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FOREWORD

It may seem counterintuitive given what 
we understand now about climate change 
risks and social injustice. However, 
quantifying environmental and social 
impacts has been difficult historically 
because of inadequate data leading to the 
classification of these risks as non-financial. 
Cultural and legal issues persist around 
fiduciary duty in this area, despite legal 
papers dispelling these myths. 

Despite this, many pension funds are 
making impact investments because they 

UK pension funds are pushing boundaries in social impact investing

recognise the shift in transparency on data 
such as companies' carbon emissions, 
changes in consumer preferences and 
regulation. They know that these risks are 
not adequately priced into the market and 
that because they have long time-horizons 
and a fiduciary duty to provide a secure 
income to their members in retirement they 
are particularly susceptible to these risks. 

While many of those pension funds are 
focused on environmental impact, they 
recognise the inability to meet those climate 
targets without a just and fair transition. 
That means taking into account social 
impact. After all, how can we transition to 
new vehicles, infrastructure and heating

Why don’t all pension funds look at the 
environmental and social impact of their 
investments and act on them? 

Charlotte O'Leary is CEO of 
Pensions for Purpose, an 
organisation that helps pensions 
invest for impact 

systems without the investment to allow all 
members of society to do so?

I am so pleased to be a co-author of this 
report demonstrating that pension funds are 
innovating and pushing investment 
boundaries in social impact areas that we 
may not have been aware of. But we also 
recognise that there is a lot more we can do 
to highlight not just the risks but also the 
significant opportunities in social impact 
investing.



Key findings from the 2021 social impact report

HIGHLIGHTS

A number of pension funds 
are already making social 

impact investments

of schemes cited greater 
awareness of 

environmental impact 
opportunities than social 

ones

65%
>50%

of pension funds currently 
hold impact investments

Awareness of product and 
social issues cited as 

biggest barrier to investing

Pension fund trustees 
would welcome further 

training on social impact



INTRODUCTION

Social impact investing activities 
of UK pension funds
In recent years, we’ve been encouraged by the steady increase in the 
number of UK pension funds engaging with impact investing. Pension 
funds increasingly recognise their fiduciary responsibility to invest 
their capital in a way that contributes to solutions to some of the 
most pressing issues of today whilst providing financial security for 
their members in retirement.  However, allocation to environmental 
impact investment still dwarfs social impact investment – something 
we want to help address.

To get further under the skin of the topic, Pensions for Purpose (PfP) 
and Big Society Capital interviewed and surveyed a range of UK 
pension scheme trustees and their advisers. We sought to better 
understand current perceptions, activities and challenges faced when 
making impact investments with a particular focus on social impact.

Our findings are informed by surveys and interviews conducted with 
UK pension funds and their advisers representing total assets under 
management of approximately £150bn.



Impact and Environmental, Social and Governance (ESG) are 
two distinct elements of responsible investing. However, the 
two are often conflated. Whilst we recognise ESG and impact 
are not mutually exclusive, this report focusses on impact.

DEFINITIONS

Defining impact investing

Click the icon for our 
definition of ESG investing

Click the icon for our 
definition of impact 
investments



RESEARCH DATA

Do you have impact investments?

Yes 92%

No 8%

Do you have or are you looking at impact investments in 
the UK?

Join a community of pension funds to 
help accelerate you on your journey.

Join now

>50% of pension funds currently 
hold impact investments

Of those surveyed, impact investment made up 4.87% as 
a proportion of total assets and 90% of respondents are 
looking to make impact investments in the UK

If there are two 
investments and one has 
more impact, then we 
would prefer the one with 
the more impact
Director, LGPS

We’ll be recommending a 
small commitment (2-3%) 
to impact investment next 
year 
Trustee, LGPS

https://www.pensionsforpurpose.com/our-members/join-us.html
https://www.pensionsforpurpose.com/our-members/join-us.html
https://www.pensionsforpurpose.com/our-members/affiliate-reg.html


RESEARCH DATA
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78% 44% 22% 11% 11%

 Have you invested in any of the following? Tick all that 
apply.

