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A leading UK platform focused on developing  
a fairer, more responsible financial system.

SERIES OVERVIEW

Part of



The Edinburgh Ethical Finance Round Table Series 
(EEFRT) is a unique initiative bringing together 

senior stakeholders from financial services, 
government, faith groups, academia and the third 

sector. It provides a key forum for networking, 
sharing experiences and exploring the means and 
opportunities for establishing a more stable and 

socially-responsible financial services sector.
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Rt Host Topic Speakers Discussion Points Page

1 Tods Murray Islamic Finance – An Ethical 
Alternative

 — Tods Murray 
 — UKIFC

 — What can different ethical sectors learn for each other
 — Where does Islamic finance fit into the ethical 
universe?

10

2 Tods Murray Challenges in Awareness and 
Marketing of Ethical Finance 
Products

 — Triodos Bank
 — Positive Money

 — Ethos and business model 
 — Ethical considerations on the creation  
of debt

10

3 Tods Murray Marketing and Distribution 
Challenges and Growth of 
Impact Investing

 — SWIP
 — Impact Investment Partners

 — Current market trends in the ethical finance arena and 
the distribution challenges in reaching critical mass of 
AUM

 — Review of the development of ‘impact investment’ in 
different parts of the globe and how social impact is 
identified, measured and reported in the projects they 
are involved with

11

4 Ken Macintosh 
MSP (held 
at Scottish 
Parliament)

Scottish Heritage in 
Establishing Professional 
Bodies – Monetary Reform: 
How Money is Created

 — Positive Money
 — Professor Charles Munn 
OBE

 — SWIP
 — UKIFC

 — Update on developments since their previous 
presentation, and expanding their case for monetary 
reform

 — Scotland’s proud heritage in ethical finance and its 
contribution in the formation of the early professional 
bodies and their roles in promoting ethics

 — Current market for ethical products
 — Growth in market awareness of faith based ethical and 
social issues within the mainstream asset management 
community

11

5 Tods Murray Opportunities in Ethical 
Finance: Credit Unions, 
Social Impact Bonds and 
Investments

 — ScotWest Credit Union
 — GeoCapita
 — SWIP

 — Opportunities recent disillusion with the current 
financial system presents for credit unions

 — Innovation in the ethical finance space: social impact 
bonds

 — Equity investment market for ethical products: energy

12

6 Ken Macintosh 
MSP (held 
at Scottish 
Parliament)

Role of Ethical Finance 
in Scottish Government’s 
Banking Strategy

 — John Swinney MSP, 
Cabinet Secretary

 — UKIFC
 — Ethical Futures
 — Standard Life Investments
 — St Andrews University

 — An update on the Scottish Government’s economic 
priorities and how ethical finance may fit within the 
Scottish Government Banking Strategy

 — Perspective – faith group (Islamic finance)
 — Perspective – ethical IFA
 — Perspective – ethical investor
 — Perspective – academic institution

13

7 Shepherd and 
Wedderburn

Green Bonds and the 
Challenge of Stranded Assets

 — OEKOM Research AG/
Aether Energy

 — Aberdeen YMCA
 — UKIFC
 — Standard Life Investments

 — Green and Social Bonds overview and a look at 
investor appetite, counter parties and current 
opportunities

 — SIBs and the current practice and thinking in Scotland
 — Sukuk (Islamic bonds) and how they are structured
 — Stranded assets 

14

8 Shepherd and 
Wedderburn

Building a Trusted Brand 
in Banking – Challenges in 
Marketing Ethical Products

 — TSB Banking Group
 — Ethical Futures

 — Challenges in building and branding a trusted 
mainstream bank

 — Do we need a ‘kite mark’ in relation to ethical financial 
products?

15

9 MMS International Developments  
in Ethical Finance

 — Bank Negara (Malaysia)
 — Abu Dhabi Islamic Bank
 — HSBC Malaysia
 — Arabesque Asset 
Management

 — SEDCO Capital

 — This unique discussion that took place before the 
Global Ethical Finance Forum 2015 in Edinburgh

16

10 MMS Financing Social Housing  — Scottish Government
 — Aberdeen YMCA
 — Integrate (Think Tank)

 — Analysis of the current position of social housing in 
Scotland and Government’s plans for the future

 — Scotland could have a ‘pathfinder’ role in relation to 
new forms of social housing finance

 — New EU funding opportunities

17

11 MMS Investment for  
Social Purpose

 — RBS
 — Social Investment Scotland

 — investments – mainstream bank perspective 
 — investments – specialist social investment perspective

19

12 MMS Impact Investing – Using 
Mainstream Investment and 
Philanthropic Capital to Deliver 
and Measure Environmental 
and Social Benefits

 — Standard Life Investments
 — Inspiring Scotland

 — Impact investing – a mainstream investment 
perspective 

 — Impact investing – a venture philanthropist perspective

20

TOPICS OF DISCUSSION
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Rt Host Topic Speakers Discussion Points Page

13 MMS Ethical Finance From a  
Faith-Based Perspective

 — Church of Scotland 
Investors Trust

 — Al Rayan Bank

 — Challenges of putting principles into practice from an 
investment perspective

 — Philosophical underpinnings of Islam and how this 
informs ethical and sustainable models of banking

22

14 Baillie Gifford UN SDG’s in the Financial 
Services Sector

 — One Stone Advisors
 — Baillie Gifford

 — Overview of what financial services institutions are 
doing to make the UN SDGs become a reality

 — Case study looking at Baillie Gifford’s Positive Change 
Fund

23

15 Baillie Gifford Rise of the Millennial – Impact 
on Business and Investment 
Strategies

 — The Young Money Blog
 — Future X Innovation
 — Edinburgh University
 — Alliance of Religions and 
Conservation

 — An insight into millennial outlooks towards personal 
banking and investments particularly post banking 
crisis

 — Role start-ups play in building a better world by 
combining profit with a social purpose

 — Summary of the University’s Responsible Investment 
Policy Statement and approach to engaging and 
interacting with students to meet their investment 
expectations

 — Update on UNDP-backed faith consistent investment 
alliance

24

16 Baillie Gifford Government and the Financial 
Services Sector – Working 
Together for Stronger, 
Sustainable and Inclusive 
Economies

 — Scottish Government
 — Sustainable Nation Ireland

 — An update on Scottish Government’s strategy and key 
initiatives in sustainable finance 

 — Opportunity for Scotland to build on its reputation as a 
financial centre, in a responsible and sustainable way

 — Introduction to Irish Government’s IFS 2020 strategy 
and role Sustainable Nation Ireland is playing in 
positioning and promoting Ireland as a global 
sustainable and green finance hub

26

17 Scottish 
Government

The Role of Blended Finance 
for the SDGs

 — United Nations 
Development Programme

 — BlueOrchard

 — What is blended finance and what are the opportunities 
and challenges in linking this to the SDGs

 — Designing, structuring, and managing successful 
blended finance mandates to accelerate the SDGs

28

18 Baillie Gifford Ethical Finance Approaches  
in the Debt Capital Markets

 — HSBC 
 — Cameron Hume

 — An update on HSBC’s strategy to deploy $100bn  
in sustainable financing and investment by 2025

 — Overview of HSBC’s SDG bond and how it has 
integrated the Green Loan Principles and Green Bond 
Principles into its financial products and instruments

 — Overview of Cameron Hume’s client-led investment 
strategy and introduction to the Global Fixed Income 
ESG Fund

30

19 Baillie Gifford  
(at the Sheraton, 
Edinburgh)

Innovative Developments in 
Social and Blended Finance

 — Social Finance UK
 — The Robertson Trust

 — An overview of the latest trends and developments in 
the social investment space

 — Examples of projects that demonstrate how innovative 
blended models have been used in the UK to respond 
to broader policy initiatives and the opportunity for 
private capital

 — Social bridging finance – a new grant funding model 
being developed

32

20 Baillie Gifford Ethical Finance Market Update 
– Keynote Interviews

Ethical Finance Round Table

 — Baillie Gifford
 — Royal Bank of Scotland

 — Challenges and prospects facing the worlds of 
investment and banking when it comes to driving 
positive change

36

21 Baillie Gifford Path to COP26 – Financing a 
Green Future

 — European Investment Bank
 — Lloyds Banking Group

 — Risks climate change poses to financial institutions
 — Opportunities and challenges for COP26
 — Developing policies and climate-aligned solutions that 
help to finance a green future

38

22 Virtual Ethical Finance Round Table: 
Impact Investing – Can it save 
capitalism?

 — Global Impact Investing 
Network

 — Tribe Impact Capital
 — Khazanah Nasiona

 — Framing the impact investing sector – market size, 
latest trends, opportunities and challenges

 — Current trends in impact investing highlighting the 
challenges around measurement and greenwashing

 — Overview of the “Building True Value” initiative he led 
in Malaysia to highlight how a sovereign wealth fund 
can combine investment returns, strategic returns, and 
societal returns

40
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Led by industry practitioners the EEFRT series is one of the UK’s leading ethical finance 
discussion platforms and since 2010, has attracted around 350 professionals from over 
70 organisations, keen to develop a fairer and more socially-responsible finance system. 
Participants from London, Germany, Luxembourg and the USA have attended and, 
through Government ministerial involvement, we have hosted two events at the  
Scottish Parliament.

The concept of the EEFRT emerged during a UKIFC conference (April 2010) which 
explored the shared values between the Islamic and ethical finance sectors. In a welcoming 
statement Alex Salmond (Scottish First Minister at that time) highlighted that “real synergies 
exist between Islamic and ethical finance”. 

Following strong positive feedback from conference participants, the UKIFC agreed to 
develop and launch a series of high-level meetings themed around ethical finance that  
would facilitate:

 — Engagement – increase participation and raise awareness

 — Collaboration – showcase best practice and encourage knowledge sharing

 — Tangible outputs – focus on developing practical projects and initiatives

The EEFRT series has since helped to launch the Ethical Finance Hub, attracted the Global 
Ethical Finance Forum to Scotland, won a prestigious international award and inspired the 
world’s first joint venture between the Church and Islamic finance.

The Edinburgh Ethical Finance Round Table series forms part of the Global Ethical Finance 
Initiative (see page 31).

WELCOME TO THE 
AWARD WINNING 
EDINBURGH ETHICAL 
FINANCE ROUND 
TABLE SERIES
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The ARC team had the huge 
privilege of being invited 
to speak at an Edinburgh 
Ethical Finance Round Table 
meeting. We were astonished 
and delighted at the scope of 
the participants, representing 
finance, government and faiths 
but we were also impressed by 
the conviviality. There was a 
sense that people were there at 
the meeting because they wanted 
to explore the ideas as people 
not just as representatives of 
what they did for their jobs. 
In the world of international 
finance groups struggling with 
issues around ethics, this was 
one of the most impressive 
meetings we’ve been to.

