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An art, not a science:  
how to invest for impact

From data challenges to attractive issuers, Harrison Hill runs down  
the how and the why of impact investing in public debt markets.

Impact investment is growing in popularity all the time. The Global Impact Investing Network 
estimates that the size of the worldwide impact investing market passed one trillion dollars  
in 2022, reaching USD 1.164trn1. 

Fixed income’s growing role in impact 
Within this ever-expanding market, fixed income is playing an increasingly important role. 
This is happening for two main reasons. 

Firstly, as the public debt market is bigger than the public equity market , there’s a huge 
amount of scope for investors to have an impact through this asset class. Investing via debt 
markets provides access to issuers and instruments that don’t exist in the equity world, 
enhancing the toolkit available to impact investors.

Secondly, debt is an important part of the capital structure for issuing companies as the 
cost of debt is generally less than the cost of equity. It allows them to engineer their balance 
sheets to achieve tax efficiencies and reduces funding costs for the impactful projects 
they’re working on. That means there’s plenty of motivation for issuers to launch new 
bonds in the primary market. It also means that investors are valuable and can exert their 
influence through engagement or helping to structure new deals. 

What’s the secret to doing impact well? 
Issuer selection is definitely an art rather than a science. The need for an ‘artistic’ approach  
is driven by the challenges around data. Companies may not report certain metrics,  
for example, their scope three emissions, and even when they do, they may calculate 
them in a different way than other companies. Investment grade issuers are better with 
disclosures than their counterparts in high yield or emerging markets, but there’s still a lot  
of incomparable or missing data.

For us,  it’s not just about screening out particular types of issuers – it’s about having  
a minimum level and then handpicking the most compelling, most impactful ones. In our 
impact-aligned strategy, we have a solid framework that determines an issuers’ eligibility  
for consideration. Still, after that, we spend a huge amount of time debating them  
before selection.
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1	 GIINsight: Sizing the Impact Investing Market 2022.  

https://thegiin.org/research/publication/impact-investing-market-size-2022/
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Navigating ESG reporting 
There are also issues with the mainstream environmental, 
social and governance (ESG) data and ratings providers. 
Indeed, earlier this year, the UK Financial Conduct Authority 
(FCA) threatened them with regulatory action by over 
the potential for widespread failings due to ‘subjective’ 
methodologies2. We believe these ESG ratings and metrics 
providers can have their uses, but there can be problems 
around methodological consistency and comparability of 
the outputs. Expanding utilisation of vendor data to impact 
reporting, when ESG reporting can at times be an imperfect 
science, has its perils and is an area where we are regularly 
engaging with our data providers.

 
In the BlueBay fixed income team, for our impact-aligned 
reporting, we have gone off-piste and hired a Scandinavian 
impact measurement firm to conduct in-depth assessments 
of the issuers we are looking at via net impact ratios.  
They can also determine the impact of funds as a whole  
by weighting constituent net impact ratios to provide  
a top-level figure. We decided this was a necessary step 
to align our impact-aligned reporting with how we invest, 
netting pros and cons of the underlying business’ products 
and services on the planet and society while also providing  
a verification of sorts of our methodology.

Looking ahead 
Despite these challenges, we are pleased with the progress we’ve made. There’s no doubt in our minds that the impact 
investment market will continue to grow and that public debt markets offer great potential for societal and financial 
returns in the years ahead. 
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2	 FCA outlines where improvements are needed in ESG benchmarks. 

https://www.fca.org.uk/news/news-stories/fca-outlines-improvements-needed-esg-benchmarks


This document was prepared by RBC Global Asset Management (UK) Limited (RBC GAM UK), authorised and regulated by the UK Financial 
Conduct Authority (FCA), registered with the US Securities and Exchange Commission (SEC) and a member of the National Futures Association 
(NFA) as authorised by the US Commodity Futures Trading Commission (CFTC).

In the United States, this document may also be provided by RBC Global Asset Management (U.S.) Inc. (“RBC GAM-US”), a SEC registered 
investment adviser. The entities noted above are collectively referred to as “RBC BlueBay” within this document. The registrations and 
memberships noted should not be interpreted as an endorsement or approval of RBC BlueBay by the respective licensing or registering 
authorities.

With respect to the investment performance presented, past performance is not indicative of future performance. Actual account performance 
may or will vary from the performance shown because of differences in market conditions; client-imposed investment restrictions; the time of 
client investments and withdrawals; tax considerations; economies of scale; portfolio turnover; the number, type, availability, and diversity of 
securities that can be purchased at a given time; differences in the underlying currency of the assets in the account, and other factors. Client 
assets managed using these strategies in separate accounts or different vehicles may be subject to restrictions, fees or expenses that are 
materially different than those found in the non-US funds.

This document is confidential and, without RBC BlueBay’s consent, may not be (i) copied, photocopied or duplicated in any form by any means  
or (ii) distributed to any person that is not an employee, officer, director or authorized agent of the recipient.

Information herein is believed to be reliable but RBC BlueBay does not warrant its completeness or accuracy. This document contains 
information collected from independent third-party sources. For purposes of providing these materials to you, neither RBC BlueBay nor any 
of its affiliates, subsidiaries, directors, officers, or employees, has independently verified the accuracy or completeness of the third-party 
information contained herein.

The information contained herein does not constitute investment, tax, accounting or legal advice. Recipients are strongly advised to make an 
independent review with their own advisors and reach their own conclusions regarding the investment merits and risks, legal, credit, tax and 
accounting aspects of all transactions. Any risk management processes discussed refer to efforts to monitor and manage risk but should not 
be confused with and do not imply no or low risk. No chart, graph, or other figure provided should be used to determine which strategies to 
implement or which securities to buy or sell.

Copyright 2023 © RBC BlueBay. RBC Global Asset Management (RBC GAM) is the asset management division of Royal Bank of Canada which 
includes RBC Global Asset Management (U.S.) Inc., RBC Global Asset Management Inc., RBC Global Asset Management (UK) Limited and RBC 
Global Asset Management (Asia) Limited, which are separate, but affiliated corporate entities. ® / Registered trademark(s) of Royal Bank of 
Canada and BlueBay Asset Management (Services) Ltd. Used under licence. RBC Global Asset Management (UK) Limited, registered office  
77 Grosvenor Street, London W1K 3JR, registered in England and Wales number 03647343. All rights reserved.

Portfolio Manager Perspectives
Our experts offer their perspectives on the latest developments in global credit and the state of the markets.¡ LEARN MORE

RBC Global Asset Management (U.S.) Inc.
Minneapolis | Boston | Chicago
800.553.2143 | rbcgam.com

An art, not a science: how to invest for impact

https://institutional.rbcgam.com/en/us/insights/archive?type=archive&team=f5eee4af-9ad9-4d90-a4d2-876f02fc41c0

