are affected by interest rates and inflation trends which may affect the value of the portfolio. 

Where high yield instruments are held, their low credit rating indicates a greater risk of default, which would affect the value of the portfolio.

The investment manager may invest in instruments which can be difficult to sell when markets are stressed.
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FIND OUT MORE

IMPORTANT INFORMATION

This material is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or 
solicitation to buy or sell any securities or to adopt any investment strategy. This document must not be used for the purpose of an offer  
or solicitation in any jurisdiction or in any circumstances in which such offer or solicitation is unlawful or otherwise not permitted. This 
document should not be duplicated, amended or forwarded to a third party without consent from Insight Investment.

This material may contain ‘forward looking’ information that is not purely historical in nature. Such information may include, among  
other things, projections and forecasts. There is no guarantee that any forecasts made will come to pass.

Past performance is not indicative of future results.

Investment in any strategy involves a risk of loss which may partly be due to exchange rate fluctuations. 

Index returns are for illustrative purposes only and do not represent any actual fund performance. Index performance returns do  
not reflect any management fees, transaction costs or expenses. Indices are unmanaged and one cannot invest directly in an index.

Insight does not provide tax or legal advice to its clients and all investors are strongly urged to seek professional advice regarding any 
potential strategy or investment.

References to future returns are not promises or even estimates of actual returns a client portfolio may achieve. Assumptions, opinions 
and estimates are provided for illustrative purposes only. They should not be relied upon as recommendations to buy or sell securities. 
Forecasts of financial market trends that are based on current market conditions constitute our judgment and are subject to change 
without notice.

The information and opinions are derived from proprietary and non-proprietary sources deemed by Insight Investment to be reliable,  
are not necessarily all-inclusive and are not guaranteed as to accuracy. As such, no warranty of accuracy or reliability is given and no 
responsibility arising in any other way for errors and omissions (including responsibility to any person by reason of negligence) is accepted 
by Insight Investment, its officers, employees or agents. Reliance upon information in this material is at the sole discretion of the reader.

Telephone calls may be recorded. 

Issued by Insight Investment Management (Global) Limited. Registered office 160 Queen Victoria Street, London EC4V 4LA. Registered in 
England and Wales. Registered number 00827982. Authorised and regulated by the Financial Conduct Authority. FCA Firm reference 
number 119308.
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