
Submit your Questions!

Have a question about organizational
dynamics, business development best
practices and/or how to effectively
build market presence and AUM? 

The Noble Ark Ventures team will be
answering questions submitted by
EMM subscribers each month.

Send your questions to:
info@noblearkventures.com.

We want to make a difference.
However, we admit to being confused
about ESG, SRI & Impact investing.
How do they differ and what should
we be doing as a company?

" A S K  S A N D R A "

Sandra Powers Murphy, author of The Road to AUM: Driving Assets Under Management through
Effective Marketing and Sales, and CEO of Noble Ark Ventures, a business development and
organizational consulting firm, provides the following insight into ESG, SRI and Impact investing.
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We are so thrilled to be hearing so much about ESG, SRI and Impact investing! Spoiler alert: as a
woman owned and operated business, and one that actively works with women-led, diversity-led
and Impact managers whenever we can, we are committed to the growth of the market. However,
we are not experts. Some valuable resources are identified at the end of the article for further
reading. When it comes to making an impact, the idea is not new. However, the difference this
time around might be a market ready to actually invest and engage around these critical
priorities. 2020, we hope, will be remembered for more than the pandemic. We hope 2020 is
remembered for meaningful change in how we live and work, how we interact, and how we value
each other and our planet.

The Silver Lining of 2020
A silver lining in these turbulent times is the market; investors have taken note of the need to
invest with purpose. In fact, there was a movement underfoot long before COVID-19 struck.
According to a 2018 survey by the U.S Forum for Sustainable and Responsible Investment, SRI
and one of its subsets (Impact Investing) represented $1 out of every $4 under professional man-

agement in the US, or more than USD $12 trillion in AUM annually. Additionally, there has been a material push within the investment
community towards investing in line with the UN Sustainable Development Goals (or SDGs as they are more commonly known.) The SDGs
represent 17 goals that, although not investable in and of themselves, are reflective of the most pressing global impact challenges facing our
world today. Examples include SDG 1: No Poverty, SDG 7: Affordable & Clean Energy and SDG 10: Reduced Inequalities. As societal attitudes
continue to shift towards active investment in a more environmentally and socially conscious future, institutions report increased pressure to
align their strategies accordingly. While ESG, SRI and Impact investing are often used interchangeably by the market, it is important to
understand that they have unique meanings and value propositions. Also, that all firms, no matter their focus on impact, will be expected to
have strong ESG practices in place as we move ahead.

Defining ESG
Environmental, Social and Governance (ESG) are the three factors utilized to measure the societal impact and sustainability of a company. ESG
investing is the most basic lens used by investment managers and has become a standard question posed to managers in seeking an
understanding of not only how they factor in ESG to their investing (if at all), but also how their own organization measures up in regards to
ESG impact. The evaluation of a firm’s ESG practices are taken into account alongside more traditional financial measures. A primary
difference between ESG and SRI or Impact investing is that ESG largely relates to the company itself, and not to the manager’s investments nor
a company’s ‘impact’ through its products or services unless the organization is marketing an ESG strategy. At present, it is customary for
investment managers to be asked about their ESG policies and practices, both as it applies to their own organization as well as to their
investment management process. RFIs, RFPs and DDQs generally incorporate questions about ESG, with increasing frequency and detail.
Managers are encouraged to provide a formal assessment of their own ESG profile, as well as to have ESG factors actively analyzed in their due
diligence process. Another common question asked is whether a firm is a signatory to the UN’s Principles for Responsible Investment (PRI).
According to Investopedia, the PRI has over 2,300 participating financial institutions as of January 2020.
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Defining Impact
Impact investments are investments made only into products, projects and solutions that are designed expressly for positive global impact.
Impact investing is considered a "positive screen" for companies that are expressly "doing good". In Impact investing, investors may find
concessionary return products, whereas typically ESG and SRI strategies are seeking to maximize return as a primary objective versus making
social, environment and/or global impact the sole priority.   There is a long-standing myth that all ESG, SRI and/or Impact investments
necessitate concessionary returns, which is not the case. In fact, there is mounting evidence to support the ability of Impact investments to
produce not only an impact, but also highly competitive risk/reward profiles.

Defining SRI
Socially Responsible Investing (SRI) is defined as the process of actively selecting or removing investments based on specific ethical guidelines
and/or social impact priorities set forth by the investor. SRI is often referred to as ‘sustainable’, 'ethical’ or ‘values-based’ investing. SRI is
generally considered a negative screen; seeking to avoid companies that "do harm" such as those related to alcohol, weapons or fossil fuels,
among others.

Company Actions
All organizations will benefit from assessing their own entities across ESG factors. Investment managers should have prepared responses to
standard ESG questions, both at the firm and portfolio levels. Whether an organization feels committed enough to create a strategy around
highly structured ESG parameters, or around SRI or Impact focus areas, is dependent on a lot of factors. Organizations are cautioned from
getting caught up in the market movement, avoiding ‘greenwashing’ and marketing around ESG, SRI and/or Impact principles without the
commensurate focus on these critical areas sufficient to add value to the market. For more information, there is no shortage of market
coverage and marketing around ESG, SRI and Impact investing. A few sites worth checking out include www.unpri.org, www.thegiin.org, the
ImpactAssets 50 report available at www.impactassets.org, the T100 Project at www.toniic.com and www.investwithvalues.com.


