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Understanding Impact 
Investment
Matthew Tominc

O
ver the past two years, the domestic market 
for impact investing has tripled from A$5.7 
billion to a staggering A$19.9 billion1 as 
investors increase their focus on the sector, and 
investment managers respond by developing 
new strategies. Once a niche market, the term 
‘impact investing’ is now receiving significant 

attention from a variety of investors – from those who want to do 
good, to those who see the opportunity for uncorrelated returns. 
With all this growing attention and demand, however, we must be 
mindful that impact investment offerings are making a real positive 
impact, and not just applying a label. Key to this is understanding 
a manager’s definition of impact investing, and how it differs from 
ESG and sustainable investing.

Defining Impact
There are countless definitions of ‘impact investing’, and the label 
continues to be applied to many different investment activities. At 
Conscious Investment Management, we define it as an investment 
that is made to generate positive and measurable social and environ-
mental outcomes, alongside a market standard financial risk adjusted 
return. A couple of points here deserve clarification:

Investments are made to generate positive outcomes 
We believe impact investment should add positive social and envi-
ronmental impact to the world. Society and the environment should 
be a better place as a result of an investment capital flow. The need 
for this benefit is heightened at a time when Covid-19 has affected the 
world and society has seen widening inequalities.

Investments should have a market standard financial risk 
and return
It’s critical that impact investors, pursuing their social and environ-
mental goals, don’t compromise returns (or accept higher risks than 
they otherwise would for the same expected returns). As impact in-
vestors, if we were to compromise on our risk-adjusted returns, we’d 
begin to blur the line between our work and philanthropy. There are 
already fantastic philanthropists and charitable organisations in the 
world, and we don’t exist to substitute funds flowing to them. Con-
scious Investment Management requires market returns, providing a 
substitute for investment portfolios, not philanthropic capital.

Impact and the spectrum of responsible 
investing
Much of the confusion with the term ‘impact investment’ comes 
from its similarity to other socially-minded investment strategies. We 
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think about impact investing as a sub-set of a broader 
term — ‘responsible investing’ — which encompasses a 
range of different approaches to investing. Two popular 
responsible investing strategies are ESG ‘negative’ and 
‘positive’ screening.

Negative ESG screening, avoids or excludes certain 
investments that are based on an investor’s ethical val-
ues. For example, avoiding companies in coal or tobacco 
companies.

Positive ESG screening, seeks to invest into companies 
that score strongly on environmental, social and govern-
ance metrics. This approach might see an investor buy-
ing the shares of a mining company that scores well com-
pared to its peers in carbon emissions, employee safety 
metrics, or governance measures.

What are the challenges of impact 
investment?
Impact investments are different from negative and posi-
tive screens because they aim to create additional, posi-
tive social and environmental impacts. This ‘additional-
ity’ requirement can be a challenge for impact investors, 
and it requires deep thought and consideration about two 
key challenges of impact investment:
1. What are the full effects of an investment? For 

example, a renewable project (that has good inten-
tions) can be developed with little regard for the sup-
ply chain of its solar panels, which may inadvertently 
support poor labour practices. 

2. Would this asset have been financed anyway?  If 
an impact investor expects market rate returns, would 
other ‘non-impact’ investors have funded this anyway? 

Why does impact investment exist?
Impact investors exist to respond to the following two 
key challenges.

Challenge 1 – A distinct focus on assets that have 
a positive social and/or environmental benefit
Our sole motivation is to invest in assets that have a posi-
tive social and/or environmental benefit.  We focus on 
investigating and testing the full and deep social and 
environmental consequences of each investment.  It’s a 
core part of our investment process, and as fiduciaries of 
impact investor capital, applying this level of considera-
tion is key. 

As impact investors, our investment universe is often 
smaller than other market participants (being limited to 
only socially and environmentally beneficial assets), so 
we need to focus on understanding the specifics of each 
opportunity in our ‘hitting zone’. Just like a venture capi-
talist or property developer in their respective industries, 
by finding opportunities where others aren’t looking, an 
impact investor can create additional environmentally 
and socially beneficial assets while potentially earning 
attractive returns for investors.

Challenge 2 – Bringing value beyond just capital
Impact investment isn’t like philanthropic capital -  it 
needs to work harder to have a positive social and envi-
ronmental benefit.  Investors seeking market rate returns 
need to engage with how they can bring value beyond 
just bringing capital.  This may be through finding op-
portunities that other investors haven’t, doing more work 
to get comfortable with niche investment sectors, provid-
ing longer-term and more stable financing, or a myriad 
of other ways.  