A number of pension funds are 
already making social impact 
investments

Social infrastructure and social and affordable housing 
are the most popular social impact investments.

The social and affordable 
housing sector is an 
example of where we 
believe we can provide 
social impact, alongside 
financial returns for 
clients 
UK pension fund 
consultant

Internally, we call social 
impact investing 
‘infrastructure investing’ 
Director, Local Government 
Pension Scheme

Read the case studies

https://www.pensionsforpurpose.com/our-members/join-us.html
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Which SDGs will or have respondents targeted? (%)

We need to do more to articulate the relationship between 
social and environmental impact. We will not solve the 
climate crisis without tackling social inequality – the two 
are interconnected.

!

RESEARCH DATA

Climate Action is taking the 
spotlight





Environmental focused SDGs ranked much higher on 
the agenda than social focused SDGs. 

100% of funds targeting Climate Action.


65% of pension scheme representatives cited greater 
awareness of investment product and opportunities 
creating environmental impact.



RESEARCH DATA
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To date, more capital has been invested in environmental 
impact investments compared to social impact 
investment. Why do you think this is? Tick all that apply.

Lower awareness cited as the 
biggest barrier to social impact 
investing









58% cited a greater awareness of climate issues than 
social ones.
42% reported a lack of suitable social impact 
investment product.
Some social impact investments are more relevant for 
pension funds largely driven by investor appetite for 
long-dated investments with inflation-linked income 
and low volatility.
Track record and regulation were also commonly cited 
issues.

Enquire now

https://www.pensionsforpurpose.com/our-members/join-us.html
mailto:info@bigsocietycapital.com


Have you received impact training?Have you received impact training?

Yes 85%

No 15%

Impact training amongst pension schemes Pension fund trustees would 
welcome further training on social 
impact investment

When it came to training on impact investments, the vast 
majority had been trained (85%). When asked who should 
receive training, 100% responded that it should be the 
internal investment teams, and 75% would request 
training for pensions trustees.

Overall, > 75% of pension fund trustees would welcome 
further training.

We need more training on social impact as a driver of financial 
returns UK Pension Fund Consultant

Get in touch for more information about impact training: Email PfP about training

RESEARCH DATA

https://www.pensionsforpurpose.com/our-members/join-us.html
mailto:charlotte.o'leary@pensionsforpurpose.com


CLIMATE ACTION

Social impact investing to support 
climate action

How does the sustainable transition and commitments to net zero 
change the game for social impact investing?

This research tells us that environmental impact investments are 
receiving much greater flows of capital than social, in part because of 
greater awareness of the climate crisis and perceived greater relative 
importance compared to social issues. Yet we know that social 
impact investment is not in short supply and can offer attractive risk-
adjusted returns earning them a place in pension fund portfolios.

COP26 highlighted the need for a just transition – recognising that we 
cannot achieve our climate targets without levelling up society. For 
example, how can we transition to new low carbon vehicles, 
infrastructure and heating systems without the investment to allow 
all members of society to do so? How do we get families depending 
on universal credit or on low incomes to adopt new environmental 

technologies or behaviors when their primary concern is providing 
shelter and food?

Breaking down barriers for pension funds making social impact 
investments is key to achieving many environmental goals. We need 
capital at scale to flow towards investments that are building a 
cleaner, greener and fairer society for their members to retire into.

Given auto-enrolment, it’s important for trustees to remember that 
pension fund members are very much part of and not apart from 
society, making them in every sense able to save themselves and 
contribute to ensuring members have a world worth living in.