MARTIN PALMER, SECRETARY-GENERAL 
ALLIANCE OF RELIGIONS AND CONSERVATION (ARC)
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ACHIEVEMENTS OF THE EEFRT SERIES

GLOBAL ETHICAL FINANCE 
CONFERENCES 

 — Global Ethical Finance Forum 2015 and 2017 
as well as Ethical Finance 2018 all hosted in 
Edinburgh.

 — Positioned Scotland as the leading destination 
for convening the ethical finance narrative.

 — Themes were ‘Growing the Global Ethical 
Finance Industry through Collaboration and 
Convergence’ (2015), ‘Merging Profit and 
Purpose’ (2017) and ‘Regaining Trust and 
Demonstrating Impact’ (2018).

 — Events aim to unlock new opportunities 
for growth, provide unique solutions for 
key issues and chart new directions for the 
industry.

 — Conferences attracted over 600 distinguished 
leaders from 30 countries ranging from 
Ministers and Central Bank Governors to 
CEOs of multibillion asset managers, world’s 
largest ethical banks, multilateral institutions, 
and leaders in research, amongst others.

 — Marketing Edinburgh estimated the economic 
benefit of attracting the conferences to 
Edinburgh was around £720,000.

 — Following GEFF 2015 Al Rayan Bank 
opened its offices in Scotland creating 
employment and committing an immediate 
short-term investment of £20 million.

www.ethicalfinance2018.com

ETHICAL FINANCE INNOVATION 
AND CHALLENGE AWARDS 2015 
(EFICA)

 — Organised by Abu Dhabi Islamic Bank and 
Thomson Reuters.

 — Aims to inspire and recognise fresh ways 
of thinking and promote the most dynamic 
actionable solutions that advance ethics in the 
world’s financial services.

 — UKIFC fought off competition from over 200 
organisations from across the globe to win 
the $100,000 Industry Development Award 
in Dubai.

 — Prize presented by keynote speaker and 
Nobel Peace Prize Laureate Dr Muhammed 
Yunus.

 — Recognition of the UKIFC’s work in 
establishing the EEFRT.

www.efica.com

2015 Winner
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ETHICAL FINANCE HUB 
(EFH) 

 — Scottish-based, industry-led not-for-profit 
organisation backed by Scottish Government.

 — Concept emerged during the EEFRT series.

 — Participants recognised the benefits in 
creating links between stakeholders to help 
innovate and grow the market for ethical 
finance.

 — Will provide a platform to promote 
collaboration, research, innovation and 
growth in ethical finance market.

 — Vision is to create a financial system 
where integration of environmental, social, 
governance and faith based values become 
the norm and not the niche.

 —  EFH will help to raise awareness, develop 
new ethical finance products and services and 
increase access to finance for individuals and 
organisations. 

WORLD’S FIRST INTERFAITH 
ETHICAL FINANCE JOINT 
VENTURE 

 — In March 2016 Church of Scotland and 
UKIFC agreed to co-develop an ethical 
finance solution open to all society, 
regardless of race, religion or ethnic 
background and based on the shared 
values between the faith traditions.

 — Directly engaged 300+ finance 
practitioners, theologians, religious leaders, 
parliamentarians and academics through a 
series of five in-depth round tables, one-to-
one meetings and digital outreach.

 — Launched the shared values framework as 
the Edinburgh Finance Declaration at Ethical 
Finance 2018 in Edinburgh.

 — Draws upon Scotland’s proud heritage 
in ethical finance and sends a strong and 
positive message of faith groups working 
together to inspire others across the world.

 — Initiative has been featured in the FT, Radio 
5 Live and BBC Radio Scotland as well 
as being shared extensively through social 
media.

www.ethicalfinancehub.org www.edinburghdeclaration.org 

Founding Partners
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 — The debate’s starting point had two main 
themes – what can different ethical sectors 
learn from each other and where does Islamic 
finance fit into the ethical universe.

 — Central issues discussed included how 
ethical finance could expand its role within 
the financial landscape of Scotland and the 
UK as a whole and whether there was scope 
for different faith groups coming together 
to work jointly on promoting ethical finance 
solutions to community problems.

 — The meeting was built round two contrasting 
presentations, the first from Triodos Bank 
on its ethos and business model and the 
second from Positive Money on ethical 
considerations on the creation of debt.

 — Each of these led to wide-ranging 
discussions, touching on topics including 
positive v. negative screening of investments 
and funding projects and the possible 
openings for alternative ethically based debt 
funding models created as a result of the 
financial crisis.

Our work has attracted considerable media attention through which it has been promoted to over  
5 million people worldwide.

01
ROUND TABLE

SEP 2010

02
ROUND TABLE

NOV 2011

It is essential we seek out new opportunities to diversify 
our financial services industry, so the industry can 
continue to prosper and grow. Providers of ethical finance 
have the potential to position themselves as a viable 
alternative to mainstream institutions.
John Swinney MSP, Deputy First Minister of Scotland

Islamic Finance –  
an Ethical Alternative

Host – Tods Murray

Challenges in Awareness and 
Marketing of Ethical Finance Products

Host – Tods Murray

$US 1.2 trillion global Islamic finance assets (1% 
of global banking assets with an estimated annual 
growth rate of 10–15%).

Financial services contributed £8.8 billion to the 
Scottish economy in 2010 (over 8% of Scottish 
onshore economic activity).

For nearly 100 years the size of the UK banking 
sector was equivalent to roughly 50% of GDP. 
Today, RBS, Barclays, and HSBC each have 
assets in excess of GDP.

Total assets under management at Triodos grew 
by 21% to EUR 6.8 billion in 2011.
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 — The debate featured two presentations looking 
at marketing and distribution challenges and 
measuring social impact. Scottish Widows 
Investment Partnership (SWIP) presented 
on the current market trends in the ethical 
finance arena and the distribution challenges 
in reaching critical mass of AUM. Impact 
Investment Partners, presented a wide 
ranging review of the development of ‘impact 
investment’ in different parts of the globe and 
how social impact is identified, measured and 
reported in the projects they are involved with.

 — Both stimulated a good deal of discussion. It 
was interesting to note that, while apparently 
on very different topics, the two presentations 
in fact came together as impact investment in 
infrastructure projects was identified by the 
SWIP speakers as an example of the niche 
products they see as a likely developing feature 
of the ethical products marketplace.

 — The event was the best attended to date, with 
an increased range of stakeholders present. It 
also sparked considerable media interest and 
comment, including a team from Dutch radio!

 — The Round Table was attended by various MSP’s  
across the political divide along with an increased  
range of experts from the financial, commercial and 
public sectors.

 — Presentations were made by Positive Money who 
returned with an update on developments since their 
previous presentation, and they expanded their case 
for monetary reform. This was followed by a wider 
discussion of Scotland’s potential role as a leader in 
ethical finance, led by Professor Charles Munn describing 
Scotland’s proud heritage in ethical finance and its 
contribution in the formation of the early professional 
bodies and their roles in promoting ethics.

 — Craig Mackenzie of SWIP discussed the current market 
for ethical products and Omar Shaikh of the UKIFC 
concluded with remarks on what the faith-based sector 
can contribute. Examples were cited of a growing 
market awareness of ethical and social issues within the 
mainstream asset management community.

 — A consensus emerged that a practical way forward in 
advancing Scotland’s leadership in the area would be 
the establishment of a Scottish ‘ethical finance hub’. 
Scottish Government were formally asked to investigate 
the possibility of establishing such a hub that can act as 
a platform to promote ethical finance, conduct research 
and act as a conduit to link Scotland to the international 
ethical and Islamic finance markets to attract FDI.

03
ROUND TABLE

MAR 2012

04
ROUND TABLE

FEB 2013

Marketing and Distribution Challenges 
and Growth of Impact Investing

Host – Tods Murray

Scottish Heritage in Establishing 
Professional Bodies – Monetary Reform: 
How Money is Created

Host – Scottish Government

SWIP offer 3 responsible investment funds 
totalling £478.8 million.

IIP team has successfully managed portfolios 
of more than $20 billion across asset classes in 
developed and emerging markets.

Most of the money created by banks goes into house price 
bubbles (40% of all new money created in the 10 years 
running up to the financial crisis) and financial markets (37%), 
whereas only a minority (13%) ends up in the real economy.

Faith-based investors engage with companies because 
their religious faith leads them to support such ideals as 
stewardship, justice, care of creation and the environment, 
and debt relief.

Over 200 years ago the Reverend Henry Duncan opened  
the first ‘people’s bank’ in Scotland – a bank where the 
common man could deposit as little as sixpence. That  
bank was TSB Bank.
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 — The 5th Edinburgh Ethical Finance Round  
Table was hosted by Tods Murray in their 
Edinburgh offices.

 — Kenny MacLeod CEO of ScotWest Credit 
Union, one of the UK’s largest credit unions, 
gave an insightful presentation on the unique 
opportunity recent disillusion with the 
current financial system presents for credit 
unions. He did also highlight however, that 
there are many challenges still faced by the 
credit union movement in the UK, such as 
lack of homogeneity. 

 — Doug Prentice CEO of GeoCapita gave a 
stimulating talk on a rapidly developing 
innovation in the ethical finance space: Social 
Impact Bonds (SIBs). As well as outlining 
how SIBs integrate social returns into bond 
structures Doug also discussed how issues 
like climate change can be tackled using 
such financial innovations structured as fixed 
income products.

 — Craig Mackenzie, Head of Sustainability 
at Scottish Widows Investment Partners 
(SWIP), presented on the equity investment 
market for ethical products, focusing in 
particular on the energy sector and how a 
change in energy investment behaviour can 
have a positive impact on the environment.

 — Following on from the previous Round Table, 
the proposal for the establishment of an 
Ethical Finance Hub – a centre of excellence 
for ethical finance – was also discussed. The 
concept, initially put forward by the UKIFC, 
was supported by SWIP, James Gibbs Stuart 
Trust, Inspiring Scotland, Ethical Futures 
and a number of others. Omar Shaikh 
confirmed that the UKIFC would continue 
to take forward the recent discussions on the 
proposal with the Scottish Government.

It’s impossible to apply ethics within 
the financial services sector without 
plenty of discussion; and the Round 
Tables are easily the best place for 
that in Scotland, bringing together 
practitioners and stakeholders with 
a very wide range of perspectives.
Dr Robbie Mochrie, Associate Professor of Economics, Heriot Watt University.

05
ROUND TABLE

NOV 2013

Opportunities in Ethical Finance 
– Credit Unions, Social Impact 
Bonds and Investments

Host – Tods Murray

330,000 people are members of the 100+ credit unions in 
Scotland which hold £511m of members’ savings and have 
£290m out on loan. 

There are 15 social impact bonds in the UK, one of which is 
in Scotland.

Total investments in renewable energy fell in 2013 by 14% to 
$214 billion worldwide, reflecting significant cost reductions 
and the impact of policy uncertainty.
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 — The 6th Edinburgh Ethical Finance Round  
Table took place in Committee Room 1 of the 
Scottish Parliament, at the invitation of Ken 
Macintosh MSP. 

