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Introduction 19 

WHY THIS GUIDANCE? 20 

Impact investing has long been defined as investments that were made with the intention to achieve 21 
positive impacts as part of the investment strategy. For many years, impact investing has been strongly 22 
associated with private markets, and an established set of practices and characteristics have gradually 23 
emerged. Over the last few years, investors have increasingly begun to seek investment strategies that 24 
deliver positive, intentional real-world outcomes across the full range of asset classes, including in public 25 
markets and, specifically, in listed equities. As new strategies have come to market, there has been a 26 
diversity of ways in which these describe themselves, which has led to questions as to what constitutes an 27 
“impact strategy” and what to expect in the listed equity asset classes.  28 

As an asset class, however, listed equities differ in important ways, such that it is not possible to exactly 29 
replicate practices used in other asset classes. Some of the primary differences include: 30 

1. Investor - investee relationship: Share ownership in listed companies and in listed equity funds tends 31 
to be spread among a larger and more diverse number of investors than is the case for typical funds in 32 
private markets. Individual investors in the listed equity tend to have less concentrated ownership in a 33 
single investee, which can influence their ability to influence/engage companies. Share price does play 34 
a material role in supporting other types of capital raising operations (debt and equity) that listed 35 
companies undertake as well as other aspects of their business success. However, capital invested into 36 
a listed company via secondary market trading does not directly contribute to the company's balance 37 
sheet. As such, evaluating assertions about the extent of investor contribution to outcomes and 38 
impacts requires a close review of the actual portfolio constructed by the manager, the associated 39 
processes, and evidence of the effectiveness of those processes.  40 
 41 

2. Diversification within individual portfolios: Unlike other asset classes, investors have immediate and 42 
ready access to thousands of investment options on a daily basis. As such, the level of diversification 43 
typically expected of strategies in terms of attributes such as geography, sectors and subsectors, 44 
themes, and market cap is substantially higher than for other asset classes. This can lead to investment 45 
mandates that are substantially broader than found in other asset classes, which adds a degree of 46 
complexity in seeking to target and manage specific environmental or social impacts. 47 

 48 
3. Liquidity and fluidity of the market: The holdings in listed equity portfolios are constantly changing 49 

value, and positions can be entered and exited with minimal barriers. Listed equity portfolios seek to 50 
maintain alignment with various target allocations through regular re-balancing and therefore 51 
demonstrate comparatively higher turnover and activity as compared to other asset classes. Investors 52 
who seek to deliver a contribution to outcomes through sustained engagement or support of share 53 
price must develop policies to align their portfolio management and turnover with their impact 54 
objectives.  55 

 56 
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4. Complexity of investees: Companies in listed equities are more likely to have diversified business 57 
models and geographic footprints. Further, the footprint of companies may be comparatively complex, 58 
with material positive and negative impacts present within the same company and in the same area of 59 
business. For example, a company may be an important contributor to advancing renewable energy, 60 
yet the majority of its assets are still carbon-intensive, and its renewable energy supply chain may 61 
have significant negative impacts on other sustainability dimensions. This leads to more complexity in 62 
trying to reach a single conclusion about the impact of a company and its relationship to an impact 63 
strategy. 64 

 65 
5. Access to data: Voluntary and mandatory disclosure requirements have resulted in a higher volume 66 

and standard of data disclosure by listed companies about their strategies, policies, practices, and 67 
outputs as compared to other asset classes. However, company disclosures tend to not include 68 
measurements of outcomes, so many investors approach gauging impact through projections/models. 69 
As compared to other asset classes, companies tend to be larger and more complex, which means that 70 
it is more difficult to rely on a simple set of indicators and metrics for analysis. Further, detailed data 71 
on products, services, and other outputs suited to such projections tend to be limited in routine 72 
disclosures and complex to obtain.  73 

 74 
6. The role of traditional equity indices/benchmarks: For conventional investors, a market 75 

index/benchmark typically provides a starting point for a fund manager to construct a portfolio and 76 
directs how that portfolio should be managed on an ongoing basis from the perspectives of both risks 77 
and return. In listed equities, a fund manager is generally expected to match performance against a 78 
passive index as a benchmark. In standard indices, neither the selection of the index constituents nor 79 
their respective weighting is based on the specific company impact profile of the companies. Managers 80 
in the listed equities asset class often face significant implicit market pressure to match the attributes 81 
of a given benchmark in designing their portfolios, which can constrain the perceived scope for 82 
innovation.   83 

These differences all have implications for the manner in which investment managers can pursue positive, 84 
intentional impacts, which has led to questions about how “impact” can best be delivered through public 85 
markets and how to distinguish the relative ability of funds to deliver positive impacts through their 86 
investment strategy. Recognizing these questions in the market, the GIIN has been leading a Working 87 
Group process amongst its members since 2020 to explore how impact can be approached in the listed 88 
equity asset class. 89 

WHY DO LISTED EQUITIES MATTER? 90 

For many years, impact investing strategies were predominantly focused on private market investing. 91 
These investment strategies provided critical support for early-stage companies through to late growth 92 
stages and were generally seen as an impact on the assumption that investors' contribution was visible by 93 
virtue of injecting new capital. However, a finance ecosystem that only includes private markets is 94 
incomplete, and public markets are an important part of the life cycle of companies that aspire to reach a 95 
certain scale.  96 



 

 Draft for Public Consultation 
 4
  

 97 

Finding ways to effectively apply impact thinking in public markets would bring benefits in three 98 
important ways. First, the capital needs of companies do not end either at the IPO stage or even after 99 
becoming listed. In order to sustain the continued growth and impact orientation of companies, it is 100 
important to have funds that actively seek out and value the impact returns of companies as part of their 101 
investment thesis. Second, listed companies can operate at a scale that is significantly larger than 102 
privately held companies and has the potential to generate correspondingly greater impacts. For some of 103 
the sustainable development challenges that require the mass deployment of new technologies or 104 
operating practices, public companies are a necessary component. Third, listed equities can democratize 105 
impact and unlock new capital. Private markets are closed to retail investors in many parts of the world, 106 
which means that retail investors with an impact orientation lack options. Finding ways to effectively 107 
pursue impact investing via listed equities would unlock a new stream of capital to support sustainability 108 
goals an.  109 