PENSION POWER

The UK is the world's third largest pension market. Just imagine if all of these assets turned 
sustainable, set net zero targets and adopted impact? Hover / press to see more information:

Source: WTW Thinking Ahead Institute GPAS Report 2021

£0 £400bn by 2026

Current status: on track

Defined Benefit to Defined Contribution
DC Master Trusts in the UK are due to grow 
from £80bn in 2021 to £400bn in 2026 
according to Hymans Robertson

Size - 7 largest pensions markets globally as at 2020 (bn USD) Click each of the icons for more 
about the power of pensions:

Asset allocation rotation
Traditional to alternative assets

https://www.thinkingaheadinstitute.org/content/uploads/2021/02/GPAS__2021.pdf


CONCLUSION AND CALL TO ACTION

Contact

If you’d like to find out more about how 
pension funds can get involved in social 

impact investing, please get in touch: 

charlotte.o'leary@pensionsforpurpose.com
kfulford-smith@bigsocietycapital.com

Join Pensions for Purpose and the 
growing community of pension funds.

Find out more

Accelerate your journey

Learn how other pension funds have 
started to make social impact 

investments.

Read now

Read our case studies

We will not solve the climate crisis 
without tackling social inequality – 

the two are interconnected.

Read now

Society & environment together

Learn more about social impact 
investment opportunities for 

pensions funds.

Learn more

Investable opportunities

Learn more about social impact 
investments that exist for pension 

funds across asset classes.

Find out more

Training & ongoing learning

mailto:charlotte.o'leary@pensionsforpurpose.com
mailto:info@bigsocietycapital.com
https://www.pensionsforpurpose.com/our-members/join-us.html
https://www.pensionsforpurpose.com/our-members/join-us.html
https://www.pensionsforpurpose.com/our-members/join-us.html
https://www.pensionsforpurpose.com/our-members/join-us.html
https://www.pensionsforpurpose.com/our-members/join-us.html
https://www.pensionsforpurpose.com/our-members/join-us.html
https://www.pensionsforpurpose.com/our-members/affiliate-reg.html
https://bigsocietycapital.com/our-approach/investors/
https://bigsocietycapital.com/our-approach/investors/


Case studies & 
respondents' data



Cushon, winner of the Pensions for Purpose Annual Impact 
Awards 2021

SOCIAL IMPACT AWARDS

One pension scheme that has tapped into the opportunity impact 
investing offers is Cushon, winners of the Social Impact Investment 
Award at Pensions for Purpose Annual Impact Awards 2021.

Cushon is on a mission to disrupt the workplace pension industry and 
in January 2021 announced itself as ‘the world’s first Net Zero Now’ 
pension. Through ‘The Cushon Sustainable Growth Investment 
Strategy’ the scheme makes climate-driven investments in wind and 
solar farms, forestry, battery tech, green hydrogen, climate insurance 
and social housing. Beyond environmental projects, Cushon’s 
strategy also seeks social impact through investments in sustainable 
infrastructure projects in low- and middle-income countries to 
improve access to telecoms, education and medicine.







Cushon demonstrate integration of social impact throughout their 
investment process with:

A stated social impact objective with defined investment specific 
social outcomes and a clear focus on investing to reach the most 
excluded people in society.

Clearly structured asset allocation to help achieve their impact 
objectives which includes 15% in private markets where Cushon 
believes the most social impact can be achieved.

Commitment to impact reporting, including reporting on the 
Sustainable Development Goals and where possible, aggregate 
fund-wide social impact data points.



Clwyd Pension Fund (CPF): Responsible Investment & Social Impact
INTERVIEW

In 2017, Clwyd Pension Fund recognised the increasing opportunities in Responsible Investment & Social Impact (RISI). As a first step, the pension fund started a strategic project to match 
investments made on their behalf to the SDGs. Currently, around 22% of their total fund is invested in such opportunities, across private markets like real estate, private equity and infrastructure - 
and they have recently approved a Net Zero ambition too.

Clwyd Pension Fund decided to concentrate on the 
sustainable living, health and well-being and education & 
skills SDGs. Into these SDG buckets went RISI compliant 
investments addressing an aging population, community 
health support projects, the provision of children’s 
nurseries, cleaner transport developments and more.

At the time, these RISI compliant investments amounted to 
5.8% at total CPF fund level and from those initial results, 
a recommendation was made for long term RISI targets.