 — John Swinney MSP, Cabinet Secretary 
for Finance, Employment and Sustainable 
Growth gave the keynote address, presenting 
an update on the Scottish Government’s 
economic priorities and his views on the 
place of ethical finance within the Scottish 
Government’s overall Banking Strategy. 
Further shorter presentations were then given 
by Omar Shaikh of the UKIFC (on Islamic 
finance), Julian Parrott of Ethical Futures (as 
an independent IFA operating in the area) and 
Amanda Young of Standard Life Investments 
(from the SRI perspective).

 — Graham Burnside of Tods Murray then 
facilitated a very lively round table 
discussion, focusing in particular on 
the potential role of a ‘Scottish Ethical 
Finance Hub’ (SEFH), particular areas of 
interest were the potential role of a Hub 
for promoting research, business clusters, 
Scotland’s profile in the wider ethical finance 
world and the development of recognised 
industry standards.

 — A strong consensus emerged from the 
discussion that the potential roles and 
business case for a SEFH should be explored 
further, support being voiced from such 
diverse organisations as the Church of 
Scotland, Ethical Futures, Green Investment 
Bank, Inspiring Scotland, Kingdom Capital 
Partners, RBS, St Andrews University, 
Standard Life Investments and Triodos Bank. 
This led to the conclusion that the best way 
forward would be the establishment of a 
SEFH steering group and it was remitted 
to the organisers of the meeting to canvass 
potential members.

 — Following the meeting a message of support 
for the SEFH concept was received from 
Mr Swinney, confirming that the Scottish 
Government was happy to work with private 
industry and other relevant stakeholders to 
investigate the options for its establishment.

06
ROUND TABLE

FEB 2014

Role of Ethical Finance in Scottish 
Government’s Banking Strategy

Host – Scottish Government

The ethical roots of Scotland’s financial services 
can be traced back over more than 250 years 
where we have been a global pioneer in financial 
innovation and the development of professional 
industry standards.

The Ethical Finance Hub was launched in 2016 
with a focus on raising awareness, educating and 
facilitating practical activities (such as research, 
events and projects) that support the growth of 
the ethical finance sector.
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 — The 7th Edinburgh Ethical Finance 
Round Table was hosted by Shepherd and 
Wedderburn. While equity investments had 
featured in various previous meetings the 
principal focus on this occasion was on fixed 
income products within the ethical finance 
space.

 — The first presentation was given jointly by 
Martina MacPherson of Oekom Research 
AG, one of the principal rating agencies in 
the field of sustainable investments, and Matt 
Riddiford of Aether Energy on Green Bonds 
and their current market. They summarised 
the history of the sector to date, which was 
expected to reach a total global value of $50 
billion by end 2014. It was noted that one 
important development area was in providing 
funding for specific projects.

 — Ian Marr of Aberdeen YMCA then gave a 
stimulating presentation from his perspective 
as sponsor of the sole Social Investment 
Bond issue in Scotland to date (there 
having been 16 in England with more in the 
pipeline). He gave a detailed outline of the 
financial operation of SIBs and their target 
investment market. He made the point that 
standardisation of documentation would assist 
in encouraging the growth of the market.

 — Omar Shaikh, Executive Board member 
of the UKIFC, then gave a presentation 
on Sukuk (i.e. Islamic bonds). This was 
of course of topical interest as the UK had 
recently become the first western sovereign 
to bring a Sukuk issue to market. He 
highlighted the strong demand for such  

bonds among Islamic pension funds, 
insurance companies etc and the hope was 
that the UK Government’s lead would be 
followed by other sovereigns and corporates.

 — The final topic of the meeting, presented 
by Rebecca MacLean of Standard Life 
Investments, was the rather different one 
of ‘stranded assets’, i.e. the risk of assets 
such as fossil fuel reserves becoming 
economically or practically unviable as a 
result of changing regulatory environments. 
It was pointed out that to date some fuels  
had suffered more than others, coal being  
the most affected. Increasingly, this was 
being driven by institutional investors 
making policy decisions to disinvest in fossil 
fuels.The major underlying question was  
how far in practice Governments were likely  
to adhere to their carbon reduction targets.

07
ROUND TABLE

OCT 2014

Green Bonds and the 
Challenge of Stranded Assets

Host – Shepherd and Wedderburn 

Ethical fixed income products expected to reach 
a total global value of $50 billion by end 2014.

YMCA Scotland’s social impact bond (c£500k) 
supported 300 young people into employment, 
education or training. 

In 2014 the UK Government became the first 
country outside the Islamic world to issue a 
sovereign Sukuk (£200 million).

Exposure of the European financial sector to 
high-carbon assets was over €1 trillion in 2014.
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 — The 8th Edinburgh Ethical Finance Round 
Table was again held in the offices of 
Shepherd and Wedderburn. 

 — The initial discussion topic explored the 
question of how the mainstream banks had 
responded to the widespread calls which had 
emerged following the financial crisis for 
a more ethical and values-driven approach 
to financial services. The first presentation 
was given by Bola Gibson, Head of 
Community Engagement at TSB Banking 
Group, on the challenges the Group had 
been presented with in seeking to build and 
brand a trusted mainstream bank. The key to 
their approach had been to focus on ‘local 
banking’, building on their inheritance of a 
substantial branch network across Britain, 
coupled with excluding involvement in 
investment banking, derivatives, etc. She 
indicated that they had deliberately not 
adopted the term ‘ethical’ in their marketing, 
as this was considered too ambiguous and 
its extent too uncertain, which led on to an 
interesting group discussion as to the current 
implications of how the term was being used 
in practice across the financial markets.

 — This was followed by a discussion, led 
by Julian Parrott of Ethical Futures, as to 
whether the introduction of a ‘kite mark’ 
in relation to ethical financial products 
was practicable and/or desirable. There 
was general agreement that there would be 
considerable difficulties in seeking to agree a 
set of benchmark standards across the whole 
of the ethical finance arena, given the range 
of underlying drivers (faith-based, social, 
environmental etc) involved. 

 — The second main challenge would be 
establishing a credible independent 
certification system, and indeed it was 
unclear where the certifying body would 
come from. The point was made that the 
success of any system of this sort would 
ultimately depend on widespread adoption 
across the market and precedents were 

not particularly encouraging – the nearest 
existing equivalent was probably the Eurosif 
Transparency Code, and at present less than 
a quarter of managers active in the ethical 
investment fund sector had signed up to this. 
While no overall conclusion emerged from 
the discussion there was general agreement 
that given the scale of the challenges it was 
unlikely that any certification along these 
lines would emerge in the near future. 

 — Graham Burnside gave the group a brief 
update on developments in relation to the 
Scottish Ethical Finance Hub proposal. He 
reported that the Steering Group which had 
been established following the 6th Round 
Table had completed its market research over 
the autumn months (with funding assistance 
from the Scottish Government and City of 
Edinburgh Council) and in view of the very 
positive responses forthcoming had put 
together a written business case. This had 
recently been circulated among relevant 
stakeholders and their responses were now 
awaited. It was hoped therefore that there 
would be positive developments to report  
not too far in the future.

08
ROUND TABLE

JUN 2015

Building a Trusted Brand 
in Banking – Challenges in 
Marketing Ethical Products

Host – Shepherd and Wedderburn 

TSB re-launched as an independent bank in 2013 
with £30m campaign telling the story of TSB’s 
founding in 1810 by the Reverend Henry Duncan.

At the time of the re-launch TSB comprised 631 
branches and is the UK’s eighth largest bank with 
8,500 staff and 4.7m customers. 
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 — The UKIFC, in association with MMS, was delighted 
to host a unique, international round table at Dalmahoy 
Country Club in Edinburgh.

 — The event was organised the day before the inaugural 
Global Ethical Finance Forum and was attended by a 
number of board members from the recently established 
Responsible Finance Institute.

 — The round table discussion was focused on international 
developments in ethical finance. Dr Zeti Aziz 
highlighted the importance of the sustainability and 
soundness of the financial system and HH Emir Sanusi 
II commented on how the philosophical ethics in Islam 
are much more inclusive than the jurisprudence. 

 — Other distinguished guests included Tirad Al-Mahmoud, 
Daud Vicary Abdullah, Rafe Haneef, Hasan Al Jabri, 
Omar Selim and Lord Sheikh all of whom shared 
excellent insights on what the future holds for ethical 
and Islamic finance.

 — The event concluded on a very positive note with the 
Church of Scotland outlining their reasons for entering 
into a joint research project with the UKIFC.

09
ROUND TABLE

SEP 2015

International Developments in  
Ethical Finance

Host – Maclay Murray and Spens 

The savings bank model developed by Rev. Henry Duncan  
of the Church of Scotland in 1810 was used as the blueprint 
for the early Islamic banking attempts in the 1960s

The trend of positioning Islamic finance within the broader 
umbrella of ethical finance has gained momentum in recent 
years as following Shari’a principles can be seen to be 
intrinsically interwoven with ethical finance values and 
strategies.
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 — The 10th Edinburgh Ethical Finance Round  
Table was held in the offices of Maclay Murray  
& Spens LLP.

 — Given the widely recognised shortfall in current 
rates of house building the theme for this event 
was on financing social housing projects. 

 — Susan Torrance, from Scottish Government’s 
Housing Supply & Innovation Division, set 
out SG’s analysis of the current position and 
its plans for the future. Its target was the 
construction of 50,000 new homes over the 
next 5 years and, while recognising the need  
for a mix of public/social/private landlords, 
70% should be in the social/affordable 
categories. SG recognised that in the current 
financial climate this would be impossible 
without significant state financial support and  
a subsidy in the region of 55% of building costs 
had been pledged.

 —  Ian Marr, CEO of Aberdeen YMCA, suggested 
that Scotland could have a ‘pathfinder’ role in 
relation to new forms of social housing finance. 
His own experience in promoting Scotland’s 
only social impact bond to date suggested 
that there was a strong public appetite for 
investments with a clear social outcome. 
Steve Wright of Luxembourg-based think tank 
‘Integrate’ then presented new EU funding 
opportunities. The ‘Juncker Plan’ envisaged  
the EU investing €315bn in social infrastructure 
over the next three years, seeking €260bn 
balancing contribution from the private sector. 
The creation of the European Long-Term 
Investment Fund (ELTIF), strictly classified  
as alternative investments, was positioned as  
a very flexible solution, allowing institutional 
or retail investments in equity or debt. 

10
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FEB 2016

Financing Social Housing

Host – Maclay Murray and Spens 

 — A lively discussion ensued and while some 
scepticism was expressed as to whether the 
ELTIF would play a significant role in UK 
social housing there was general agreement 
that imaginative solutions had to be found to 
allow aggregation of smaller scale individual 
projects so as to attract larger scale funding. 
The view was also expressed that the focus for 
Government lay in the construction phase of 
projects (as indeed the present SG guarantee 
scheme envisaged) as there should be ample 
private sector investment appetite in relation  
to developments which were fully performing.