The potential value of listed equities as an asset class is clear. The key, however, is to determine the 110 
extent to impact investing strategies in the listed equities asset classes can legitimately deliver on their 111 
promise and recognize the limitations of the asset class where they exist. The GIIN’s Working Group 112 
process has been focused on addressing these questions.   113 

ABOUT THIS DRAFT GUIDANCE 114 

The guidance will assist asset owners in better distinguishing 115 
the differences between fund offerings in relation to their 116 
potential for pursuing positive, intentional impacts. 117 
Environmental and social information can be incorporated 118 
into investment processes in pursuit of a range of different 119 
objectives such as values alignment, risk avoidance, 120 
integration into share valuation methodologies, the pursuit 121 
of positive impacts, and more. It is important to be able to 122 
distinguish between the different purposes and to recognize 123 
the adjustments needed to investment processes to deliver 124 
these objectives. It will support asset managers in 125 
understanding the expectations that should be considered in 126 
the course of fund/portfolio design. 127 

The guidance document will describe: 128 

- A limited number of practices or characteristics that 129 
an investor might reasonably expect to find as part 130 
of any equity fund/portfolio asserting to pursue 131 
positive impact; and 132 

For impact investments to contribute 
effectively to positive social and 
environmental impacts and for the 
approach to remain credible, the financial 
markets need clarity on expected practice 
and the terms of participation in the 
impact investing market. As such, the GIIN 
has developed the Core Characteristics of 
Impact Investing, refined in partnership 
with leading impact investors, to define 
what constitutes credible impact 
investing. These Core Characteristics will 
help investors understand the essential 
elements of impact investing, define the 
credibility of their practices, and consider 
the quality of the practices of potential 
investment partners. These characteristics 
encompass intentionality, use of evidence 
and impact data, management of impact 
performance, and contribute contribution 
to the growth of the industry and are 
outlined in more detail on the GIIN 
website.  

https://thegiin.org/characteristics
https://thegiin.org/characteristics
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- Examples of ways in which asset managers may choose to implement these expectations. 133 

Fund managerss implementing the guidance outlined in this document may also choose to implement 134 
processes that are applied in strategies that use environmental and social factors to pursue other goals 135 
(e.g., integration into financial analysis).  136 

CONTRIBUTION 137 

Within the practice of impact investing, the GIIN recognizes two types of contributions that derive from 138 
the investment process. First, the activities of investees will directly contribute to certain outcomes and 139 
form a necessary part of the basis for their inclusion in an investment portfolio. Second, there are the 140 
actions that an investor takes to support, accelerate, or enhance the ability of the company to deliver 141 
these impacts. This may include providing capital (debt, equity, or other), engaging with management, 142 
and providing technical assistance and other means. This investor contribution is related to but separate 143 
from the investee contribution. As an example, within public markets, it is common for investors to 144 
review the business activities of portfolio companies and assess their alignment with the SDGs. Such an 145 
approach speaks to the contribution of investees to sustainable development, but it does not speak to the 146 
contribution of investors. In addition, these contributions should be focused on solving a definable 147 
problem, closing gaps, or addressing underserved needs. As an example, food and healthcare are both 148 
necessary for quality of life and basic needs, but that does not mean that all food companies and all 149 
healthcare providers are automatically impact investments.  150 

In the case of listed equities, there are generally two ways in which investor contribution may be seen. 151 
The first is through the market effects of investing. Investments in secondary markets typically do not 152 
directly provide new capital to companies, but secondary trading does have an influence on share value, 153 
which is important for companies' ability to execute strategies. In some situations, investors can have the 154 
potential to contribute in a meaningful manner to support sharing price. In addition, it is worth noting 155 
that companies can use the IPO process to raise new capital as well as additional rounds of equity raising 156 
after their listing. The second is through engagement with companies to influence change in business 157 
strategy or operations. This is discussed in more detail in a later part of the document.  158 

The actions associated with these contributions are important for evaluating differences between 159 
strategies. The actions associated with engagement are discussed in more detail later in this document 160 
but generally pertain to the degree of alignment of engagement and aspects of the execution. In the case 161 
of supporting share price, sometimes actions can relate to holding patterns and being a patient investor 162 
who contributes to sustaining a price level. Other actions can relate to helping to make companies more 163 
visible in the market and/or better understood, particularly when portfolios include companies that 164 
generally have less analyst coverage or where the impact aspects of their business are not explicitly 165 
valued by other investors. Companies benefit from strong share price through the ability to implement 166 
other capital market operations linked to share price, the ability to retain talent through share-based 167 
remuneration, and through sustained capital accumulation that reinforces these two benefits. 168 
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In both examples (i.e., supporting market value and engagement), there are situations where investor 169 
contribution is arguably stronger or weaker. Compared to private market situations where investors may 170 
be contributing completely new capital to allow for expansion of operations, investor contribution in 171 
listed equities through secondary trading is harder to measure, and attribution is more complex. This 172 
document explains some of the practices that an asset owner should evaluate when comparing strategies 173 
against each other to evaluate investor contribution. The GIIN will be conducting additional work on this 174 
topic. 175 

ABOUT THE GIIN’S LISTED EQUITIES WORKING GROUP 176 

The GIIN’s work on equities began with the formation of a Working Group amongst its members at the 177 
end of 2019. The purpose of the Working Group was to assess how funds in the listed equities asset class 178 
could approach delivering “impact” as an objective. The project has used the GIIN’s Core Characteristics of 179 
Impact Investing, which summarize a decade of industry learning on the attributes and practices that 180 
underlie impact investing, as the point of reference. A key premise of the Working Group has been that if 181 
funds are being introduced into the market as incorporating “impact” as an objective, then the underlying 182 
investment processes should be distinguishable from other types of funds incorporating environmental 183 
and social factors in visible ways. Further, there should be some definitive commonalities to be found 184 
across asset classes in the discipline of impact investing.  185 

Over the course of 2020, the GIIN and the Working Group conducted research to assess the trends in the 186 
market and speak with fund managers offering funds identified as “impact funds” to understand the 187 
approaches applied. This research culminated in a discussion document released by the GIIN summarizing 188 
the areas where funds appeared to be distinguishable from past sustainable investing strategies as a 189 
result determinant of the setting an “impact” orientation. This phase concluded with mapping these 190 
differences against past experience in impact investing using the Core Characteristics as the framework.  191 