The trustees didn’t act alone. 

This exercise was initiated and completed by an 
Independent Consultant who had been with the Fund over 
the long term, with successive consultants able to pick up 
on the initial work and develop further strategic

recommendations for the pension fund to consider. Since 
the project started in 2017, consultants have 
recommended a specific 4% allocation to “Impact / Local” 
investments.

Above: Clwyd shown within Wales as a preserved county

In addition, the pension fund’s investment strategy 
statement was updated to include elements related to 
Responsible Investment Principles, including provisions 
for the fund to integrate ESG issues “at all stages of the 
Fund’s investment decision making process.”

The fund recently approved a Net Zero ambition by 2050 
and a commitment that all future private market 
investments are Impact or Sustainable and/or at least 
given one of the highest two available ESG rankings from 
their consultants.



Case study: Investing in Welsh SMEs

Investing in Wales was an opportunity Clwyd Pension Fund 
wanted to pursue, as long as it would also achieve its 
financial aims. Investment managers were generally of the 
opinion that suitable investment opportunities may not be 
forthcoming in the region, however, CPF was able to 
identify an investor with a different view.

CPF made a £10 million equity investment in a £25 million 
fund raised by the Development Bank of Wales (DBW), 
which was the first time an institutional equity investor had 
backed a fund managed by DBW or its predecessor 
Finance Wales.

The £25 million Wales Management Succession Fund 
provides Welsh business owners and management teams 
the funding to buy established Welsh small and medium-
sized businesses (SMEs) when their current owners retire 
or sell.

Early investments included the successful management 
buy-outs of companies like Minerva Laboratories, an 
audiology health company supplying equipment for 
hearings aids to UK hospitals since 1952.

At the time, Colin Everett, Administrator of Clwyd Pension 
Fund said: “As a forward thinking and responsible investor 
we actively seek opportunities which deliver on both fund 
performance and sustainability objectives. 

INTERVIEW

We are delighted to make this investment [into the DBW 
fund] which will support economic growth and 
employment in a segment of the market vital for the health 
of the Welsh Economy. The investment also underpins the 
commitment of local authorities, as our principal fund 
employers, to supporting economic growth in Wales.”
The investment continues to allow Welsh businesses to 
transition their leadership, create and safeguard jobs and 
ensure business longevity within the region.

Below: Arms of Clwyd County Council 
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London Borough of Newham Pension Fund: “highly committed” to social 
impact

INTERVIEW

The award-winning, £1.6bn Newham Pension Fund is “highly committed [to] creating a positive social impact with its investments.”

This social impact is achieved in three main ways: 
financial education, engagement with portfolio companies, 
via investment managers, regarding concerning social 
issues and finally, the pension fund’s social housing 
mandate.

The second avenue is through working with investment 
managers to engage with investee companies on social 
issues. Where investee companies or their subsidiaries 
have been involved in poor practice around social issues, 
the Committee has taken a proactive approach with their 
investment managers to engage on such matters.

The third and final way is through the Pension Fund’s 
social housing mandate. The Committee wanted to 
supplement its existing commitments to infrastructure by 
investing in local infrastructure projects in order to have a 
social impact (along with the return opportunity created). 

The development of East London has brought with it 
commercial infrastructure opportunities and 
simultaneously increased demand for social infrastructure 
investment. The Pension Committee has taken advantage 
of this opportunity by investing in a social housing 
mandate.

Above: Newham shown within Greater London

The first avenue provides financial education for the 
people living the Borough of Newham. Investment 
managers and other professional firms working with the
pension fund are encouraged by the Pension Committee to 
engage with the local community, sharing both their time 
and knowledge, to help achieve this objective. 

The Committee is passionate about 
the social impact of this investment 
and wanted to show other investors 
how this kind of investment can 
work for pension schemes to 
encourage others to invest similarly.