Scottish Government target is to build 50,000 
new homes over the next 5 years with 70% 
should be in the social/affordable category.

The ‘Juncker Plan’ envisaged the EU investing 
€315bn in social infrastructure over the next three 
years, seeking €260bn balancing contribution 
from the private sector.
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The round table events are a unique forum in 
 the ethical finance sector; the opportunity to 
hear perspectives on a particular topic from 
 a wide range of stakeholders is invaluable. 

Julian Parrott, Partner, Ethical Futures
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 — Themed around the financing of social 
investment perspectives were shared by 
mainstream banks and the specialist social 
investment sector.

 — Thom Kenrick, Head of Communities 
Programmes at RBS indicated that in the UK 
annual overall lending to the voluntary sector 
now exceeded 4bn with mainstream banks 
providing the bulk of this funding (i.e. 53% 
charity funding is from high street banks with 
9% from specialist social lenders).

 — In 1995 RBS was the first bank to set up a 
dedicated team for not-for-profit borrowers 
and was actively seeking ways for further 
assisting the social enterprise sector.

 — A recent report found that while 39% of 
social enterprises considered finding sources 
of finance to be a problem, only 17% of these 
organisations approached a mainstream bank. 

 — Thomas Gillan, CFO of Social Investment 
Scotland (SIS), then reported that the social 
enterprise sector was growing rapidly and its 
demand for funding continued to increase.

 — SIS is the largest Community Development 
Financial Institution in Scotland (provided 
more than £50m of funding, predominantly 
in the form of debt) and unique in that it is 
financially self-sustaining

 — A significant proportion of the lending is in 
the form of ‘patient capital’ (i.e. quasi-equity 
designed to promote growth) with loans 
averaging 80,000 (above microfinance but 
below mainstream bank level).

 — SIS support enterprises involved in 
community, employment and children and 
young people and works in collaboration with 
Scottish Government, outside agencies (i.e. 
Big Society Capital), commercial enterprises 
(i.e. Asda) and private investors.

 — A general discussion then took place and 
there was a consensus that the sector was 
moving away from seeking to establish an 
objective set of general metrics for assessing 
social impact in favour of a more nuanced 
approach examining projects on their own 
terms. Views were expressed that mainstream 
banks had more work to do in differentiating 
the needs of the voluntary sector from those 
of commercial borrowers generally.
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SEP 2016

Investment for Social Purpose

Host – Maclay Murray and Spens 

The size of the social investment market is  
£1.5 billion (stock) and £427m per year (flow).

39% of social enterprises believe lack of 
availability of finance is a barrier to their 
sustainability, compared with just 5% of SMEs.

Only 17% of social enterprises approach their 
high street banks for finance.

SIS is the largest Community Development 
Financial Institution in Scotland providing more 
than £50m of funding to social enterprises.
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 — Picking up on themes from the previous 
meeting, the topic was Impact Investment 
and how its outcomes can best be evaluated.

 — Amanda Young, head of Responsible 
Investments team at Standard Life 
Investments (SLI), spoke first, highlighting 
that ethical investment had moved from 
purely negative screening to greater scrutiny 
of social/environment returns. Although the 
main barrier for mainstream investors have 
been the limited size and scale of investment 
opportunities, Amanda sees encouraging 
trends such as government pressure on 
businesses to report on these issues and the 
increasing acceptance of the UN Sustainable 
Development Goals. SLI’s own approach 
involves building an ‘impact stock universe’ 
from its overall ‘buy’ list of around 150 
stocks. Amanda emphasised that key factors 
were measurability and intentionality – 
evaluation of these is very much a developing 
process but there is a continuing focus on 
seeking to refine this.

 — The second speaker was Celia Tennant, CEO 
of Inspiring Scotland, which deals exclusively 
with philanthropic impact investment. 
Inspiring Scotland’s focus is almost entirely 
on social impact, with process starting from 
identification of a social need around which 
they then raise funds and seek to identify a 
portfolio of the best placed third sector bodies 
to tackle the issue. Sharing the outcomes, 
evaluation and measurement is essential for 
venture philanthropists in order to demonstrate 
impact. To date Inspiring Scotland has 
donated over £100m to the Scottish voluntary 
sector spread over 300+ organisations.

 — A general discussion considered whether a 
sufficient scale of qualifying businesses to 
allow impact investment to ‘go mainstream’ 
is likely to emerge. The view on this was 
cautiously optimistic, pointing to the 
faster than expected rate of change in the 
development of electric cars and the growth 
of Green Bonds. Amanda sees a considerable 
challenge in building platforms which would 
allow retail investors easy access to impact 
investment.

 — Regarding measurement there was a 
recognition that this imposed onerous 
requirements on businesses but was essential 
for development and signs were that 
mainstream organisations were increasingly 
accepting the requirement. There was 
support for developing common approaches 
to evaluation and transparency of outcomes 
and it was noted that the UK is leading 
internationally on measuring environmental 
impact. 
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FEB 2017

Impact Investing – Using Mainstream Investment and Philanthropic Capital to 
Deliver and Measure Environmental and Social Benefits

Host – Maclay Murray and Spens 

JPMorgan research reveals demand for impact 
investing may reach $1trn by 2020.

Inspiring Scotland has donated over £100m to 
the Scottish voluntary sector spread over 300+ 
organisations..
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 — The topic for this meeting was faith-based finance and 
the faith perspective on ethical investment.

 — The first presentation was given by Catherine 
Alexander, chair of the trustees of the Church of 
Scotland Investors Trust. Although day to day 
management of the £400m funds is delegated to three 
investment management firms and the Trust has always 
operated on the basis of avoiding certain categories 
of investment, their current policy being to exclude 
any company with a higher than 15% involvement in 
armaments, alcohol, gambling, tobacco or tar sands. 
Increasingly the Trust is seeking ways of encouraging 
ethical behaviour by those they invest in and consider 
that they have an important role as lobbyists in this 
direction within the corporate sector.

 — Saquib Ismail, Senior Sales Manager with Al Rayan 
Bank opened the second presentation by giving a brief 
history of the Bank, which was founded in 2004 (as 
Islamic Bank of Britain) and opened its first branch 
in Scotland in 2016. It currently has around 50,000 
customers and has grown rapidly in recent years. In 
keeping with Shariah requirements all of its products 
are asset-based and all returns provided to depositors 
constitute profit and not interest, although for the most 
part this distinction is invisible to the Bank’s customers. 
Interestingly, the list of assets and activities which the 

Bank excluded is very similar to that mentioned by 
Catherine, although in the Bank’s case the exclusions 
are absolute rather than matters of choice and policy.  
A recent notable development is that around 80% of the 
Bank’s deposit customers are now non-Muslims.

 — The final part of the meeting saw an update on the 
shared values project between the Church of Scotland 
and the UKIFC. Doctor Richard Frazer and Martin 
Johnstone, Convener and Secretary of the Church 
and Society Council, spoke for the Church and Omar 
Shaikh for the UKIFC. The aim of the joint venture 
is to produce a shared values framework that will 
underpin the development of a financial solution. The 
‘R&D’ phase will now seek to build out the detail of a 
financial product.
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Ethical Finance From a  
Faith-Based Perspective

Host – Maclay Murray and Spens 

Church of Scotland Investors Trust’s £400m fund excludes 
any company with a higher than 15% involvement in 
armaments, alcohol, gambling, tobacco or tar sands.

Al Rayan Bank is the first wholly Shariah compliant retail  
bank in Scotland with £20 million capital available for  
Scottish customers

 — The topic for this meeting was faith-based finance and 
the faith perspective on ethical investment.

 — The first presentation was given by Catherine 
Alexander, chair of the trustees of the Church of 
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investment management firms and the Trust has always 
operated on the basis of avoiding certain categories 
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any company with a higher than 15% involvement in 
armaments, alcohol, gambling, tobacco or tar sands. 
Increasingly the Trust is seeking ways of encouraging 
ethical behaviour by those they invest in and consider 
that they have an important role as lobbyists in this 
direction within the corporate sector.

 — Saquib Ismail, Senior Sales Manager with Al Rayan 
Bank opened the second presentation by giving a brief 
history of the Bank, which was founded in 2004 (as 
Islamic Bank of Britain) and opened its first branch 
in Scotland in 2016. It currently has around 50,000 
customers and has grown rapidly in recent years. In 
keeping with Shariah requirements all of its products 
are asset-based and all returns provided to depositors 
constitute profit and not interest, although for the most 
part this distinction is invisible to the Bank’s customers. 
Interestingly, the list of assets and activities which the 

Bank excluded is very similar to that mentioned by 
Catherine, although in the Bank’s case the exclusions 
are absolute rather than matters of choice and policy.  
A recent notable development is that around 80% of the 
Bank’s deposit customers are now non-Muslims.

 — The final part of the meeting saw an update on the 
shared values project between the Church of Scotland 
and the UKIFC. Doctor Richard Frazer and Martin 
Johnstone, Convener and Secretary of the Church 
and Society Council, spoke for the Church and Omar 
Shaikh for the UKIFC. The aim of the joint venture 
is to produce a shared values framework that will 
underpin the development of a financial solution. The 
‘R&D’ phase will now seek to build out the detail of a 
financial product.
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Al Rayan Bank is the first wholly Shariah compliant retail  
bank in Scotland with £20 million capital available for  
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 — The topic for the meeting was the UN Sustainable 
Development Goals and the role the financial sector can 
play in making them a reality.

 — The first presentation was given by Fran van Dijk, one 
of the founding partners of ‘One Stone Advisors’, who 
are leading consultants in the field of sustainability, 
operating principally in the UK, Scandinavia and the 
Netherlands. Fran reported that the UN Sustainable 
Development Goals (SDGs) have increasingly 
become a focus area for their clients in recent times, 
both seeking to map their own strategy against the 
SDGs and, in some cases, going beyond that to seek 
to link and adapt their strategies to make a positive 
contribution to meeting the goals. A major challenge 
in achieving the SDGs by their target date of 2030 
will be finance, much of which will have to come 
from the private sector. However that will bring many 
opportunities too both in generating revenue from 
change (estimated at a possible $12 trillion) and in 
creating jobs (estimated at a possible 380 million).  
Fran then gave a number of examples of businesses 
which together or in partnership were actively 
contributing to progress – these included Triodos Bank, 
BNP Paribas, which was developing the ‘Solactive’ 
index, and the World Benchmarking Alliance lead by 
Aviva, which was seeking to develop a comprehensive 
SDG benchmark over the next 3 years.

 — The second presentation was given by Lee Qian of 
Baillie Gifford, introducing their ‘Positive Change Fund’ 
in which he played a leading role. The strategy of the 
Fund is to invest solely in companies making a positive 
contribution to social or environmental challenges, 
while continuing to deliver attractive returns. The Fund 
had only recently been launched and currently stood at a 
level of £12 million but it was hoped in time this could 
reach a value of up to $10 billion. The view underlying 
the investment strategy was that companies in this 

category will prosper in the long-term, so this is very 
much a ‘patient capital’ approach. The management of 
the Fund operates by way of intensive internal analysis, 
focusing on the intention, business practices and product 
impact of the companies in question. The SDGs form 
a useful framework for measuring the last of these 
aspects and also provide a means of communicating and 
reporting on the impact achieved to investors.