In 2021, the Working Group shifted focus from assessing trends to future practices which resulted in the 192 
drafting this guidance document, which is now being released for further industry dialogue and 193 
consultation. During this period, the GIIN will be conducting active outreach to other relevant industry 194 
organizations to share our thinking and invite feedback. At the end of the time public comment period, 195 
the GIIN will consolidate the feedback and work together with our Working Group to determine any 196 
further changes needed to the document before releasing a final version.   197 

How to Provide Feedback 198 

The GIIN is sharing this document for public consultation and inviting feedback until 15 29 August 2022. 199 
To provide feedback, please visit the GIIN website and submit your comment via the feedback form on 200 
the site. Please make sure to indicate whether your comments are provided in a personal capacity or on 201 
behalf of an institution as a whole.  202 
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Draft Guidance 203 

STRUCTURE OF THE DRAFT GUIDANCE 204 

The guidance on practices is organized according to the four aspects of the investment process that were 205 
identified through research and consultation as important to the ability to generate impact. Under each 206 
step, the document has been organized into three segments: 207 

- Baseline practices (in blue text) – This text is drawn from the Core Characteristics of Impact 208 
Investing and represents foundational practices that are applicable across asset classes. 209 

- Basic expectations – This text presents baseline practices that an investor could reasonably 210 
expect to find in a fund/portfolio that is pursuing impact in listed equities.  211 

- Explanations and examples – This text will help elaborate on examples of some of the ways in 212 
which impact-oriented listed equity funds/portfolios may implement these expectations and may 213 
also help explain how some of these expectations may differ from other responsible or 214 
sustainable investing strategies. 215 

Impact investing in listed equities is not differentiated from other types of sustainable investing by a 216 
single action or indicator but results from a combination of changes that starts with a defined impact 217 
mandate that the investment strategy is intended to deliver. The subsequent investment and 218 
fund/portfolio management processes then need to be adapted to allow the fund/portfolio manager to 219 
assess progress against that impact mandate and take actions accordingly. The sections below highlight 220 
some of the specific practices that might be expected from an asset manager presenting a fund/portfolio 221 
that seeks to achieve a positive impact in the listed equities asset class. These practices may exist 222 
alongside other sustainable investing practices that are designed to serve other purposes in an 223 
investment process, such as negative screening or valuation of ESG-related risks and opportunities. In 224 
many cases, impact funds will include a layer of practices and processes designed to ensure that their the 225 
portfolio manager is able to pursue positive impacts in an intentional manner while also avoiding creating 226 
significant unintentional harm or negative impacts on the same or other issues.  227 

As with any investing, the pursuit of impact occurs in conjunction with the pursuit of the financial 228 
objectives articulated for the fund. This document does not offer specific commentary on financial 229 
performance, but it is assumed that investment managers will seek to deliver both a defined financial 230 
return and an impact return to their investors. This document focuses on the decision-making processes 231 
related to impact that would reasonably be expected to be present in such a fund and would function in 232 
an integrated manner with financial considerations to drive the investment process. 233 

Questions for Consultation 

Please review the basic expectations with a specific focus on the statements highlighted in green. Our questions are: 

1) Are these the appropriate expectations to describe and differentiate an impact strategy in the listed equities asset class? 
2) Are there any expectations missing? 
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1. SETTING FUND/PORTFOLIO STRATEGY 234 

The Core Characteristics of Impact Investing (#1) 235 

The fund/portfolio strategy seeks to intentionally contribute to positive social and environmental impact 236 
through its investments alongside achieving a financial return. This includes setting transparent financial 237 
and impact goals as well as articulating an investment thesis that is explicit about these goals and the 238 
strategies that the fund/portfolio will use to realize them. 239 

Proposed Basic Expectations for Listed Equities 240 

1) The fund’s / portfolio’s prospectus (or equivalent document per jurisdiction) states the intended 241 
real-world impact of the investment strategy, which is supported by a problem statement and a 242 
theory of change that includes a description of how the fund/portfolio will contribute to 243 
accelerating the impacts of its portfolio companies.  244 

 245 

Explanation and Examples 246 

Sustainable fund/portfolio strategies will typically make reference to investing in companies that meet 247 
financial objectives and demonstrate sustainable business practices across a broad range of areas and/or 248 
align with sustainability norms and principles. In some cases, sustainable fund/portfolio strategies will 249 
include an explicit objective of risk management in relation to environmental and social trends.  250 

Impact strategies will explain the specific, intentional positive impacts that they seek to achieve. This will 251 
include a theory of change (see appendix) that explains the challenge(s) that the fund addresses, relevant 252 
stakeholders, and how the fund will contribute to the positive impacts of the investee. The impact goals 253 
and priorities of funds/portfolios will vary and may derive from a range of references, including a) specific 254 
client mandates; b) the fund/portfolio manager's own research; or c) a global reference point that is 255 
relevant to a broad range of clients (e.g., the SDGs).  256 

The specific means for accelerating impacts in the real world will vary by fund and often will involve some 257 
combination of sustaining share price and engagement with portfolio companies. The combined 258 
information in the prospectus should be sufficient to enable an investor to assess the potential for the 259 
fund manager's approach to accelerating impacts to succeed. For example, an investor focused on 260 
supporting market value might provide information about the size of the companies held in the fund, the 261 
market conditions under which they trade, how the fund manager contributes to supporting share value, 262 
and how the company benefits. 263 

In addition to signaling or any other means identified by the fund manager, all listed equity strategies 264 
should, at minimum, participate in proxy voting and other engagement that targets the fund’s impact 265 
objectives and theory of change. 266 

 267 
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As examples of how this might manifest: 268 

- A fund/portfolio specifies a set of investable SDG themes to guide their fund/portfolio strategy 269 
and develops impact objectives, a theory of change for each theme based on the underlying SDG 270 
targets to define their investment priorities, and associated KPIs. These are included in the fund 271 
prospectus, along with information on how the design of the engagement strategy will focus on 272 
advancing specific requests related to the fund's theory of change. 273 