INTERVIEW

Case study: balancing impact and risk with 
financial return

The Committee took several years to investigate and 
implement their social housing mandate. They wanted to 
ensure that their investment worked for the Pension Fund 
from a risk and return perspective, and the Council, along 
with having the desired social impact.

Investing in social and affordable housing created the 
positive social impact opportunity the Committee was 
looking for, whilst generating the returns for the pensions 
of the Fund’s members.

The biggest social impact for the council could have been 
achieved only through an unacceptably high concentration 
of risk, whilst simple infrastructure lending would not have 
achieved a high enough social impact. The Committee 
therefore decided to come to a balance between the 
concentration of risk, return and social impact, with one 
key factor in designing the mandate being risk 
diversification. Managers shortlisted respected this 
balance and incorporated a guaranteed level of social 
housing investment specifically for the council into their 
UK-wide plans.

Newham Pension Fund’s top considerations 
when selecting a manager included:

Their commitment to affordability as relative to real 
local incomes (rents capped at local housing 
authority levels).

Their commitment to improving the energy 
performance of the properties over time.

The quality of care given to residents – people who 
had experienced homelessness and/or who live with 
long-term disabilities.

The manager’s approach to engagement with the 
local community.
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Sutton and Kingston Pension Fund: "ESG needs to be built in to your entire 
investment chain”

INTERVIEW

Sutton and Kingston Pension Fund has, for the first time, gone over £1 billion of assets and are preparing to allocate between 2% and 3% of funds for environmental social impact investing, from 
2022.

prepared to do – but you also need people to acknowledge 
that the investment might not go your way and you might 
lose it.” As a result, “if my actuary is building in 3.5% as a 
minimum return for us, I’ll go searching for four projects 
that can help me hit that."

These issues are not insurmountable, and can be 
addressed with the appropriate policy, planning and long-
term view that Sutton and Kingston already have in place. 

When it comes to ESG and impact investing, what’s really 
important for Sutton and Kingston, trustees explain, is 
having that end-to-end approach. They reject the idea that 
you can have strategy or objective setting in a vacuum, or 
measurement in a vacuum – it all needs to tie in with each 
other.

“ESG doesn’t just sit in a bucket,” said the trustee 
interviewed by Pensions for Purpose, “it needs to be built 
into the entire investment chain, from your policy to the 
appointment of your advisers, through to negotiating with

What’s interesting in part here is the asset mix of those 
projects, “we’re seeing a shift in the types of opportunities 
that are coming to our door, and the risk-return profile of 
them. For example, four or five years ago it tended to be 
mainly property investments, but that’s changed now.  One 
fund manager has come up with social bond funds more 
recently,” said one trustee, acknowledging the social 
impact space is still relatively new. There are new 
interesting products coming to market, but “that’s 
probably because there’s a lot more collaboration and 
sharing of ideas as well.”

But what are the challenges they face? “The first one we 
see is, both investors and managers wanting to jump on 
the ESG bandwagon. For investors, I wonder, are they 
properly assessing whether certain assets, or investments 
or managers are right for their fund?”

“The second challenge, is getting people to acknowledge 
that going to ESG can present an opportunity cost. You’re 
not going to get your 9%. You might get a 3% or 4%, and 
you might accept that it’s slow, but it’s something you’re

“We are doing a lot of impact investing already across all 
asset classes” one trustee says, explaining that they’re 
active in equities, bonds and even in private investments. 
“We also have a regional focus when it comes to social 
and affordable housing, with most of our attention on 
London."

ESG doesn’t just sit in a bucket, it 
needs to be built into the entire 
investment chain, from your policy to 
the appointment of your advisers, 
through to negotiating with your 
pool, to your fund managers and 
finally to the reporting.



INTERVIEW

your pool, to your fund managers and finally to the 
reporting.”

For this reason, this year the pension fund is undergoing a 
strategy exercise to ensure their existing investments are 
formally linked with UN SDGs, whilst the £20 million 
investment pot dedicated to social impact from 2022 
brings intentionality. “Intentionality is the difference 
between investing with impact and investing for impact,” 
observes Charlotte O’Leary, CEO of Pensions for Purpose.