 — The discussion was then opened to the floor. One 
question which was raised was whether there was a 
danger of the SDGs becoming merely a ‘box ticking’ 
exercise or whether they were actually stimulating new 
investment. In response, Fran van Dijk agreed that it 
was essential that the impact of investment should be 
closely assessed against the SDGs – in her view the 
forthcoming Aviva benchmark should help in this. It 
was noted that as yet the UK was one of the countries 
which had not yet formulated its policy in relation to 
SDGs and it appeared that the government was seeking 
contributors to put together chapters on each of the 
individual Goals. It was suggested therefore that it might 
be a suitable project for the EFRT to collaborate on one 
of the chapters in question. There was some comment 
that for certain sectors the SDGs may appear to be 
framed in too general and high level way. Nevertheless 
the view of the presenters was that they could still form 
a very useful starting point for any company’s strategy.

14
ROUND TABLE

NOV 2017

UN SDG’s in the Financial  
Services Sector

Host – Baillie Gifford 

The SDGs could create 380 million jobs and generate  
US$12 trillion in business savings and revenue across  
four sectors by 2030.

Baillie Gifford’s Positive Change Fund was valued at  
£12 million shortly after its launch in January 2017.
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 — The topic for the meeting was the attitude of 
the millennial generation to finance and their 
potential influence on investment decisions. 
In a departure from the established format 
the meeting featured presentations from four 
speakers. 

 — The first presentation was given by Iona 
Bain, a freelance financial journalist who has 
established a leading media profile in this 
area, not least as founder of ‘Young Money 
Blog’. Her own view was that ‘millennial’ 
was something of misnomer and in danger of 
becoming little more than a marketing concept, 
but nevertheless had become the established 
term for those in the 20–35 age group. While 
she questioned whether this generation is truly 
more entrepreneurial that its predecessors, there 
was no doubt that technology had changed 
attitudes and this age group very much wished 
to handle its finances by smartphone. So far this 
was largely confined to bank account operation 
as ‘fintech’ was still not a widely understood 
term – this was likely to change however. She 
did consider that her generation was driven 
more by its ideals and social goals than purely 
questions of income and the fact that the 
general expectation was now to change job 
every three to four years meant that traditional 
pension structures etc were not well aligned. 
One particular concern to her was the apparent 
investment gap between men and women even 
in this age group, which in her opinion risked a 
‘gender prosperity gap’ developing.

 — The second speaker was Laura Westring who, 
following a career with the EU, was now Head 
of Communications at ‘FutureX’, founded 
last year to support young entrepreneurs and 
early stage businesses in Scotland. Her main 
reason for returning to Scotland had been 
the substantial growth in business start-ups, 
particularly in the area of fintech – Edinburgh 
now hosts the largest technology start-up hub in 
the UK. One important change in attitude which 

she had detected was that start-up business 
owners and their funders were less interested 
in the old model of building up the business 
with a view to an early exit than in maintaining 
control and involvement through alternative 
financing routes such as crowdfunding. Another 
significant development was the growth in 
promoting staff retention and commitment 
by providing opportunities for investing in 
the businesses concerned. In some cases, if 
entrepreneurs can show a convincing early track 
record they can hand pick their investors for 
their attitude and commitment to the business 
in question. One important aim of FutureX 
is to bring together entrepreneurs who might 
otherwise consider themselves competitors with 
a view to learning from each other and sharing 
ideas from which they can all benefit.

 — In response to a question from the floor as 
to whether she thought millennials are more 
‘ethical’ than previous generations, Laura 
responded that while that might be debatable 
she did think they were more open to risk-
taking, due to the decline in job security and 
long term employment.

 — The next speaker was Dave Gorman, the 
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Rise of the Millennial – Impact on  
Business and Investment Strategies

Host – Baillie Gifford 
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Director of Social Responsibility and 
Sustainability at the University of Edinburgh. 
He set out the background to the University’s 
‘Responsible Investment Policy’, which had 
been in place since 2013, with the practical 
consequence that investment decisions were 
now driven as much by ‘ethical’ questions 
such as supply chains as by purely financial 
considerations. An annual survey was 
conducted with the student body, which 
generally produced around 4,000 replies. 
One general change of mindset he noted was 
moving on from identifying problems to 
focusing on solutions. Ideas about the purpose 
of investment had also widened and could be 
tied in with the University’s own work – e.g. 
social enterprise investment being linked with 
teaching and research projects.

 — Graham Burnside in the Chair introduced 
the final part of the meeting by summarising 
briefly the current inter-faith finance project 
taking place between the UKIFC and the 
Church of Scotland, seeking to agree a 
framework of shared values in the area of 
finance and economics and to move on from 
that to develop a practical financial product 
reflecting these values. This then led into 
a final presentation from Martin Palmer, 
the Secretary General of The Alliance of 
Religions and Conservation (ARC), which 
works with all of the major faiths. Martin 

emphasised that the ARC’s work was not 
about inter-faith dialogue as such, but 
rather bringing the diverse faith groups 
together to work on non-religious issues, 
particularly on investment and environmental 
matters. Over 75% of faith groups now 
have negative screening processes in place 
but until very recently almost none had any 
positive investment policies. The ARC was 
now working to create a ‘Faith Consistent 
Investment Alliance’ to encourage and 
develop moves in this direction. Another 
important recent development is that the 
ARC and its associated faith groups are 
working with the UN on promoting its 
Sustainable Development Goals.

Over the next 25 years, US$32 trillion will pass 
from one generation to another and investment 
decisions are a way for millennials to express 
their social, political, and environmental values.

86% of millennials are interested in sustainable 
investment and are twice as likely to invest 
in companies / funds that target social or 
environmental outcomes.

Over 75% of faith groups have negative screening 
processes in place but until very recently almost 
none had any positive investment policies.
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Government and the Financial Services Sector – Working 
Together for Stronger, Sustainable and Inclusive Economies

Host – Baillie Gifford 

 — The focus for the meeting was government policy 
– principally in Scotland but with an intriguing 
opportunity to compare and contrast the approach being 
taken in Ireland.

 — The first speaker was Karen Rodger, who is the Scottish 
Government’s policy lead in the areas of financial 
services and fintech. Karen began by emphasising 
that the Scottish Government very much saw its 
relationship with the financial sector in terms of a 
partnership. The overall target is inclusive growth, i.e. 
creating opportunities for increased national prosperity 
which will be distributed fairly. At the heart of the 
Government’s route to achieving this is the ‘National 
Performance Framework’, which explicitly aligns all 
Government policies and initiatives with the UN SDGs.

 — Examples of specific initiatives include the 
establishment of the Scottish National Investment 
Bank (SNIB), in which the Government is committed 
to investing £2bn over the next 10 years, aiming to 
leverage further capital from the private sector, and the 
Financial Services Advisory Board, set up in 2005 as a 
public-private collaboration and which now includes in 
its strategy the ‘National Partnership for Social Impact’. 

Most recently the Scottish Government has also 
established ‘Fintech Scotland’, with the ambitious aim 
of making Scotland one of the global top five centres 
for fintech (it currently ranks 15th).

 — Finally, Karen reminded the group that the Government 
had demonstrated support for its work in providing 
the initial funding for the Ethical Finance Hub, now 
established within the Edinburgh Business School at 
Heriot-Watt University.

 — The second presentation was given by Stephen Nolan, 
the CEO of Sustainable Nation Ireland (SNI). SNI 
had come about in partnership between the public 
and private sectors as a tool towards sustainable 
development. Its overall aim is to position Ireland as a 
hub for sustainable finance, while working to attract co-
investors in the move towards a decarbonised economy, 
which to achieve by 2030 it is estimated will require 
€50bn. Later this year the Irish Government would be 
launching its ‘National Development Plan for Ireland’, 
to which it was committing €22bn. The current overall 
size of the ‘green finance’ market in Ireland was 
estimated at €28bn, including infrastructure and other 
investment funds, equities and green bonds. 
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Scottish Government investing £2 billion over 10 years  
into Scottish National Investment Bank – a public body  
with mission-based approach to investment.

Between 2021 and 2030 Europe requires €177 billion in 
additional yearly investment notably in clean energy to keep 
the increase in global temperature to well below 2 degrees.

 — An exciting new development was SNI’s role in 
establishing and running a new European project to 
bring together 30+ centres for sustainable finance. 
Edinburgh has been chosen by the initial group as the 
first city to engage with, on account of its role in the 
development of both sustainable investment policies 
and carbon reduction strategies.

 — A number of question and comments came from the 
floor, including an extended discussion on financial 
education and how best to engender the necessary 
skills in the financial workforce, on which Karen 
Rodger raised the possibility of developing specialised 
financial apprenticeships. Stephen Nolan made the 
point that the major changes that decarbonisation 
entailed would inevitably produce winners and losers 
and that governments had to be alert to addressing 
the consequences. Professor Andy Kerr of Edinburgh 
University raised the interesting issue of how to develop 
better overall frameworks for city development, as 
opposed to simply proceeding by way of individual 
infrastructure projects. Stephen Nolan pointed to the 
Irish Strategic Investment Fund as having some success 
in this area while Karen indicated she saw SNIB as 
playing a part in improving the Scottish picture.

 — The meeting concluded with an update from Omar 
Shaikh on forthcoming events of interest, including the 
‘Faith in Finance’ conference scheduled to take place in 
Edinburgh in October. He also introduced Jamie Ervin, 
visiting from the UN’s Development Programme, who 
gave a brief introduction to their work and the current 
exploration of a possible partnership between their team 
and the Ethical Finance Hub.
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OCT 2018

The Role of Blended Finance  
for the SDGs

Host – Scottish Government

The 17th Edinburgh Ethical Finance 
Round Table, hosted Ivan McKee the 
Minister for Trade, Investment and 
Innovation at the Scottish Parliament, 
formed part of a week of ethical finance 
events that was anchored by the 2 day 
Ethical Finance 2018 conference. 

The topic for the meeting was the 
implementation of the United Nations 
Sustainable Development Goals (SDGs) 
and the role of ‘Blended Finance’ in 
achieving this. The first speaker was 
Gail Hurley, a Senior Advisor on 
Development Finance with the United 
Nations Development Programme 
(UNDP), which provides analysis of 
development needs and funding gaps as 
well as supplying support to individual 
countries. 

While it is commonly stated that in 
order to implement the SDGs by the 
target date of 2030 an annual spend of 
$2.5 trillion will be required this may in 
fact be understated. With development 
aid and domestic facilities insufficient 
to achieve this, private capital is seen 
as essential and hence the development 
of the concept of ‘Blended Finance’, 
i.e. mobilising development and 
philanthropic capital alongside private 
investment resources.