- A fund or portfolio manager builds a strategy focused on companies that provide solutions to a 274 
specific group of sustainability challenges (or SDGs) through their products and services. The fund 275 
manager develops a theory of change that explains the pathways for addressing the 276 
sustainability challenges as a basis for evaluating the relative importance of different company 277 
solutions and for guiding the investment process. 278 

 279 
2. PORTFOLIO SELECTION 280 

Based on their strategy, asset managers implement a process of selecting individual equities that are 281 
suited to the portfolio objectives. Most sustainable investing funds/portfolios include screens and 282 
comparisons of various types that evaluate corporate performance against a range of environmental, 283 
social, and governance factors. The methodologies may vary, but they generally seek to take a holistic 284 
view of a company vis a vis the material ESG factors for a sector or a set of broad principles. Impact 285 
investing strategies may also apply some of these techniques but are designed with a more explicit set of 286 
positive, intentional investment objectives that influence the parameters of the investment strategies. A 287 
fund with an articulated strategy, set of impact objectives, and underlying theory of change will need to 288 
select a portfolio of companies that can contribute to the goals targeted by the fund. The relative scale 289 
and breadth of impact present or possible will likely vary amongst holdings, but all holdings should still 290 
have a measurable relevance to the impact strategy and be managed against the impact goals/targets 291 
that apply across the fund. 292 

The Core Characteristics of Impact Investing  293 

The fund/portfolio manager selects a portfolio of companies that are aligned to the impact strategy of the 294 
fund/portfolio. The individual portfolio constituents are selected based on their potential contribution to 295 
the achievement of the impact objectives set by the fund/portfolio and are systematically monitored and 296 
managed in that regard during the holding period.  297 

Proposed Basic Expectations for Listed Equities 298 

1) The fund/portfolio defines an investment universe, approach to diversification, and a number of 299 
holdings that are aligned to the specific real-world impacts targeted by the fund/portfolio 300 
strategy. 301 

 302 

 303 
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Explanation: 304 

The fund/portfolio strategy will state priorities and intended impact results. These criteria will allow for a 305 
determination of which sectors and companies are relevant to the objectives of the fund/portfolio and, 306 
therefore, should be considered part of the investment universe. This will likely require placing a greater 307 
emphasis on specific market segments/sectors as compared to a more general fund that seeks to diversify 308 
across all sectors of the market or invest in the "best-in-class" across the market. Taken in combination, 309 
this should lead to a portfolio composition that will have distinct and explainable differences from a fund 310 
that considers ESG broadly. 311 

Funds that rely on engagement as their primary strategy for accelerating the impacts associated with their 312 
investee companies should also consider the potential for success in company engagement in the course 313 
of the investment selection process. 314 

2) The business models and core activities of each company held in the portfolio should be directly 315 
relevant to the fund’s impact strategy and investment thesis and should represent a material part 316 
of the company’s business, particularly for companies that are large or diversified in their scope of 317 
business. In addition, the fund manager should define how a holding is expected to contribute to 318 
the changes targeted by their impact strategy. 319 

Explanation: 320 

Listed companies typically demonstrate greater diversity in geographies, clients/stakeholders influenced, 321 
and product portfolio offered as compared to asset classes such as real estate or private equity. As such, 322 
funds/portfolios should have a replicable, consistent, and quantifiable method in place to determine 323 
whether or not a prospective investment has sufficient alignment with fund/portfolio objectives. 324 
Examples of different approaches for defining thresholds might include (but are not limited to) an 325 
assessment of: 326 

- Corporate mission, vision, and stated objectives. 327 
- Revenues are derived from activities related to the impact. 328 
- The product and service portfolio of the company; and 329 
- Whether or not the company occupies a unique niche or contribution to the problem or 330 

stakeholders of most concern to the impact strategy of the fund/portfolio. 331 
 332 

3) The holding period of individual equities in the portfolio is decided based on the fund's strategy 333 
for achieving its stated impact goals.  334 

 335 

Explanation: 336 

Listed equity funds achieve their impact contribution through engagement or through seeking to support 337 
share price. In order for such strategies to be effective, the investor needs to hold the equity for the 338 
duration of the time required to achieve the impact goals identified by a fund manager, which has 339 
implications for the holding period for investments. For example, investors seeking to achieve changes in 340 
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listed equities through engagement may need to hold their positions for longer periods of time and may 341 
demonstrate lower portfolio turnover than other types of funds. On average, investors might expect 342 
impact funds that drive impact through engagement would have a longer holding period than non-impact 343 
funds. Similarly, those focused on contributing through supporting share price stability or growth would 344 
have to consider the impact implications of rapid exits of positions, particularly in small-cap or illiquid 345 
stocks.  346 

As examples of how this might appear, some funds/portfolios might: 347 

- Design the fund/portfolio around the expectation of longer holding periods that are linked to the 348 
duration required to achieve progress on an impact target or set a minimum holding period for 349 
investments.  350 

- Formalize procedures for assessing impact performance together with other dimensions of 351 
performance in making decisions about portfolio turnover/holding periods. 352 
 353 

3. ENGAGEMENT 354 

Most types of sustainable investment have employed stewardship or active ownership strategies as part 355 
of seeking to motivate improvements in corporate performance for more than three decades. However, 356 
they vary significantly in terms of their engagement focus (including the objectives) and how the 357 
engagement relates to the portfolio.  358 

The Core Characteristics of Impact Investing (#3) 359 

Impact investment funds/portfolios use performance data in decision-making to manage investments 360 
towards the achievement of social and environmental objectives. This includes embedding feedback and 361 
engagement loops through the life of the investment as feasible.  362 

Basic expectations of Listed Equities  363 

1) The engagement priorities are developed based on the fund’s / portfolio’s theory of change and 364 
focus on actions that can accelerate the company’s contributions to the impact objectives of the 365 
fund.  366 

 367 

Explanation: 368 

Engagement strategies in many sustainable investing funds/portfolios can cover a very broad range of 369 
topics related to ESG performance, and the choices of topics are often inspired by a range of reference 370 
points from risk assessments to international norms and principles (e.g., universal human rights, U.N. 371 
Global Compact, etc.). For impact funds/portfolios that identify their investor contribution as derived 372 
through engagement, the choice of topics and the substance of the proposals/requests to investee 373 
companies are directly linked to the impact objectives embedded in the fund/portfolio strategy. In 374 
selecting an investment for an impact portfolio, impact investors will typically have identified a specific 375 