[We] ESG score [our] providers as 
part of the process. ESG isn’t just for 
portfolios.

"Exactly. We want the SDGs to reach into all areas of our 
portfolio. It’s not enough to have the standalone 
commitment to social impact and it’s not enough to be 
doing impact investing without the intentionality there,” 
say the trustees. 

But Sutton and Kingston’s end-to-end approach well and 
truly embeds ESG through the organisation’s thinking. 
“When we appoint mangers and consultants now, we ESG 
score those providers as part of the process. ESG isn’t just 
for portfolios.”

For this reason, a newly appointed consultant whose focus 
is on reporting on the activities of third party managers will 
look at both financial return and ESG factors. "That means, 
we’re looking at all of our managers and scoring them for 
ESG across their investments and their own reporting 
effectiveness. If managers score low on our five-point 

Above: Sutton and Kingston shown within Greater London

scale, we’ll work with them to find out why and help them 
to bring that score up.” In this way, ESG can become a 
virtuous cycle, with organisations working together lifting 
each other to higher ESG standards.
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South Yorkshire Pensions Authority: making money and doing good
INTERVIEW

South Yorkshire Pensions Authority discuss with Charlotte O’Leary how they’re investing in a mix of social and environmental impact assets, through pensions pools and their own direct 
investments.

South Yorkshire Pensions Authority (SYPA) invests mainly 
for social and environmental impact. Along with 10 other 
local UK pension funds, SYPA participates in the 
sustainability-focused Border to Coast Pensions 
Partnership. 

This is one of the largest public sector pension pools in 
the UK, with assets of around $46bn and it provides SYPA 
with good, managed exposure to sustainable 
infrastructure. “Internally, we call social impact investing 
‘infrastructure investing,’” one trustee says “as we have 
such a great allocation there between ‘Border to Coast’ 
and some of our own investments.”

Whist most of the allocations SYPA have made to 
infrastructure are environmental, some of them do blend 
into social impact themselves. “We’re focused on social 
infrastructure, which also generates that consistent return 
profile that we’re looking for.” An investment in a long-
term, inflation linked asset like a bridge, which literally 

connects communities, certainly provides that return over 
the long-term. But seeing the large amounts of investment

We generally like opportunities that 
mean we’re the last piece of the 
puzzle: we provide an investment to 
get a project with social impact over 
the line.

Above: South Yorkshire shown within England

flowing into renewable energy and with enough exposure 
to sustainable infrastructure within its own portfolio, 
SYPA’s trustees wanted to make sure its other 
investments were not only diversified but took the 
opportunity to address other SDGs. “The investments 
we’re making in the pure impact spaces tend to be social 
now, because we dealt with environmental elsewhere,” 
said one trustee. “We also don’t want to just sit on hard 
assets generating a similar return profile.”



INTERVIEW

We’re lending into areas in South 
Yorkshire that the banks simply 
aren’t. That also means we get a 
slightly better return because there’s 
clearly a risk premium there. At the 
end of the day, we know we’re not 
philanthropists, we’re in this to make 
money.

However, looking for alternative investments capable of 
addressing all the SDGs, whilst being large-scale enough 
to actually invest in, proves challenging. 

“Water is one of the SDGs we've chosen to focus on. It’s 
often difficult to find investments in clean water through 
an equity allocation, for example. However, we're making 
do with existing third-party manager relationships that we 
hold and encouraging them to go out and focus on this in a 
material way.”

In other areas, the pension fund can take a far more direct 
approach. “We're looking to make sure that the more 
traditional companies we’re invested in are behaving 
properly – not exploiting their workers, or not doing any 
other horrible, nasty things that we may see emerge.”
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Closer to home, does the pension fund invest in social 
impact? “We define social impact as, the area into which 
we specifically make investments to achieve a social 
objective. It’s the intentionality to make that positive social 
impact alongside our financial objective or a broader 
policy objective. It might be a social or environmental 
policy objective, for example.” 