Blended finance is emerging in ‘middle 
income’ economies, notably in sub-
Saharan Africa, the Caribbean and 
the Middle East, where the principal 
focus of investment is in infrastructure, 
renewable energy and agriculture. 
While Blended Finance is expected to 
continue to expand it faces significant 
problems – limited capacity in individual 
governments, limited take-up within poor 
countries, the complexity of the financial 
structures involved and the affordability 
of alternative and more straightforward 
sources of funding (notably from China).

Gail concluded her presentation with an 
example of a recent successful project – 
the world’s first Tobacco Control Bond, 
helping farmers in Sri Lanka and Zambia 
to transition to other crops.

The second presentation was given 
by Maria Teresa Zappia, the Chief 
Investment Officer of BlueOrchard, 
a leading global impact investment 
manager based in Geneva, which had 
itself been established as a result of a 
UN initiative. Maria explained that while 
BlueOrchard had initially specialised in 
microfinance projects this had expanded 
into Blended Finance vehicles (9 
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funds with 5 in current operation). It 
was estimated that up to 2017 $100 
billion of Blended Finance had been 
mobilised. In their experience Blended 
Finance investment vehicles require 
to be carefully structured with the 
‘waterfall’ of preferences reflecting 
the needs of different investors and 
with the public investment always 
taking the ‘first risk’ slice. In practice 
however, structuring the vehicles 
to meet the exact needs of varying 
investors presented many challenges.

A wide-ranging discussion then 
followed, the first question arising 
being the extent to which capital can 
be leveraged by these techniques. 
Gail Hurley indicated that, in broad 
terms, public funding currently 
generates a private capital multiple of 
around 2.5. In response to a further 
question, Maria Teresa Zappia advised 
that while their Blended Finance 

vehicles were effectively regulated 
via BlueOrchard’s registration in 
Switzerland and Luxembourg they 
were not listed or rated. The difficulty 
of incorporating assets from the 
poorest countries in ‘frontier markets’ 
with very little financial infrastructure 
were also discussed. 

The meeting concluded with a brief 
outline from Jamison Ervin, also 
of the UNDP, of the new two year 
partnership programme between 
the UNDP, the Ethical Finance 
Hub, FaithInvest and Heriot-Watt 
University seeking to develop a 
pipeline of investable nature-based 
projects in developing economies, 
and in particular seeking to find ways 
of bridging the financial gap between 
the size of the individual projects 
involved and the requirements of the 
professional investment market. 

— In order to implement the SDGs by  
 the target date of 2030 an annual  
 spend of $2.5 trillion will be   
 required this may in fact be  
 understated.

— Blended Finance’ is about   
 mobilising development and  
 philanthropic capital alongside  
 private investment resources.

— It is estimated that up to 2017  
 around $100 billion of blended  
 finance had been mobilised.

— Public funding currently generates  
 a private capital multiple of around  
 2.5.

— Blended finance is emerging in  
 ‘middle income’ economies,  
 notably in sub-Saharan Africa, the  
 Caribbean and the Middle East.

— BlueOrchard has 9 blended finance  
 funds (5 in current operation).
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18
ROUND TABLE

FEB 2019

Ethical Finance Approaches in the 
Debt Capital Markets

Host – Baillie Gifford

Entitled ‘Ethical Finance Approaches in the Debt Capital 
Markets’, the round table covered market developments 
in the climate-aligned bonds market along with innovative 
trends in ESG and SDG bonds.

Graham Smith (Director – Sustainable Finance Unit – Global 
Banking, HSBC) started by highlighting HSBC’s strategy to 
deploy $100bn in sustainable financing (i.e. bonds, loans and 
investments) that delivers positive returns.

The green agenda is being driven by regulation where some 
governments are taking measures that encourage responsible 
lending in the private sector. The Paris Agreement, which set 
out national contribution guidelines in the form of NDCs, 
prompted legislation such as the Clean Air Act in the UK.

In March 2018 the Green Loan Principles were published. 
Graham explained that this important development, with a 
similar rationale to the Green Bond Principles, applies to 
broader sections of business and society and has now become 
the ‘gold standard’ for green loans. Banks can now offer 
products that they understand.

Graham explained the emergence of products (such as green, 
social, sustainability bonds and loans to transition loans) and 
that the Loan Association is likely to provide a much-needed 
definition for ESG loans. As well as With PR benefits there 
are no financial penalties for investing in ESG products 
although green bonds still prove costly for issuers.

HSBC launched the world’s first bond that directly supports 
the SDGs and the Paris Agreement. The US$1 billion raised 
through the bond finances projects that benefit communities 
and the environment, including hospitals, schools, small-
scale renewable power plants and public rail systems.
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Caspar Cook (Head of Analysis, 
Cameron Hume) then outlined 
Cameron Hume’s client-led 
approach to ESG, which focuses on 
a combination of values-based and 
returns-based strategies, and how this 
has evolved to successfully grow the 
Global Fixed Income ESG Fund.

Cameron Hume, an active fixed 
income specialist, is a signatory to 
UN PRI. Caspar started by explaining 
the considerations of applying an 
ESG approach to fixed income, which 
differs from its integration into equity 
investments. There remains a lot 
of confusion as to the definition of 
ESG so Cameron Hume has divided 
its approaches into two categories: 
returns-driven (ESG factors that are 
material to performance) vs values-
driven (implement ethical social and 
environmental objectives of different 
investors). Cameron Hume focuses 
on returns-driven investment and only 
practices values-driven investing in 
segregated accounts that mandate it.

Caspar believes that ESG is a good 
risk indicator and cited the example  
of PG&E, a prolific bond issuer known 
as the cleanest provider of energy in 
USA. Carbon conscious investors 
would have found this an interesting 
play but they filed for bankruptcy 
following their link to the California 
wild fires. ESG analysis, using MSCI, 
would have highlighted risks relating 
to its poor land use and diversification 
thereby discouraging investment.

Equifax, the biggest US credit scoring 
company, had a substantial data breach 
recently that severely impacted its 
shares and bonds. MSCI had ranked 

Equifax 1 out of 10 in data security 
and flagged this as a material risk. 
These factors do not typically appear 
in annual accounts or financial ratios 
that many investors focus on.

ESG factors help investors focus 
on neglected risk that leads to more 
sustainable long-term investing. 
Cameron Hume’s Global Fixed 
Income ESG Fund uses responsible 
investing to bring ESG factors in to 
the investment process tilted towards 
higher ESG rated companies.

Following the formal presentations 
a lively and lively question and 
answer session followed with 
discussions covering sovereign bonds, 
declassification of green bonds, ESG 
policies and performance, fiduciary 
duty, transition risk and data challenges.

—  The climate-aligned bonds market  
is valued at $1.45 trillion.

—  HSBC has a global strategy to 
deploy $100bn in sustainable 
financing and investment by 2025.

—  Regulations such as Task Force 
on Climate Related Financial 
Disclosure) are driving the 
development of the market, leading 
to change at the commercial level.

— The Green Loan Principles were 
published in 2018 and are expected 
to become the ‘gold standard’ for 
green loans.

— Cameron Hume has divided 
its investment approach into 
two categories: returns-driven 
(ESG factors that are material to 
performance) vs values-driven 
(implement ethical social and 
environmental objectives of  
different investors).
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 — The 19th Round Table discussion continued 
the series of topics on the social impact 
sector and focused on recent developments 
in social impact investment and philanthropy. 
The underlying theme of the discussion 
was to understand how these can form part 
of blended finance supporting partnerships 
between investors and the public and third 
sectors addressing specific social needs.

 — Jonathan Flory (Director, Social Finance) 
started off by discussing the concept of social 
investment in the wider context of impact 
investing. Founded in 2007, Social Finance is 
a non-profit organisation working in the social 
impact arena, famously known for developing 
the first Social Impact Bond (SIB) in the UK. 
While the market for social investment is 
fluid, it forms part of a growing market of 
nearly USD 228 billion in impact assets and  
a larger movement in which governments, 
corporations, fund managers, investors and 
individuals are increasingly focusing their 
attention on achieving positive social outcomes 
by means of their investments. While social 

investment means different things to different 
people, unlike other investment approaches it 
focuses on addressing pressing social issues. 
As a UK term, it describes investments that 
intentionally target specific social objectives 
along with a financial return and measure the 
achievement of both.

 — While the Public Services (Social Value) 
Act 2012 clearly signalled the importance 
of social value in public procurement, a 
range of motivations continue to exist on the 
investor side. While international investment 
giants such as UBS support the ‘doing well 
by doing good’ theory of impact investing, 
suggesting that financial returns do not have 
to be traded off against social objectives, 
they also recognise the need for softer, 
philanthropic capital. Given the spectrum 
of investors’ expectations, it is essential 
to align the interests of organisations with 
expectations of investors, but in many cases 
for a partnership to work there is a need for 
some element of soft capital in the overall 
funding structure.

19
ROUND TABLE

JUNE 2019

Innovations in Social and Blended Finance

Host – Baillie Gifford (at the Sheraton Hotel)
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 — Partnerships can play an important role in scaling up 
impact. A good example of this is the Positive Families 
Partnership, a London-based programme seeking to 
divert adolescents from entering the care system.  
The partnership brings together central government, 
local authorities, funders, and programme delivery 
partners. It applies the blended finance model and 
mixes grant and investment funding. Following a 
successful pilot by Essex County Council, the 
partnership model has been adopted by five other 
boroughs in London and now looks likely to be 
expanded to include all London boroughs.

 — The key challenge is putting the partnership together. 
For partnerships and blended finance to work, there 
must be a place where funders feel safe to partner. 
Potential solutions include building a new brand for the 
partnership, forming a joint venture or an innovative 
funding structure. The latter is particularly effective  
in bringing together investors with different financial 
needs and social objectives as the funding is often 
structured in tiers. An example is the Arts Impact Fund 
blending public, private and charitable funding in 
which the junior tier with first loss is provided by  
the Arts Council.

 — Social Finance is optimistic about future developments 
in social investment. It sees a lot of potential in 
improving financial inclusion by expanding affordable 
credit and social housing. In terms of partnership 
structures, more cross-developmental cooperation is  
on the way with funds pooled from separate budgets. 
There is a clear trend in themed funding, in which 
partners group around themes, which gives the 
partnership a clear focus.

 — Jonathan’s presentation was followed by a talk by 
Kenneth Ferguson, the Director of the Robertson Trust, 
and Christine Walker, their Head of Social Impact,  
who presented their innovative model of a public-third 
sector partnership. The Robertson Trust is a well-
established organisation in Scotland with a 6o-year 
history of improving social outcomes for individuals 
and communities. It operates by means of providing 
grants to other charitable bodies and over the course  
of its history has awarded £250m to 467 organisations.