 

 Draft for Public Consultation 
 12
  

connection between the business and the theory of change, which would likely also be the core focus of 376 
the majority of engagement processes. Fund managers may also choose to engage beyond the topics 377 
highlighted in the fund strategy as supplemental activity, but impact funds that rely on engagement as a 378 
core vehicle for their investor contribution should be able to demonstrate a clear connection between 379 
their impact priorities and the core of their engagement program.  380 

Examples of engagements that focus more on actions to accelerate corporate impact and less on general 381 
policies and risk frameworks might include: 382 

- Working with an investee company to make its product more accessible to underserved 383 
populations through pricing, distribution mechanisms, or other changes to business strategy and 384 
operations. 385 

- Requesting a food company to enhance make a product line healthier to consume (i.e., reducing 386 
the sugar content).  387 

- Encouraging a company to allocate capital and R&D resources towards positive impact solutions 388 
(e.g., defining a carbon intensity target for a product portfolio); and 389 

- Asking a company to commit to paying wages to a specific standard. 390 
 391 

2) The effectiveness of engagement is measured in relation to progress towards changes or 392 
improvements that contribute to the outcomes that the fund/portfolio investment strategy seeks 393 
to deliver. 394 

 395 

Explanation: 396 

Many sustainable investing funds/portfolios measure engagement programs in relation to progress in 397 
motivating companies to adopt proposed positions or actions. In combination with these types of 398 
measures, impact funds/portfolios will also seek to monitor progress in relation to the specific impact 399 
objectives defined for the fund/portfolio. Baseline company impact performance is used as a starting 400 
point to assess company performance pre-engagement, set goals, determine the engagement approach, 401 
and measure progress toward outcomes (e.g., number of lives saved, CO2 emissions reduced, low-income 402 
populations with access to financial services). The fund/portfolio may select and track Key Performance 403 
Indicators (KPIs) relative to the impact goals of the fund/portfolio to measure impact performance as well 404 
as work with company management teams throughout the duration of an engagement.  405 

 406 
3) The progress towards achieving the goals of engagement processes is an important consideration 407 

in choosing the timing of exits.  408 
 409 

Explanation: 410 

For many sustainability funds, engagement plays an important role in both risk mitigation and helping to 411 
improve companies. In the context of impact funds, the engagement process may also have an added 412 
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purpose of helping the fund deliver on a set of stated fund objectives that comprise part of the 413 
investment proposition. As such, impact fund managers would reasonably approach their engagement 414 
processes and strategies with preferred timelines and milestones for achieving outcomes based on their 415 
theory of change. This would include a recognition of the time required for achieving desired changes as 416 
well as the circumstances under which engagement would end. In conjunction with financial and other 417 
analyses, these would also systematically contribute to the ongoing evaluation of whether or not a 418 
company remained a suitable match to the fund’s investment objectives.  419 

4. USE OF PERFORMANCE DATA 420 

GIIN Core Characteristics of Impact Investing  421 

Impact performance data is used in decision-making to manage investments towards the achievement of 422 
environmental and social objectives. Funds/portfolios apply the best quantitative or qualitative impact 423 
data and evidence that can increase contribution to positive impact. (Characteristics 2 & 3). 424 

Basic expectations of Listed Equities Impact Funds 425 

1) The fund/portfolio applies techniques to evaluate impact performance beyond relative measures 426 
of peer performance and considers whether activities and outputs of companies are contributing 427 
to the real-world changes consistent with the fund's goals and theory of change.  428 

 429 

Explanation: 430 

Impact funds are distinctive in part because of their focus on and demonstration of measurable, positive 431 
change in the real world rather than solely performance relative to peers or on a normalized basis. This 432 
involves measuring performance in ways that can be related to specific needs bounded to times and 433 
places or to absolute targets. This focus may include the use of science-based targets (as currently applied 434 
in many Net Zero strategies), location-based reference points (e.g., absolute needs in specific geography), 435 
or population-based references (e.g., needs of a demographic) as examples.  436 

In impact investing, investors typically use data from company reports or engagements, third-party data 437 
providers, and/or other public sources to understand and estimate a company's impact performance. In 438 
many cases, available data primarily describes the practices, activities, and outputs of companies rather 439 
than directly measuring the associated outcomes or effects on stakeholders or the environment. Many 440 
sustainable investment strategies focus their analysis and investment process on corporate performance 441 
relative to peers (e.g., best-in-class investing strategies), performance relative to corporate goals, or 442 
exposure to ESG-related risks. Impact strategies would focus their analysis on interpreting available data 443 
in relation to the impacts targeted by the investment strategy and the associated theory of change. 444 

 445 

https://iris.thegiin.org/theory-of-change-checklist/
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Impact strategies may include these steps as well, but they also use and analyze data to gain insights into 446 
how the activities and outputs of a company contribute to specific changes in the real economy in 447 
alignment with set goals. These data guide choices on portfolio composition and engagement to support 448 
or amplify positive impacts and reduce negative impacts. Given the breadth and complexity of the 449 
business domains of some listed companies as compared to earlier stage companies, obtaining measured 450 
impact data may not always be feasible. Currently, the majority of data reported by companies focus on 451 
outputs (e.g., emissions, employee health, and safety, customers served, etc.). Any techniques used to 452 
extrapolate impacts from output data should: 1) base their methodologies on established evidence bases 453 
(e.g., academic literature, field research) that show a link between the outputs in question and the 454 
specific outcomes/impacts being pursued, 2) apply models that utilize multiple standardized data points 455 
(vs. single output measures) to assess impacts relevant to the fund’s strategy and theory of change. For 456 
example, instead of looking only at the number of savings accounts opened, the investor should combine 457 
those data with other important data points that help provide context and measure the real effect in 458 
place, such as whether savings accounts opened are active, whether those who opened the accounts 459 
were previously under-served, and whether account balances are increasing over time. 460 

