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Investors such as pension funds are increasingly seeking 
investments with a positive impact, and the surge in Covid-19 bond 
issuance this year indicates that fixed income is the asset class well-
positioned to deliver positive social outcomes. 
 

Impact investing, where you invest to have a positive outcome on society and the environment, 
is a fast-growing trend, with good reason. Today’s investors face huge transitional risks that 
are affecting their generation – from climate change to social inequality – which is why they are 
now increasingly open to channelling capital to financing solutions that address these issues. 
Fixed income plays a unique role in delivering targeted solutions for investors looking for both 
impact and income. 
 

2020: the year when social issues came to the fore 
In 2020, the pandemic shone a spotlight on social issues, with the result that investors are 
keen to invest in bonds that channel finance into areas such as affordable housing, education, 
healthcare and employment. Supranationals and government agencies were among the 
leading issuers of Covid-19 response bonds in 2020. The volume of newly issued debt based 
on environmental, social and governance principles reached $510 billion for 2020, up by more 
than $215 billion from 20191. 

While green bond issuance has also grown in 2020, it’s no exaggeration to say that social 
bond issuance has surged. In doing so, they have channelled many billions of dollars from 
institutional investors through to projects focused on making a positive social impact.  

 
1 Bloomberg, 1/1/2021. 



The crisis has been a powerful catalyst, helping to establish fixed income at the core of 
responsible investing. It has highlighted fixed income’s great potential, as the largest asset 
class, to move the dial. Until now, pension funds and other institutional investors have typically 
focussed responsible investments through equities and private market strategies. Yet to 
achieve the UN’s sustainable development goals (SDGs), it’s necessary to move far larger 
pools of capital. 

Turning specifically to Europe’s pension funds, fixed income was by far their largest allocation, 
at over 50% in 2019, according to Mercer’s European Asset Allocation Survey2; while in the 
UK the proportion of DB pension scheme assets invested in bonds reached 62.8% in 20193. 
By comparison, equities accounted for 25% and alternatives – the pool of capital that most 
impact investments currently come from – just 16%. 

 
Why fixed income? 
Fixed income enables investors to generate both income and a meaningful social and 
environmental impact due to two key factors: the scale of the opportunity set and the targeted 
nature of social and green bonds. The fixed income universe is gigantic and vastly trumps 
equities in scale, while issuers are more able to adapt and more quickly address the need to fix 
both societal and environmental issues. 

Bonds are issued by a wide range of entities including governments, government agencies, 
supranationals, mutual organisations, charities, companies and so on. Many are the 
organisations best placed to deliver environmental or social outcomes, leading to a positive 
impact. Very few of these organisations are actually companies with publicly listed equity. 

Equally importantly, bond issues can be far more targeted than equities. For instance, they can 
be issued by ‘ring-fenced’ regulated businesses or companies’ subsidiaries, including housing 
associations and utilities, for spending, respectively, on social housing or renewable energy 
projects. Alternatively, they might be green, social or sustainability bonds, raised under the 
International Capital Markets Association principles. This framework for issuing bonds 
recommended practices for monitoring the use of proceeds and reporting, fostering confidence 
and paving the way for future growth. 

Fixed income offers a broad spectrum of opportunity for responsible investing. At one end of 
the range, portfolios can integrate environmental, social and governance (ESG) research to 
minimise risk. In the middle, they exclude all investments not aligned to their values; for 
instance, alcohol, gambling or tobacco. At the other end, they invest in thematic green, social 
and sustainability bonds that tend to target a particular outcome, leading to a positive impact. 

Columbia Threadneedle Investments has been a pioneer in investing in these thematic bonds, 
which allow investors to monitor both financial returns and social outcome. Each bond is given 
a score for its outcome, ranked according to a proprietary methodology. The result? Portfolio 
alpha is assessed in two dimensions – financial and social.  

 

Bond issuers are part of the solution 
2020’s upsurge in the “sustainable” debt market is remarkable. Notably, approximately US$90 
billion worth of so-called Covid-19 bonds were issued in the first eight months of the year4. 
Whether general purpose, or “use-of-proceeds” bonds ring-fenced for a particular purpose, 
they are aimed at tackling the effects of the pandemic. 