 — Back in 2012, the Robertson trust wrestled with the 
issues of sustainability and scalability of the impactful 
work charities were delivering. There were very few 
innovative financing models in Scotland. The Scottish 
government’s attempt to set up public-private 
partnerships (PPP) contained no obligation on the 
public sector to sustain a project while the Robertson 
Trust believed in the need for systemic change and 
moving away from high cost reactive services towards 
lower cost preventative models. They were eager to 
develop models that would expand impact to the 
national scale, achieving systems change on the one 
hand, and providing charities with much needed 
long-term funding on the other.
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 — Their Social Bridging Finance 
concept aims to support this 
through the development of a 
contract with the public sector. The 
model has elements of both SIBs 
and PPPs, but is grant-funded. 
It is used to sustain projects 
that have already proved their 
effectiveness. The strength of its 
programme is its simplicity. The 
standard contract is only 10 pages 
long and contains a maximum 
of 3 success criteria. The crucial 
part of the process is defining 
the success criteria and making 
sure they are clear, measurable 
and meaningful. The success 
criteria are assessed at the outset 
by a third sector organisation in 
consultation with the public sector 
body, which creates a dynamic 
discussion between the two sides. 

The local authorities, in turn, 
are well-positioned to identify 
potential savings from an early 
intervention. Once the contract is 
signed, the Robertson Trust then 
fund the demonstration period, 
which usually lasts around 2 years. 
If the success criteria are met, the 
public body ensures the continuity 
of funding thereafter. This gives 
the charity the certainty of stable 
funding and for the public body 
it de-risks change. If the project 
is not successful, there is no 
obligation on anyone to pay back 
the funds. This way the Robertson 
Trust assumes the financial risk by 
providing the bridging finance to 
facilitate the switch to a low cost 
preventative model.

 — An example of the model is MCR 
Pathways, one of Scotland’s 
biggest PPP agreements, which 
aims to widen opportunities for 
Glasgow’s most disadvantaged 
young people by offering a school-
based mentoring and employability 
programme. The Robertson Trust 
initially supported the project by 
funding the demonstration period, 
but the premature success of the 
programme allowed it to expand 
quickly to include 200 schools 
across Scotland. Importantly, the 
model has brought in systemic 
change. “This model has allowed 
us to create a new approach which 
is now business as usual”, said 
Maureen McKenna, Executive 
Director of Education Services, 
Glasgow City Council.
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Social Finance’s innovations, including the Social Impact 
Bond model, have mobilised more than £500 million globally 
since 2007

Social investments intentionally target specific social 
objectives along with a financial return and measure the 
achievement of both

Social investment forms part of a growing market of nearly 
USD 228 billion in impact assets

In the last 60 years The Robertson Trust has awarded 
£250m in grants to 467 organisations focused on improving 
social outcomes for individuals and communities

Social bridging finance is a model being tested to move 
away from high cost reactive services towards lower cost 
preventative models

 — A lively question and answer session followed, in 
which participants shared their impressions of the 
results achieved by the Robertson Trust. It is 
important to have an organisation which takes the 
initiative and brokers the connection between the 
third sector and public bodies. There was a shared 
concern that some investors in the impact investment 
landscape have high expectations in terms of the 
financial return, which was thought to be 
inappropriate in the context of funding public 
services. It is believed to be of the reasons why the 
SIB model was not fully embraced in Scotland due to 
some of the ethical considerations involved. Jonathan 
stressed that social impact requires thinking about 
how to support vulnerable groups of people. Impact 
investing is about creating value as opposed to 
extracting value, and it does not always imply 
cashable savings; rather is about spending money 
better and in a more productive way.

 — However, given the genuine interest among 
mainstream banks increasingly seeking to put money 
where it is most impactful, how can we capitalise 
on institutional capital in attaining compliance with 
the SDGs? Kenneth believes that achieving scale is 
not possible for any one organisation and there is 
a spectrum, in which every organisation involved 
can contribute in its unique way. The Robertson 
Trust currently assumes the ‘risk bit’ and their role 
is to participate in the early stages of a project to 
demonstrate its effectiveness while capital markets 
can bring the project to scale. For the model to 
work, though, there should be more discussion about 
making sure philanthropic funds are available.

 — While both organisations attempt to scale impact, 
there are some differences in their approaches.  
While the Robertson Trust suggests that scale should 
be achieved in cooperation with the public sector, 
Social Finance aims to do so by bringing in new 
capital and new players. However, both organisations 
continue to share common aspirations to achieve 
social change and there are already some early 
examples of their models converging.
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 — In a change to the usual format this session, 
once again hosted by Baillie Gifford, 
comprised of two keynote interviews which 
provided reflections (from the investment 
and banking sector) on the evolution of the 
ethical finance market and how the market 
will adapt to on-going political, economic, 
social and environmental uncertainty.

 — The interviews were conducted by GEFI 
Senior Consultant Gail Hurley who has 
recently completed 10 years with the UN  
in New York as a Senior Advisor.

 — Gail framed the session within the context 
of growing interest in driving a fairer, more 
sustainable financial system and the fact that 
2020 will be a significant year for climate 
issues in Scotland as it welcomes the world 
to Glasgow for COP26, the UN climate 
conference.

 — Andrew Cave, Head of Governance and 
Sustainability at Baillie Gifford, was first 
up and he argued that ethical investing has 
moved from niche to mainstream. While 
in the past companies would not put their 
best people and resources into it, today 
the situation is changing. According to 
Andrew the overall direction is positive and 
there is a lot of interest from institutional 
investors. Continuing challenges include: the 
complications in defining a positive impact 
(as the market is still in its early days) and 
the intractable debate over what constitutes 
positive social impact.

 — Andrew offered some fairly candid views on 
confusion around terminology highlighting 
the fundamental difference between ESG, 
which factors issues such as climate risk, data 
privacy issues and regulation into existing 

20
ROUND TABLE

DEC 2019

Ethical Finance Market Update – Keynote Interviews

Host – Baillie Gifford
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investment paradigms, and responsible investing, 
which is more directive and it aims to reach a particular 
outcome. It was suggested that clear rules need to be 
designed to avoid a risk of diverting money away from 
those who can make a positive contribution. Another 
challenge mentioned by Andrew was the lack of quality 
data on complex value chains. A full view of impact 
requires improvements in disclosure and standardisation 
of data, which enables more sophisticated discussions 
about potential transformations in transportation and 
production systems.

 — Thom Kenrick, from the RBS Sustainable Banking 
team, was next in line to be interviewed by Gail. 
Unsurprisingly, Thom began by highlighting the 
major changes that have taken place in the banking 
sector in recent years and how this has driven RBS’s 
journey of reform and restructure. The financial crisis 
fundamentally changed regulation as banks were placed 
under greater scrutiny by both regulators and wider 
stakeholders. Thom described the growing interest in 
ethical finance from RBS customers but pointed out 
that many still struggle with the lack of consistency 
in terminology and approaches. In relation to social 
finance Thom suggested that this means financial 
inclusion to one, diversity to another and divesting from 
a power station to someone else. Unlike environmental 
impact, there is not a right or wrong answer as so many 
different aspects of social life have no scientific base.

 — Thom felt that while international standards may help 
in providing consistency, he pointed out that while 
PRI (2005) and TCFD (2015) have been around for 
a number of years few signatories are genuinely 
delivering to the required standard. That said, according 
to Thom, the situation is changing as customers, 
investors and the public are increasingly scrutinising 
firms so whilst such standards are voluntary, the 
consequences of not following them risks deterring 
prospective/existing customers and investors.

 — Despite the challenges outlined throughout the session 
the discussion ended on a positive note. Younger 
generations are more conscious, and their demand 
is expected to drive ethical finance in the long term. 
Change takes time and previous developments in 
ethical finance, whether successful or not, will have 
played a part in shifting mind-sets and practices. 
Although nothing is yet set in stone leading market 
players, such as big Baillie Gifford and RBS, have 
established dedicated teams, products and services to 
raise awareness and drive finance for positive change.

Ethical investing has moved from niche to mainstream

Challenges include defining positive impact what 
constitutes positive social impact

A full view of impact requires improvements in disclosure 
and standardisation of data

Growing interest in ethical finance from RBS customers 
but many still struggle with the lack of consistency in 
terminology and approaches

While international frameworks are providing consistency 
few signatories are genuinely delivering to the required 
standard

Younger generations are more conscious, and their demand 
is expected to drive ethical finance in the long term
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 — Following a short welcome, Omar Shaikh, 
GEFI Managing Director outlined GEFI’s 
plans for 2020

 — This was followed by short presentations 
from Jonathan Taylor, former Vice President 
of the European Investment Bank for 
Environment and Climate Action, and 
Gary Lapthorn, Head of Sustainability & 
Responsible Business, Commercial Banking 
at Lloyds Banking Group.

 — Jonathan Taylor outlined the history of 
climate change action, through initial 
scientific warnings, to the establishment of 
the United Nations Framework Convention 
on Climate Change (UNFCCC) at the 
Earth Summit in Rio in 1992, and the first 
landmark international treaty agreed at 
COP3 in Kyoto (1997). Experts from the 
International Panel on Climate Change 
(IPCC) then warned that, despite the Kyoto 
Protocol, global warming was still set to 
worsen, leading to the all countries agreeing 
at COP21 in Paris (2015) to a global 
framework designed to avoid dangerous 
climate change by limiting global warming to 
well below 2°C and pursuing efforts to limit 
it to 1.5°C.

 — Coming 5 years after COP21 and the Paris 
Agreement, COP26 in Glasgow event offers 
an opportunity to take stock of progress 
since Paris and update the Agreement where 
necessary. In particular, countries will present 
their plans and progress beyond current 
declared intentions, which IPCC calculate 
will lead to 2.6°C – 3.2°C temperature rises.

 — More attention than ever is focused on 
the role financial services can play in the 
fight against climate change, acting as an 
enabler and transition mechanism for policy, 
risk management and liquidity. There has 

been optimism around the UK’s leadership 
on climate-related regulation in finance, 
particularly through the Bank of England’s 
Taskforce on Climate-related Finance 
Disclosures (TCFD). Ensuring Glasgow 
is a success will require the right template 
to be in place for all parties to work and 
agree upon, and this can only happen with 
significant bilateral diplomatic efforts. 
The Global Commission on the Economy 
and Climate calculates that, while a lack 
of progress poses huge risks to the world 
economy, bold climate action could deliver 
at least $26 trillion in economic benefits 
through 2030.

 — Gary Lapthorn next outlined Lloyds Banking 
Group’s commitment to supporting the UK’s 
transition to a low-carbon economy through 
leadership in financing sustainability in 
businesses, homes, vehicle fleets, pensions, 
insurance and green bonds. One issue 
found at Lloyds was lack of knowledge 
and education. Many experienced financial 
professionals are keen to act and support the 
transition, but lack confidence in their ability 
to lead on environmental issues. To address 
this, Lloyds partnered with the Cambridge 
Institute for Sustainability Leadership to 
provide training.