Examples of how this could be approached:  461 

- A fund manager seeking to support health looks for research related to identifying the output 462 
data associated with companies or sectors that lead to outcomes targeted by the fund and its 463 
associated theory of change. For example, a fund manager reviewed academic research on which 464 
types of outputs/products/services / or interventions have been demonstrated to positively 465 
enhance health outcomes. Research indicated that the increasing access to latrines has a direct 466 
correlation with health outcomes, including some of the necessary conditions for success. The 467 
research/evidence provided a means to estimate the connection between the output metrics 468 
(the number sold), the impact metrics (individuals with access to sanitation who did not 469 
previously have access), and the downstream health impacts outcomes associated with access to 470 
sanitation. 471 

Incorporating a Theory of Change into Listed 472 

Equities 473 

WHAT IS A THEORY OF CHANGE, AND WHY DOES IT MATTER? 474 

A theory of change describes a sequence of cause-and-effect actions or occurrences that the investor 475 
believes will accelerate as a result of their actions and will contribute to a set of targeted social and 476 
environmental results. It provides the conceptual outline for how an organization expects its approach to 477 
designing and managing a portfolio will lead to an intended set of impacts and is often displayed in a 478 
diagram. A theory of change can often be expressed as one or more “if-then” statements. This framework 479 
is usually expressed in the form of a logic model that shows how a series of activities and inputs will lead 480 
to outputs, outcomes, and impacts. 481 
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A theory of change involves two levels of thinking.  482 

- First, it articulates a problem and the series of changes that will solve that problem (and for 483 
whom/what they’d like to make that change). For example, achieving a low carbon transition to 484 
mitigate climate change requires shifts in a specific set of economic sectors that can be identified 485 
in terms of technologies, their deployment, and even enabling factors such as policy changes. 486 

- Second, it describes the specific ways in which investors want to focus their investments1. To 487 
contribute to those shifts, as well as the steps involved in making that change happen.  488 

Theories of change also depict the assumptions that lie behind the investor's reasoning, and where 489 
possible, these assumptions are backed up by evidence 2. For example, an investor interested in 490 
supporting economic development in rural regions of developing countries may have identified evidence 491 
pointing to the importance of access to financial services to supporting entrepreneurship, accumulation of 492 
household savings, and so on. This connection might become the basis for identifying investments that 493 
meet financial criteria and are associated with the chain of causation. 494 

  495 

 496 

 497 

HOW DO INVESTORS USE THEORIES OF CHANGE? 498 

Investors may use a theory of change in a number of ways but its primary purpose is to clearly articulate -- 499 
within the prospectus -- the portfolio's/fund's impact goals and how the selection and management of 500 
investments will contribute towards progress on those goals. The theory of change helps guide the 501 
investor as to which companies are aligned to the investment strategy, how they can engage with these 502 
companies, and what indicators they might need to see whether intended changes are occurring.  503 

Given the unique attributes of impact investing in listed equities and the factors outlined above, at 504 
minimum, a theory of change should identify: 505 

A. The specific problem(s) that the investment strategy will target, preferably citing 506 
targets/thresholds or other reference points to describe the change that the investor hopes to 507 
support. 508 

B. The beneficiaries (e.g., communities, places, groups) that would benefit. 509 
C. The changes/contributions that will come from investee companies, particularly articulating 510 

changes that the fund manager will seek to achieve and/or the significance of 511 
products/services of the companies to the theory of change. 512 

 
1 A helpful resource in articulating this change is the five dimensions of impact. 
2 For further details on theories of change as well as a checklist to create one, see IRIS+ Simple Theory of 
Change Checklist. 

https://impactmanagementproject.com/impact-management/impact-management-norms/
https://iris.thegiin.org/theory-of-change-checklist/
https://iris.thegiin.org/theory-of-change-checklist/
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D. How the investor will contribute to that change (e.g., engagement, patient holding periods, 513 
etc.) and how the intended impact will affect portfolio construction and management. 514 

E. The non-financial targets would play a material role in the selection of equities and ongoing 515 
evaluation of performance. 516 

DEVELOPING THEORIES OF CHANGE IN LISTED EQUITIES 517 

Articulating a theory of change for a listed equities portfolio has implications on investment strategy, 518 
including four characteristics unique to this asset class. In articulating a clear theory of change, the 519 
investor creates a direction or set of parameters that will influence the fund's holdings. For example: 520 

1. Size: (also known as market capitalization): In describing the fund's/portfolio's theory of change, 521 
investors should consider that the impact focus and objectives of a listed equity investor will 522 
have a direct influence on the size tilt being used. Fund managers may find that the nature of the 523 
impact objective will influence the size of companies most relevant for the fund. For example, a 524 
strategy to support organic agriculture will likely involve a portfolio of companies with 525 
comparatively greater exposure to small/mid-cap investments, given the current nature of the 526 
industry. A description of how the intended market capitalization allocation in the fund/portfolio 527 
contributes to the impact of target achievement should therefore be included in the theory of 528 
change. Small, mid-, and large-cap all bring differing resources and market skills, and bigger 529 
companies are not necessarily going to play a greater role in solving a given sustainability 530 
challenge.  531 

2. Diversification - Listed equities portfolios tend to be highly liquid and evaluated against 532 
benchmark indices that include a broad cross-section of sectors (with the exception of thematic 533 
funds, which are more focused according to parameters set by the investor). Investment 534 
strategies that target a defined set of challenges or needs guided by a theory of change will likely 535 
end up with sector under-weights or over-weights as compared to a neutral market index. A 536 
theory of change should be specific enough to lead the fund toward a portfolio that does have 537 
prioritization of sectors and geographies in which intended impact can be made. The exception 538 
might be a high conviction portfolio where the fund manager does not have a single overarching 539 
problem or strategy but instead has designed a theory of change specific to each individual 540 
holding. 541 

3. Objectives and Returns - Impact funds across asset classes can reasonably be expected to identify 542 
the key indicators or data points within their theory of change that would help the investor 543 
assess the relevance of a particular equity holding to the overall fund strategy -- and track those 544 
data points as a check to monitor thatmeans to see if impact is being achieved as intended. As 545 
the most liquid asset class, investors typically expect a fund to deliver returns comparable to a 546 
benchmark and to dynamically manage a portfolio to achieve those returns. A theory of change 547 
in listed equities would need to give guidance on how the fund expects to manage typical 548 
liquidity with their strategy for delivering investor contribution. Further, it would also have to 549 
explain how any trading activitiesy would be managed to ensure that it was compatible with the 550 
aspects of investor contribution outlined in the theory of change. 551 
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4. Specificity of beneficiaries - Given the breadth of markets and the size of companies covered by a 552 
typical listed equities strategy, it is more difficult than other asset classes to provide specificity on 553 
populations/stakeholders served. Where broad categories are used (e.g., “underserved 554 
populations”), it becomes important to explain in the theory of change how this is addressed 555 
across the geographies in which the portfolio is invested. 556 