To this end, the pension fund invests in a fund that delivers 
affordable homes to the people of Yorkshire. Another 
investment delivers supported housing for people with 
disabilities. “All of these things achieve a social objective 
and they also make us money,” say the trustees, “the fact 
that they’re in a relatively small, restricted space and have 
a focus, brings a degree of risk but that’s what also 
generates additional returns for us.”

SYPA also looks at local development loans, which have a 
wide range of impacts. “There are some that generate 
long-term employment, others are housing related. We 
generally like opportunities that mean we’re the last piece 
of the puzzle, we provide an investment to get a project 
with social impact over the line.” Many of the social impact 
investments in the SYPA’s portfolio may not have 
happened at all without their help.

“We’re lending into areas in South Yorkshire that the banks 
simply aren’t. That also means we get a slightly better 
return because there’s clearly a risk premium there.



INTERVIEW

"At the end of the day, we know we’re not philanthropists, 
we’re in this to make money.” That money goes on to pay 
for the retirements of its members.

So what's the final word from SYPA on making social 
impact investments? “How do we make money is our 
focus, but how can we do good at the same time.”

We define social impact as the area 
into which we specifically make 
investments to achieve a social 
objective. It’s the intentionality to 
make that positive social impact 
alongside our financial objective or a 
broader policy objective.

#1 – Undescriptive naming conventions

The trick to raising social impact assets successfully is in 
the framing of the sell, according to trustees.

When managers talk about “social impact,” it's not easily 
understandable. “What is the actual investment? What are 
you doing? Are you involved in social services?” Whereas, 
if that same manager says, “‘I’m raising a fund that invests 
in skills and training which are sorely needed in your area,’ 
I’ll be a lot clearer as to what they’re actually doing and 
investing in, rather than just saying ‘I’m raising a social 
impact fund,’ which is very undefined.” They still might not 
invest, but it won’t be because they don’t understand what 
you’re doing. “It will be because it doesn’t meet my 
investment criteria."

#2 - It doesn’t achieve a scheme's financial objectives

The end-all of a pension fund is to provide a retirement 
income to its members. “I’m not terribly worried which 
pocket an investment fits in, whether it’s equity or private 
debt. My main concern is, is it ultimately making the 
scheme money, preferably an index linked return. If the 
manager is doing that, and it’s making a positive social 
impact, we’ll pick that investment over others that fit our 

The three largest barriers to making social impact investments, according to SYPA

financial objectives but not our social ones.”

#3 - Managers are too niche, so their fund lacks scale

Many asset managers offer products that are worth 
investing in, but are just far too small for a pension fund to 
deal in. Small-scale solar panel installation on a 
community building, or on top of the rooves of a few local 
schools, are all too small to fund. 

“Those managers aren’t recognising they’re further down 
the investment chain. What might work is where someone 
is bringing together all of those projects and aggregating 
them. I can’t invest in $12 million pound chunks, it’s just 
not going to work.” Aggregating the projects though could 
work, bringing depth and scale to the opportunities “as 
there are an enormous number of these projects going on 
in communities up and down the country.”



Volvo DC Scheme: no factors or impacts – social, environmental or 
governance – should be selected in isolation; they are entirely 
interrelated

INTERVIEW

Volvo Group UK Retirement Plan (UK) discussed with Charlotte O’Leary the drivers behind their scheme’s active ESG manager selection process, the difficulties they faced and tips for asset 
managers looking to attract investments.

The Volvo trustees embarked on their journey of manager 
selection with the help of their pensions consultant. 

Following training in the considerations around ESG 
investing, trustees agreed that they would allocate 50% of 
overall  scheme assets into trustee-picked, actively 
managed ESG funds. Scheme members would be offered 
the option to invest further in a range of other active ESG 
managers via self-select.

Half of total funds represented a significant commitment 
on behalf of the scheme. So on what basis would trustees 
actually hire a manager? The answer won't surprise many: 
returns, diversification and “the best reporting across 
impact.”