 — Lloyds is making concrete commitments in 
terms of both its own operating emissions 
and those associated with its loan book.  
It has pledged to halve emissions associated 
with its loan book by 2030 and to cut 
operating emissions by 60% over the 
same timeframe and is currently ahead of 
schedule. It has also pledged to move to its 
energy consumption to being 100% derived 
from renewables and its vehicle fleet to 
100% electric. In addition, Lloyds provides 

21
ROUND TABLE

FEB 2020

Path to COP26 – Financing a Green Future

Host – Baillie Gifford
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financing for a number of environmentally 
beneficial projects, such as £273m of direct 
funding for the worlds biggest offshore 
windfarm, Hornsea Project One.

 — The presentations from the two speakers were 
followed by a lively audience discussion, 
in which participants and speakers explored 
the practicalities of combatting emissions 
through finance. The discussion centred on:

 — The extent to which financial institutions 
are making explicit trade-offs between 
profit and purpose – Lloyds are willing 
to accept slightly lower returns when 
companies agree to do the right thing

 — Whether looser capital requirements can 
be used to encourage climate-related 
lending

 — The role of innovation, and specifically 
financial innovation, in addressing 
environmental challenges

 — Executive renumeration, and the extent 
to which commitments are enshrined in 
incentives for decision-makers

 — Whether moves towards sustainability are 
making financial services an attractive 
career for graduates again, moving on 
from the “lost decade” experienced after 
the global financial crisis

COP26 in Glasgow offers an opportunity for countries to 
present their plans and progress beyond current declared 
intentions, which IPCC calculate will lead to 2.6°C–3.2°C 
temperature rises

The Global Commission on the Economy and Climate 
calculates that bold climate action could deliver at least $26 
trillion in economic benefits through 2030

Lloyds Banking Group has pledged to halve emissions 
associated with its loan book by 2030 and to cut operating 
emissions by 60% over the same timeframe and is currently 
ahead of schedule

Lloyds Banking Group has also pledged to move to 
its energy consumption to being 100% derived from 
renewables and its vehicle fleet to 100% electric

In addition, Lloyds Banking Group is providing financing 
for a number of environmentally beneficial projects, such 
as £273m of direct funding for the world’s biggest offshore 
windfarm, Hornsea Project One
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 — The first speaker was Dean Hand, Research 
Director at The Global Impact Investing 
Network (GIIN). Presenting from New York, 
Dean introduced GIIN’s 2020 annual Impact 
Investor Survey report, which places the 
impact investing market size at roughly $715 
bn. She focused on two key findings of GIIN’s 
research:

 — The first was that whilst impact management 
and measures (IMM) practices have matured, 
opportunities remain for further refinement. 
Respondents to the survey highlighted 
substantial progress in research and the 
sophistication of IMM over the last decade. 
By far the biggest concern over the next five 
years, was the threat of “impact washing”. 
Almost all investors target social impacts 
(96%) and 60% targeted both social and 
environmental, which, Dean suggested, 

22
ROUND TABLE

AUG 2020

Impact Investing – Can it save capitalism? 

Host – Virtual

The 24th Ethical Finance Round Table was hosted virtually on Wednesday 26th August 2020. 
Before introducing the session, GEFI Global Steering Group member and event chair Graham 
Burnside reminded us of the opportunities the virtual round tables have provided us, with the 
speakers taking part from three different countries.

Entitled ‘Impact Investing – Can it Save Capitalism?’, the session considered the role of impact 
investing as we shift from ‘shareholder capitalism’ towards ‘stakeholder capitalism’. Impact 
investing is an exciting and rapidly growing industry powered by 1,300+ investors (such as asset 
managers, foundations, banks, development finance institutions, family offices, pension funds and 
insurance companies) who are determined to generate social and environmental impact as well as 
financial returns. This is taking place all over the world, and across all asset classes.

demonstrates how interrelated the two are for 
market investors. The most common SDG 
targeted was found to be SDG 8 (‘decent 
work and economic growth’) followed 
closely by SDG 1 (‘no poverty’). A number 
of frameworks to measure and manage 
impact have emerged in response to the 
growing interest in impact investing. 89% of 
respondents now use external frameworks, 
with the UN SDGs the most popular. This 
could go some way to address the issue of 
impact washing.

 — The second key finding Dean covered, was 
that impact investors hold a positive outlook 
for the future, despite the headwinds. 99% 
reported that their impact was in line with 
or outperformed expectations and 88% also 
highlighted that this was also true of financial 
performance. Although many expect a 

Dean Hand Amy Clarke Azman Mokhtar

Speakers
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financial underperformance as a result of the COVID-19 
pandemic, 18% felt that their impact performance will 
still exceed expectations. The majority plan to maintain 
their capital commitment plans for 2020.

 — The next speaker was Tribe Impact Capital’s Amy 
Clarke. Amy started by posing the question as to whether 
we should save capitalism and whether it was the right 
tool for the challenges ahead? She positioned inequality 
and inequity as unintended consequences of the current 
financial system and, argued that while impact investing 
is part of the required system upgrade, it is not the whole 
solution.

 — Amy gave examples of several trends she has observed 
in the impact investing sector. The Make My Money 
Matter campaign was offered as an example of citizen 
empowerment where consumers are provided with 
the knowledge and tools to demand to better influence 
where their pensions are invested. According to Amy 
changing human capital is coming in the finance sector 
and the focus on increasing diversity and inclusion will 
ensure that financial institutions better represent the 
societies they serve. One thought that Amy felt would be 
controversial was that GDP should be laid to rest with 
real measures emerging as an alternative. Some cities 
are already transforming using Kate Raworth’s doughnut 
economy model. Amy concluded with a question around 
whether capitalism can survive the wave of change 
coming, or will it emerge as something different?

 — The third and final presenter, Azman Mokhtar, was 
speaking from Malaysia and offered his experiences of 
delivering true value in the wake of the Asian financial 
crisis. Azman began working at Khazanah Nasional in 
2004, developing an investment style called ‘Building 
True Value’, delivering through financial, economic, and 
societal returns.

 — The project ran from 2004 to 2018, with the portfolio 
increasing in value 3.5 times, despite no inflow of funds. 
It also saw economic returns through job creation, 
transformation of strategic companies and knowledge 
development. Societal returns were improvements 
in education, poverty alleviation and reskilling. One 

GIIN’s 2020 annual Impact Investor Survey report places the 
impact investing market size at roughly $715 billion

According to GIIN the biggest concern over the next five 
years is the threat of “impact washing”

Almost all investors target social impacts (96%) and 60% 
targeted both social and environmental according to GIIN

Although many expect a financial underperformance as a 
result of the COVID-19 pandemic, 18% felt that their impact 
performance will still exceed expectations

Inequality and inequity are unintended consequences of the 
current financial system and while impact investing is part of 
the required system upgrade it is not the whole solution

The ‘Building True Value’ approach in Malaysia saw the 
portfolio increase in value by 3.5 times, between 2004 to 
2018, despite no inflow of funds

example of the project’s work given by Azman was 
after the restructuring of Malaysia Airlines following 
two high-profile air disasters. The restructure meant 
laying off 6,000 employees and through the project, 
$50m was invested in a reskilling centre for those no 
longer working. To conclude, Azman felt that the project 
demonstrated that it is possible to deliver ‘true value’ 
over long periods of time.

 — The project ran from 2004 to 2018, with the portfolio 
increasing in value 3.5 times, despite no inflow of funds. 
It also saw economic returns through job creation, 
transformation of strategic companies and knowledge 
development. Societal returns were improvements 
in education, poverty alleviation and reskilling. One 
example of the project’s work given by Azman was 
after the restructuring of Malaysia Airlines following 
two high-profile air disasters. The restructure meant 
laying off 6,000 employees and through the project, 
$50m was invested in a reskilling centre for those no 
longer working. To conclude, Azman felt that the project 
demonstrated that it is possible to deliver ‘true value’ 
over long periods of time.
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OVERVIEW OF ATTENDEES

The Edinburgh Ethical Finance Round Table Series has attracted over seventy 
organisations from financial services, public sector, faith groups, academia  
and the third sector. A selection of those organisations is provided below:
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EDINBURGH FINANCE DECLARATION

As part of this project over 300 finance practitioners, 
theologians, religious leaders, parliamentarians and 
academics were directly engaged to help identify and 
crystalise the shared values that were launched in October 
2018 as the Edinburgh Finance Declaration.

43

INTERFAITH ROUND TABLE

Hosted by GEFI partner UKIFC in the House of Lords in 
September 2013, with a keynote address by the Archbishop 
of Canterbury, this unique event bought together religious 
scholars and financial practitioners. The presenters shared 
their perspectives on the principles and common values 
underlying ethical finance and the practical challenges 
inherent in trying to follow such. An output of this event, 
as mentioned on page 9, was Church of Scotland and 
UKIFC signing a partnership agreement to co-develop an 
ethical finance solution open to all society, regardless of 
race, religion or ethnic background and based on the shared 
values between the faith traditions.

Shared Values Endorsements
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ABOUT

The Global Ethical Finance Initiative

The Edinburgh Ethical Finance Round Table series, initiated and 
driven by the Islamic Finance Council UK (UKIFC), now forms part of 
the Global Ethical Finance Initiative (GEFI) – a global movement and 
co-ordinated programme of ethical finance projects and activities 
originating from Scotland. GEFI consolidates some of the pioneering 
ethical finance work being undertaken in Scotland under one brand 
to create a compelling global proposition. 

With GEFI’s core objective to convene and host the narrative 
in Edinburgh the EEFRT series, along with the Ethical Finance 
Conference, aims to attract business, political and other leaders 
of society to network, share, co-develop and shape a fairer, more 
sustainable financial system. 

www.globalethicalfinance.org
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Baillie Gifford & Co

Baillie Gifford, founded in Edinburgh in 1908, is one of the UK’s 
largest independent investment management firms and is wholly 
owned by the current partners, 

the people who invest for and look after our clients. We are a global, 
independent investment management firm with $216,369 million* 
under management and advice for a global client base. We manage 
specialist equity, fixed income and multi-asset portfolios for pension 
funds, institutions, charities and retail investors.

All investment decision-makers are based in Edinburgh, Scotland. 
We put our clients’ interests above all else. We are able do this 
because we are an independent partnership and therefore we do 
not have the distraction of outside shareholders, and investment 
management is our core business. This means we are able to focus 
all of our resources on providing excellent investment returns and 
outstanding service for clients.

* Data as at June 30, 2017.
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CONTACT

BAILLIE GIFFORD & CO
 
Calton Square 
1 Greenside Row 
Edinburgh 
EH1 3AN 

Telephone +44 (0) 131 275 2000 
Fax +44 (0) 131 275 3999

Visit: www.bailliegifford.com

GLOBAL ETHICAL FINANCE INITIATIVE

Ethical Finance Hub
Edinburgh Business School
Heriot-Watt University
Riccarton
Edinburgh
EH14 4AS

Email info@globalethicalfinance.org
Telephone +44(0)207 193 6329 

@Finance4Change
#EthicalFinanceRT

Visit: www.ethicalroundtable.org
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