focus stratEgies
Impact investing:
measuring counts the most
These are solution providers, but
impact measurement also covers
a company’s production methods
(i.e., the impact from practices). For
example, an industrial company that
consumes water and energy and uses
chemicals has a negative impact on
its environment. The challenge will
be to help that company control this
negative impact.
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Measuring a company’s social
and/or environment impact
has now become a key challenge for investors and requires a suitable methodology.
Impact investing is for investors
wanting to take a responsible approach
but who also want to go beyond mere
exclusion of controversial sectors or
a sector best-in-class approach. So,
what exactly is impact investing? It
involves investments made with the
goal of generating both a positive
social and/or environmental impact
and a healthy financial return. The
Forum for Responsible Investment
(FIR) and France Invest recently
narrowed down this definition for
listed and non-listed companies in
a study based on the findings of
working groups in which OFI AM took
part.
All companies produce positive or
negative impacts. The first thing
to consider is the ultimate purpose
of the company’s products and
services (i.e., its business impact).
For example, a pharmaceutical
company that enhances human
health has a positive impact, as does
a company that develops plasticrecycling technologies.
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In this case, the comparable base
(nuclear? coal?) becomes a key issue
in measuring a company’s actual
impact on its environment in a way
that makes sense.

OFI AM has developed its own
impact chain
We have developed our own impact
chain for European equities to
measure positive impacts, based on
three indicators: a product indicator
(regardless of the products and
services provided by the company
that produces the positive impact?),
a results indicator (what purpose do
these products serve?), and an impact
indicator (what final positive impact
is generated by these products and
services?). In analysing this impact
chain, we pay special attention to
measuring only the impact for which
we are responsible as investors.
The idea is to precisely measure each
company’s contribution in fields such
as the energy transition (tonnes
of CO2 avoided, renewable energy
capacities installed, etc.), preservation
of natural resources (tonnes of plastic
recycled, volume of water cleaned
or depolluted, etc.), healthcare,
well-being and safety (patents filed
in medical research, etc.) or social
inclusion issues. One challenge is in
conducting relevant comparisons
that highlight the positive impact of
the issuer targeted. For example, to
measure tonnes of CO2 avoided by
installing a wind-power park, what
sources of energy should be used for
the comparison?
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Impact investing addresses
investors’ new concerns
The study conducted by the Forum
for Responsible Investment (FIR) and
France Invest highlights the scaling
up of impact investing on a global
scale. On the French market, inflows
into impact investing soared last year
by 239% (to €13.3bn).
These figures come against an
encouraging backdrop, as impact
investing
goes
beyond
mere
screening of companies to reflect the
investment’s intentionality, and the
manager’s role consists in assessing
this precisely.
Impact investing now addresses the
concerns of a growing number of
investors who prefer strategies that
have meaning. Even so, this market is
still in the initial phase of its development, and a methodology must still
be established that is recognised on
the European level.
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