Better impact reporting relative to one’s peers is a major 
reason trustees gave as to why they would select one 
active ESG manager over another. Currently, ESG 
reporting is very academic in nature, but this is not what 
trustees are looking for. When considering impact 
reporting, managers should create reports that are:

Focused
Visual
Carry an executive summary not more than a single 
paragraph

Following these steps helps trustees focus on the 
important findings in an impact report, which are too often 
lost in lengthy reports that lack charts, other visuals and 
an appealing layout.Above: Volvo



INTERVIEW

Trustees rejected the idea that the reason behind social 
impact investing should be made purely on the strength of 
social issues. “It’s very difficult to use social impact 
investing that way and in my view, trustees can run into 
issues if justifying an investment on a pure social 
message.”

This is because many social issues come back to either 
governance or the environment, which an active ESG fund 
should also be covering, therefore confusing the message 
to trustees and perhaps even confusing the manager’s 
own investment strategy, with the lines blurring between 
the E, S and G.

The trustees also commented that there’s a lack of 
acceptance and understanding of the social side of 
investing, in a way that the environment and governance 
doesn’t suffer from. “Governance and environmental 
investing are clear. Social investing, it could be child 
labour or it could be how you treat your employees. 
There’s fundamentally a less clear message in the market 
about social investing than there is, say, around 
environmental impact and the imperative to stop global 
warming by several degrees – a singular, very clear 
message.”

Managers should therefore think about their social impact 
strategies in a way that avoids these issues and any 
crossover with environmental or governance investment 
activities.



INTERVIEW

A lack of track records – and why backward projections 
don’t work.  

It's a relatively new space, so a lack of track record is to be 
expected. However, too many managers are claiming 
longer track records than they actually have – “they say, ‘if 
we’d been running this portfolio the same way for so many 
years, we would have achieved this return.’ That may be so, 
but asset owners have to have faith in a manager’s process 
and whether it would be followed over all of that time.”

Will managers stick to their strategy and to the parameters 
they have set themselves, over the long term? If they are 
doing that, but need to divest, are they doing that too? 
"That’s what asset owners check on. What's the 
philosophy? To what extent are managers following that 
philosophy?"

Too many asset managers are not ready to offer true ESG 
funds.  
 
Some trustees believed that part of the barrier to investing 
in ESG came from the asset management industry itself. 
“There are still too many asset managers clinging on to 
their particular groups of funds” said one “they’re just 
proliferating the same product that largely work in the DB 
space. They’re trying to time when it’s best to start 
migrating to DC.” Some of the largest asset managers are 
falling into this trap, but it may be a case of “build it and 
they will come,” rather than waiting from a scale 
perspective of when to jump into DC.

Part of the solution may be consolidation within the asset 
management space, it is thought. Whilst DC schemes are 
getting hungrier for more products, there are still “too many 
active asset managers that actually for a long time, have 
not been adding much value in reality. The returns have 
been poor. I wonder whether the sustainability issue may 
act as a driver for some consolidation a shift in product.”

2 3
There is a lack of choice of manager.  

This is the biggest barrier by far: there are still relatively 
few active asset managers in the ESG space offering 
products for DC schemes. A lot of managers may be put off 
of going down the active ESG route because of the charge 
caps on workplace pension fees, as active ESG funds can 
be expensive to run.

However, the trustees believe the government have made 
some effort to address the lack of ESG products for DC 
schemes with the Pensions Schemes Act 2021 and that 
there are more blended products now emerging, offering 
more liquidity and the ability to manoeuvre within the fee 
cap.

Whilst the scheme is looking for private market 
investments, it still offers less choice and limited 
opportunity for DC schemes, unless the scheme is 
sufficiently large.

1

Top challenges Volvo Group UK Retirement Plan (UK) faced when 
selecting an asset manager for impact



SUMMARY OF RESPONDENTS

Participants Pension fund type Asset range

31%

69%