 
2 European Asset Allocation Survey 2019, Mercer (page 7). https://info.mercer.com/rs/521-DEV-513/images/ie-2019-
european-asset-allocation-survey-2019.pdf. 
3 The Purple Book, Pension Protection Fund, 17.1.2020. 
4 As at 31 August 2020. Source: Bloomberg, Columbia Threadneedle Investments. 



While green bond issuance has also grown in the year, there has been a shift towards the 
social and sustainability bond formats used to issue the Covid-19 bonds. Green bond issuance 
increased a healthy 19% over the first eight months to US$149 billion5, but social bond 
issuance surged a massive 530% to US$63 billion6. 

One US$1 billion bond raised in May to support the healthcare industry through lending to not-
for-profit hospitals, skilled nursing facilities and manufacturers of healthcare equipment and 
supplies is a good illustration of the type of bond now in demand. Issued under the Social 
Bond Principles framework, this bond has a high-quality reporting framework monitoring the 
use of proceeds and outcome.  

 

An opportunity for pension funds 
The Impacting Investing Institute, a UK organisation dedicated to accelerating the growth of 
impact investing, has developed five impact investing principles for pension trustees7. They 
give practical insights in the opportunities and concrete steps that can be taken. Aiming to 
encourage growth in the market, Columbia Threadneedle Investments has contributed to the 
thinking behind the principles. 

A key activity for any impact investor is lobbying for change. More countries look likely to 
commit themselves to zero carbon emissions targets, as well as frameworks for achieving this 
and new regulations. A competitive tension is building as countries want to make sure they do 
not get left behind. Both government and the bond market will channel funds into a green 
recovery in 2021. Notably, the EU is raising €100 billion to aid countries hit hard by Covid-19, 
with much of the issuance conducted in 20218. 

For its part, Columbia Threadneedle Investments is looking to improve the market – in terms of 
the opportunities for issuance, the quality of the bonds and the rigour of reporting – and are 
again working with the International Capital Markets Association (ICMA) to achieve this. Both 
the French and German governments issued their first green bonds in 2020 and we have been 
making the case for green UK government gilts, notably through our membership of the Impact 
Investing Institute. 

When UK Chancellor, Rishi Sunak, announced in November his plans to issue the UK’s first 
green gilts in 20219 it was a significant step. The Impact Investing Institute’s October 2020 joint 
proposal for a Green+ Gilt was supported publicly by 40 asset owners and investors, 
representing assets under management of more than £10 trillion, showing the substantial 
support in the market10. 

It seems that Covid-19 has hastened a shift in responsible investing. Fixed income is coming 
of age as an asset class for responsible investing, bringing the advantages of scale and focus. 
As a result, pension funds have greater opportunity to make a positive impact and a material 
difference in the need to deliver the UN’s SDGs and create a fairer world for the future. 

 

 
 

 

 

 
5 As at 31 August 2020. Source: Bloomberg, Columbia Threadneedle Investments. 
6 As at 31 August 2020. Source: Bloomberg, Columbia Threadneedle Investments. 
7 Impact Investing: Good Governance Principles for Pension Trustees. https://www.impactinvest.org.uk/the-power-of-
pensions-how-pension-funds-can-invest-with-impact/. 
8 EU Social Debt Among 2020’s Most Coveted With $207 Billion Bids, Bloomberg, 10/11/2021. 
9 FTadviser.com, UK to launch first green gilt in 2021, 10 November 2020. 
10 https://www.impactinvest.org.uk/wp-content/uploads/2020/10/Green-Plus-Gilt-Proposal.pdf October 2020. 



 

 
 

 

 

 

 

 

 

 

 

 

 

 

 
 
 

Important Information: For use by professional clients and/or equivalent investor types in 
your jurisdiction (not to be used with or passed on to retail clients). This is an advertising 
document. 