The Conscious Investment Management ‘Impact 
Partner’ approach is a unique way that we acquire prop-
erties, fund assets, or finance social programs which our 
Impact Partners (the majority are leading charities, but 
also socially minded enterprises) can operate for the ben-
efit of their mission.  In this way, we can make financial 

The quote

Impact investment 
funds differ from 
ESG investing by 
targeting specific 
and additional social 
and environmental 
outcomes, such as 
reducing carbon 
emissions or providing 
more affordable 
housing.
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This is how Conscious Investment Management 
defines the umbrella term ‘Responsible Investment’

Negative impact 
investment

‘Green washing’ Negative ESG 
screening

ESG integration /
Positive ESG 
screening

Investments that are 
destructive to society
Example: munitions or 
tobacco businesses

Claim of positive social 
or environmental benefit, 
but not backed up
by fundamental
impacts of investment
Example: renewables
project with poor supply
chain practices

Exclude investments 
that negatively contribute
to society and/or the
environment
Example: ESG policy
adopted by an
equities fund

Focus on investments
to favour those 
performing better on
ESG (Environmental,
Social, Governance) 
factors
Example: equities
fund focused on
renewables

Investing to earn market
rate financial returns,
while having an 
intentionally positive
social and/or 
environmental impact
Example: constructing
social housing

Transformational impact.
Acceptance of below 
market risk adjusted
financial returns to have
this positive impact
Example: buying an 
office building and 
prviding rent-free to 
a charity

Concessionary 
Returns Impact 
Investment

Impact investment

Source: Conscious Investment Management

Figure 1: The Responsible Investment Spectrum
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The quote

Investors are asking 
what is the effect of 
my investment, is it 

making a positive 
contribution to the 

world and how is this 
being measured?

investment decisions, with confidence that each house 
we build and each solar panel we install, will be operated 
to create the additional positive impact that we intended.

Types of impact assets 
Impact investment is an overlay to investment decision 
making, not an asset class in itself.  Having said that, it’s 
challenging to have an ‘additional’ positive impact on the 
world when trading secondary securities on an exchange.  
For that reason, impact investors have tended to focus 
on (1) primary issuance of securities (for example, green 
bonds with a use of proceeds focused on specific impact-
ful initiatives), and (2) real assets.

Real assets are a branch of the ‘alternatives’ asset 
class, which include all value-generating physical assets 
— land, buildings and social infrastructure (hospitals, 
schools, specialty housing) — that have intrinsic value in 
and of themselves, without solely relying on a volatile op-
erating business or exit of an investment create returns.

Real asset investments are naturally attractive for 
impact investors. Real assets are core to communities. 
Whether it be through the provision of appropriate and 
affordable housing, generating renewable energy, or de-
livering critical services through social infrastructure, 
our society is built on ‘bricks and mortar’. On tangible 
foundations.

Despite the societal and environmental importance 
of these assets, many are suffering from years of under-
investment. There are many examples, such as the very 
long wait lists for social or disability housing with many 
people living in legacy housing stocks, or the fact that 
not everybody has access to cheap and reliable power (let 
alone renewable energy).

In this context, by building, owning, and appropriately 
managing real assets, an impact investor can have a tar-
geted and additional positive social and environmental 
benefit. Each home we acquire and provide to a charity 
to manage puts another individual into appropriate ac-
commodation. Each solar panel put on a roof decreases 
the cost of power of the individual sitting below it and 
reduces carbon emissions. Due to their essential nature 
and benefit to society, we also believe real assets are more 
defensive than many other investments. 

Seeking better outcomes
Impact investing can help to align an investor’s values 
with their investments, while still maintaining potential 
for earning strong returns. With many Australians al-
ready familiar with ‘real’ or tangible asset classes such 
as property and infrastructure, as investors, we can cre-
ate clear positive and additional social and environmen-
tal benefits for our communities. Conscious Investment 
Management’s Impact Partner approach lets us make 
financial investment decisions in real assets investments, 
while optimising the on-the-ground asset management 
to ensure social and environmental impact.  Now more 

than ever, the power of capital markets to have a positive 
impact is needed. fs

This information is provided by the Investment Manager, Conscious Investment Management Pty 
Ltd ACN 630 131 476 AR No. 1275316 (‘CIM’) is an Authorised Representative of MARQ Private 
Funds Pty Ltd AFSL No 473984 ACN 604 351 591. MARQ is the Trustee and issuer of units in The 
Impact Fund (‘the Fund’). Channel Capital Pty Ltd ACN 162 591 568 AR No. 1274413 (Channel) 
is CIM’s distribution partner. This information is supplied on the following conditions which are 
expressly accepted and agreed to by each interested party (‘Recipient’). This information does not 
purport to contain all of the information that may be required to evaluate CIM or the Fund and the 
Recipient should conduct their own independent review, investigations and analysis of CIM, the 
Fund and of the information contained or referred to in this document. 

Notes:
1. Responsible Investment Association Australasia study by 
the Deakin University Business School, June 2020.