5. Shareholder Rights (Voting and Engagement) - Impact investors that use shareholder 557 
engagement as one of the primary tools for pursuing the impact objectives of their fund should 558 
include an explanation in their theory of change about the strategies and objectives that they will 559 
define through their approach to engagement with portfolio companies.  560 

While funds could be expected to have detailed annual engagement strategies, the theory of change of a 561 
fund should explain the framework within which engagement strategies and proxy voting will be 562 
developed. All companies in a portfolio should have relevance to the impact thesis of the fund, either due 563 
to the nature of their products/services or due to opportunities to catalyze specific changes that would 564 
directly contribute to the impact goals of the fund. The theory of change should provide context on how 565 
the investor intends to use shareholder rights, including: 566 

- An overview of the changes that they seek across companies in line with the impact objectives of 567 
the fund and why these are important. 568 

- The process for how the fund manager will define goals for individual companies and decide 569 
targeted time frames for their achievement; and 570 

- The policies that will guide investors’ assessment of when to exit companies that are not 571 
responding to engagement undertaken as part of the theory of change or due to impact 572 
objectives have been achieved. 573 

The application of this framework will vary company-to-company as part of specific annual engagement 574 
strategies. For example, goals and engagement with a company that was selected for the portfolio due to 575 
the positive impact of its products and services may focus on engagement to further evolve the products 576 
to scale their impact. Goals for a company that was selected with the intention of changing aspects of the 577 
company to support an impact objective (e.g., a low carbon fund seeking to inspire a logistics operator to 578 
adopt electric vehicles) would instead focus on specific actions to implement within a given time period. 579 
However, these approaches should be linked to a theory of change that guides a unified approach to the 580 
use of shareholder rights across the fund in relation to the impact goals of the fund. 581 

APPENDIX 1: Example of Theory of Change 582 

As an illustrative example, a theory of change for a listed equities portfolio could state: 583 

Our impact fund targets investments that provide competitive returns while also contributing to the 584 
advancement of a sustainable food system and to building healthy communities. We believe that these 585 
themes contain substantial opportunities for companies to create value by addressing unmet, systemic 586 
needs and offer opportunities to build a portfolio that has a diversified exposure across a wide range of 587 
industry verticals and geographic regions. All the companies in our portfolio will offer some degree of 588 
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contribution to those goals as assessed by our internal methodologies, as well as meet our financial 589 
requirements/parameters for investing.   590 

Impact Context [Component A from Theory of Change Outline] 591 

Looking ahead to the next decade, we see changing food systems and enhancing the physical and 592 
economic health of local economies as macro-trends that will lead to a wide range of investible 593 
opportunities that will generate attractive returns as well as offer opportunities to address critical 594 
environmental and social needs. 595 

Starting with food systems, the market value of the global food system is an estimated USD 10 trillion, and 596 
the hidden, often externalized costs are USD 12 trillion. Of these massive costs, more than half—USD 6.6 597 
trillion—are related to health. Though the industrialized food system has increased calories, that has not 598 
necessarily translated to increased nutrition. Many negative health outcomes result from agricultural 599 
practices and food systems, including cancer, fertility, and digestive diseases, among many others.  600 

Agricultural chemical use has grown xxx to yyy over the last twenty years, with synthetic chemicals 601 
accounting fordriving the majority of this the usage. They have played a significant role in the green 602 
revolution of the last 50 years, but they are not without their risks. Studies link the use – and particularly 603 
overuse -of agricultural chemicals to a range of negative externalities, including loss of ecosystem 604 
productivity, health risks associated with the accumulation of chemicals in the food chain, and 605 
accelerating climate impacts.  606 

[Note: The Theory of Change would include a similar narrative tied to the other trends around health and 607 
local economies, but we have not included sample content in this version] 608 

Our Strategy [Components B & E] 609 

Through our fund strategy, we seek to support three transitions: reducing chemical use in agriculture by 610 
25% by 2030, supporting health solutions that expand the reach of health care by at least 20%, 611 
particularly in underserved communities as defined by a national statistical measure of health care, and 612 
the availability of quality jobs in regions where the median income is below the national average. 613 

Based on our analysis, the most important drivers to address for each of these problems is listed below. 614 
Our fund will focus on investing in companies that make a direct contribution to addressing these drivers: 615 

• Chemical use: The need for agricultural chemicals is driven underpinned primarily by 616 
farmers' demand for crop productivity. The need for chemicals can be reduced by investing 617 
in: companies driving technology innovations in seeds and other farming yield improvement 618 
inputs, farmer education/services, and increasing the breadth and depth of organic product 619 
share usage in the market. Key beneficiaries of this transition include farmers, farmworkers, 620 
and individuals (particularly low-income, historically marginalized, and underserved 621 
individuals) who consume agricultural products and ecosystems affected by agricultural 622 
projects. 623 
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• Health care: Affordability and physical access are the most common global barriers to health 624 
care. We prioritize solutions in improving remote services, enhanced R&D for common 625 
diseases, and new service models for health care providers. Key beneficiaries of this 626 
transition include healthcare providers and individuals (particularly low-income, 627 
underserved, and historically marginalized individuals) who need health care services. 628 

• Healthy communities: Our fund seeks to support the economic health and vibrancy of 629 
communities, including resources that support the community of small businesses as they 630 
comprise the largest portion of the economy in most countries. Therefore, the fund also 631 
considers investments into companies that provide decent work (as per ILO) and/or services 632 
for the SME segment, real estate/local development projects, and educational services. Key 633 
beneficiaries of this transition include small business owners, workers, and individuals 634 
(particularly low-income, historically marginalized, and underserved individuals) in the 635 
communities in which the businesses operate. 636 

Portfolio Structure [Component B] 637 

Based on the drivers above, our fund will consider investment opportunities in a mixture of cyclical and 638 
non-cyclical sectors with particular emphasis on food, chemicals, consumer goods, technology, financial 639 
services, and industrials.  640 