This document is intended for informational purposes only and should not be considered 
representative of any particular investment. This should not be considered an offer or solicitation to 
buy or sell any securities or other financial instruments, or to provide investment advice or services. 
Investing involves risk including the risk of loss of principal. Your capital is at risk.  Market 
risk may affect a single issuer, sector of the economy, industry or the market as a whole. The value 
of investments is not guaranteed, and therefore an investor may not get back the amount invested. 
International investing involves certain risks and volatility due to potential political, economic or 
currency fluctuations and different financial and accounting standards. The securities included 
herein are for illustrative purposes only, subject to change and should not be construed as 
a recommendation to buy or sell. Securities discussed may or may not prove profitable. The 
views expressed are as of the date given, may change as market or other conditions change and 
may differ from views expressed by other Columbia Threadneedle Investments (Columbia 
Threadneedle) associates or affiliates. Actual investments or investment decisions made by 
Columbia Threadneedle and its affiliates, whether for its own account or on behalf of clients, may 
not necessarily reflect the views expressed. This information is not intended to provide investment 
advice and does not take into consideration individual investor circumstances. Investment decisions 
should always be made based on an investor’s specific financial needs, objectives, goals, time 
horizon and risk tolerance. Asset classes described may not be suitable for all investors. Past 
performance does not guarantee future results, and no forecast should be considered a 
guarantee either. Information and opinions provided by third parties have been obtained from 
sources believed to be reliable, but accuracy and completeness cannot be guaranteed. This 
document and its contents have not been reviewed by any regulatory authority. 

In Australia: Issued by Threadneedle Investments Singapore (Pte.) Limited [“TIS”], ARBN 600 027 
414. TIS is exempt from the requirement to hold an Australian financial services licence under the 
Corporations Act and relies on Class Order 03/1102 in marketing and providing financial services to 
Australian wholesale clients as defined in Section 761G of the Corporations Act 2001. TIS is 
regulated in Singapore (Registration number: 201101559W) by the Monetary Authority of Singapore 
under the Securities and Futures Act (Chapter 289), which differ from Australian laws. 

In Singapore: Issued by Threadneedle Investments Singapore (Pte.) Limited, 3 Killiney Road, #07-
07, Winsland House 1, Singapore 239519, which is regulated in Singapore by the Monetary 



Authority of Singapore under the Securities and Futures Act (Chapter 289). Registration number: 
201101559W. This advertisement has not been reviewed by the Monetary Authority of Singapore. 

In Hong Kong: Issued by Threadneedle Portfolio Services Hong Kong Limited 天利投資管理香港

有限公司. Unit 3004, Two Exchange Square, 8 Connaught Place, Hong Kong, which is licensed by 
the Securities and Futures Commission (“SFC”) to conduct Type 1 regulated activities (CE: 
AQA779). Registered in Hong Kong under the ce (Chapter 622), No. 1173058. 

In the UK: Issued by Threadneedle Asset Management Limited, registered in England and Wales, 
No. 573204. Registered Office: Cannon Place, 78 Cannon Street, London EC4N 6AG. Authorised 
and regulated in the UK by the Financial Conduct Authority. 

In the EEA:  Issued by Threadneedle Management Luxembourg S.A. Registered with the Registre 
de Commerce et des Sociétés (Luxembourg), Registered No. B 110242 44, rue de la Vallée, L-2661 
Luxembourg, Grand Duchy of Luxembourg. 

In the Middle East: this document is distributed by Columbia Threadneedle Investments (ME) 
Limited, which is regulated by the Dubai Financial Services Authority (DFSA).        

For Distributors: This document is intended to provide distributors’ with information about Group 
products and services and is not for further distribution.  

For Institutional Clients: The information in this document is not intended as financial advice and is 
only intended for persons with appropriate investment knowledge and who meet the regulatory 
criteria to be classified as a Professional Client or Market Counterparty and no other Person should 
act upon it.  

In Switzerland: Threadneedle Asset Management Limited. Registered in England and Wales, 
Registered No. 573204, Cannon Place, 78 Cannon Street, London EC4N 6AG, United Kingdom. 
Authorised and regulated in the UK by the Financial Conduct Authority. Issued by Threadneedle 
Portfolio Services AG, Registered address: Claridenstrasse 41, 8002 Zurich, Switzerland. 

Columbia Threadneedle Investments is the global brand name of the Columbia and 
Threadneedle group of companies.   

columbiathreadneedle.com                  Issued 01.21 | Valid to 06.21 | 3407554 

 


