/|

Wealth Insights

WV Y

/

e

7

Investing for Impact

You will probably be aware

that many investors today are
increasingly avoiding harmful
companies and engaging on
environmental social and
governance (ESG) issues. But you
may have heard less about one
specific area - impact investing.

September 2020

Impact investing aims to target investments that deliver positive, measurable and
material change for society or the environment, alongside the potential to generate
financial returns. Matt Toms, co-manager of the sustainable strategies at Heartwood
Investment Management (the asset management arm of Handelsbanken in the UK)
says: “Impact investing can contribute to the much-needed solutions to the world’s
biggest social, environmental and economic challenges. It aims to add value to society.”

On the curve of ESG investing, impact is considered the darkest green because

it explicitly targets positive environmental and social outcomes while aiming to

also achieve market rate financial returns. The goal is to make money by solving a
specific problem, such as building social housing or renewable energy generation, or
researching biotech solutions for hard-to-treat diseases or conditions.
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Investing for Impact

Impact investing isn’t necessarily ‘better’ than other types of ESG investing, it is simply
more demanding, with a greater focus on the purpose of the companies in question.

For many people, it’s
. It is a very targeted approach and requires investment teams to have a clear vision for
1mportant for them what kind of changes they wish to make to society by way of their investment activity.
tosee how their Impact outcomes and financial returns are not by chance or coincidence, because each
: : investment has to go through a diligence process to evaluate its ability to deliver on
moneys makmg a the defined impact outcomes. To evidence meeting an impact objective, managers of
difference thl’Ongh impact funds have measure the positive outcomes that have been achieved, and report
the investments they on these at least once a year. This is essential to maintain the integrity of the impact

investing approach.
e | ting for i t Iso help t I bl that ligned with the United
. nvesting for impact can also help to solve problems that are aligned wi e Unite
reallty of the COVID-19 Nations Sustainable Development Goals or SDGs. The SDGs are a universal call to
pandemic seemsto action to end poverty, protect the planet and ensure that all people enjoy peace and
prosperity. Its timeframes run to 2030.
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How does impact investing work in practice? Matt Toms explains: “One of our
investments is in smart materials. Companies in this sector are focused on reducing
carbon emissions or reducing waste for example through recycling technology or
enabling technologies for electric vehicles. As the data in the diagram demonstrates,
these technologies are already having an impact and also fit with four of the SDGs.”
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Smart Materials
Impact metrics
Amount of CO,e @ The amount of materials The amount of waste
emissions avoided recycled materials avoided
65,336 6,296 /¢4 19,154  _
tonnes of tonnes of [ 3y tonnes of “_p~
P - - -
CO,e avoid :.;itegl;;l; QC) landfill -~
i waste avoided
Equal to 45,900 Equal to the annual Equal to the annual
cars taken off materials recycled waste generated
the road for 1 year* of more than of more than
29,900 people* 39,300 people~
Source: RobecaSAM
* 2017 average CO2 emissions EU 118.5 g/km; 2015 annual distance driven by car EU 12,000 km; int CO2 eq; 1.423 (source: www.eea .europa.eu;
wwnw.odyssee mure.eu) CLIMATE
** 2014 Recycling rate EU 43.6% 487kg *43.6%= 0.21 tonnes waste recyded per capita (source: www.ec.europa.eu/eurostat) AcTioN
2017 EU: 487 kg=0.487 tonnes waste generated per capita; in tonnes; 0.487 (source: www.ec.europa.eu’
The graphic displays the resulting impact of the Smart Matenals Fund across the 3 impact metrics. The total investment is associated with the following @
ownership adjusted impact over a 1 year period. Holdings as at June 30, 2018, assuming that stable proportion of the companies are held. Market
Calue of the holding is nomalized by the company’s & nte mprise valus. Basad on production numbers from the latest reporting (FY 2017).
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Investing for Impact

Impact investing can also be for a social gain, such as in care homes. Matt adds “We
are invested in Target Healthcare which is providing housing for the elderly and helping
to fill the lack of capacity in the UK in the care home sector.”

He concludes: “For many people, it's important for them to see how their money is
making a difference through the investments they make and the sombre reality of the
COVID-19 pandemic seems to have led to a greater appreciation of this. | therefore
believe we’ll see an even greater role for impact investing in future as investors seek to
achieve a positive societal impact alongside sustainable financial returns.”

To find out more about the Heartwood Sustainable Impact Report, please visit the
website:

i www.heartwoodgroup.co.uk/our-multi-asset-solutions/sustainable/
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The value of investments and any income from them can fall and you may get back less
than you invested.

Handelsbanken Wealth Management and Heartwood Investment Management are trading names
of Heartwood Wealth Management Ltd. which is authorised and regulated by the Financial Conduct
Authority (FCA) in the conduct of investment business, and is a wholly-owned subsidiary of
Handelsbanken plc. Tax advice which does not contain any investment element is not regulated by
the FCA.

For Heartwood Multi Asset Funds: The Authorised Corporate Director is Link Fund Solutions
Limited. The Registrar is Link Fund Administrators Limited. The Investment Manager is Heartwood
Wealth Management Limited.

This document has been prepared by Handelsbanken Wealth Management for clients/potential
clients who may have an interest in its services. The provision of this information does not constitute
tax, pensions or investment advice.

Tax rates and legislation are subject to change. We cannot guarantee to inform you of any such
changes and we accept no responsibility for any inaccuracies or errors. The content of this
document is based on our understanding of current and draft pension legislation as at February
2020, is for information only and should not be relied upon for financial advice. Any levels of taxation
referred to depend on individual circumstances and the value of tax reliefs are those which apply at
September 2020.

This does not constitute any recommendation to buy, sell or otherwise trade in any of the
investments mentioned. We cannot accept responsibility for the consequence of any action

taken or failure to take action by a reader on the basis of the information provided. When
Handelsbanken Wealth Management provides advice in relation to investment, the services of
Heartwood Investment Management will usually be recommended. When advice on pensions or
other products outside an investment management relationship is required, Handelsbanken Wealth
Management will recommend products chosen from a limited selection of providers that have been
appointed on the basis of its judgement in their quality of service, investor protection, financial
strength, and if relevant, their financial performance. As a result, any advice given by Handelsbanken
Wealth Management in respect of retail investment products will be restricted as defined upon the
FCA rules

Registered Head Office: No.1 Kingsway, London, WC2B 6AN. Registered in England No: 4132340.
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