Our fund will likely weigh towards small-mid cap companies since these often bring disruptive potential 641 
through innovative solutions with attractive risk/return profiles. We will consider large-cap companies 642 
where they meet our financial criteria and meet our thresholds for having sufficient focus on our fund's 643 
impact objectives. 644 

Our investment will be assessed using our fund's impact KPI framework in the selection and subsequent 645 
managing of all holdings in our portfolio. Our framework was designed to measure the investee's direct 646 
contribution to addressing the drivers and thresholds noted above.  647 

Investor Contribution [Component B] 648 

Given that we use a bottom-up stock picking selection approach, which can combine multiple equity 649 
styles in addition to the impact characteristics, we manage the portfolio and all individual holdings with 650 
on a multiyear focustime frame. Our investor contribution will be guided by two approaches. First, for 651 
small-mid cap companies, we aim to contribute to their impact by being long-term investors to provide 652 
greater stability for their stock price, which will enable them better leverage in pursuing other capital 653 
market operations. Our intention will be to sustain maintain positions for the durationas long as it 654 
remains compatible with the overall return objectives of our portfolio over an average  project 3-year 655 
horizon.   656 

In addition, we will engage with all portfolio companies in our portfolio on questions of their business 657 
strategy and evolution in relation to the drivers above. We will maintain engagements across at least xx% 658 
of our portfolio and collaborate with investors on elevating proposals that will encourage capital 659 
expenditures and strategy development aligned with the impact objectives defined in our KPI framework. 660 
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 661 

APPENDIX 2: Working Group Participant’s List 662 

• ABN AMRO Bank 663 
N.V. 664 

• Aegon 665 
• Allianz Global 666 

Investors 667 
• Anthos Fund & 668 

Asset Management 669 
• Anthos Fund and 670 

Asset Management 671 
and Skopos Direct 672 
Impact Group 673 

• Arabella Advisors 674 
• Arisaig Partners 675 
• ASN 676 

Beleggingsfondsen 677 
• Aviva Investors 678 
• AXA Investment 679 

Managers 680 
• Baillie Gifford 681 
• BlackRock 682 
• Blue Haven Initiative 683 
• BlueOrchard 684 

Finance Ltd 685 
• BMO Global Asset 686 

Management 687 
• BNP Paribas 688 
• BNY Mellon 689 
• Brightlight Impact 690 

Advisory 691 
• BTG Pactual 692 
• Calvert Impact 693 

Capital 694 
• Cambridge 695 

Associates 696 
• Capital + SAFI S.A. 697 
• China Social 698 

Enterprise and 699 

Impact Investment 700 
Forum (CSEIF) 701 

• Chiratae Ventures 702 
• ClearBridge 703 

Investments 704 
• Commenda 705 
• Consilium Capital 706 
• Credit Suisse 707 
• de Pury Pictet 708 

Turrettini & Co. Ltd 709 
• Degroof Petercam 710 
• Developing World 711 

Markets 712 
• Domini Impact 713 

Investments  714 
• Eighteen East 715 

Capital Ltd 716 
• European Bank for 717 

Reconstruction and 718 
Development 719 
(EBRD) 720 

• Fiduciary Trust 721 
International 722 

• Fonds de solidarité 723 
FTQ 724 

• GAWA Capital 725 
• Glenmede 726 
• Global Endowment 727 

Management (GEM) 728 
• Global Impact 729 

Investing Network 730 
(GIIN) 731 

• Handels Banken 732 
Fonder AB 733 

• Handelsbanken 734 
Fonder AB 735 

• Hermes Investment 736 
Management 737 

• Impact Investment 738 
Exchange (IIX) 739 

• Impact Investment 740 
Group Pty Ltd 741 

• IMPact SGR 742 
• Impax Asset 743 

Management 744 
• Impress Capital 745 

Limited 746 
• Incofin Investment 747 

Management 748 
• Inter-American 749 

Development Bank 750 
Group 751 

• Islamic Corporation 752 
for the 753 
Development of the 754 
Private Sector 755 

• Janus Henderson 756 
Investors 757 

• Japan Social 758 
Innovation & 759 
Investment 760 
Foundation (SIIF) 761 

• Kieger AG 762 
• La Financière de 763 

l'Echiquier 764 
• LGT Venture 765 

Philanthropy 766 
• Lok Capital 767 
• M&G Investments 768 
• Mercer 769 
• Milton A. & 770 

Charlotte R. Kramer 771 
Charitable 772 
Foundation 773 
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• Mitsubishi UFJ Trust 774 
and Banking 775 
Corporation 776 

• MN 777 
• Morgan Stanley 778 
• Nippon Life Global 779 

Investors Singapore 780 
• NN Investment 781 

Partners 782 
• Nuveen, a TIAA 783 

Company 784 
• Octobre 785 
• PGGM 786 
• Phenix Capital 787 
• Portocolom Agencia 788 

de Valores 789 
• Project Heather 790 
• Realdania 791 
• Regnan 792 
• responsAbility 793 

Investments AG 794 
• Reyl 795 
• Robeco 796 
• Schroders 797 
• South Pole 798 
• Surdna Foundation 799 
• Symbiotics SA 800 
• TED University 801 
• Treehouse 802 

Investments, LLC 803 
• Trinity Wall Street 804 
• Triodos Investment 805 

Management 806 
• U.S. International 807 

Development 808 
Finance Corporation 809 
(DFC) 810 

• UBS 811 
• Union Bancaire 812 

Privée, UBP S.A. 813 
• Van Lanschot 814 

Kempen 815 
• Vontobel 816 

• Vox Capital 817 
• Zurich Insurance 818 

Group 819 


	Listed Equities Working Group
	Guidance for Public Consultation

	Introduction
	Why this Guidance?
	Why do Listed Equities Matter?
	About this Draft Guidance
	Contribution
	About the GIIN’s Listed Equities Working Group
	How to Provide Feedback


	Draft Guidance
	Structure of the Draft Guidance
	1. Setting Fund/Portfolio Strategy

	Incorporating a Theory of Change into Listed Equities
	APPENDIX 1: Example of Theory of Change
	APPENDIX 2: Working Group Participant’s List

