An A to Z
of Impact
Investment

Welcome
Impact investing is a powerful lever for change. Every investment
has an impact on the world and more of us are considering where our
investments (such as pensions) are held and are considering more
sustainable options. In response, hundreds of investment funds with
‘sustainable’ labels are entering the marketplace every year, and
consumer concerns about investing sustainably no longer focus on
returns, but question whether they are as ‘green’ as they say they are.
Overall, greenwash is rife.
These are pivotal reasons why we feel an A to Z of Impact Investing was
needed. We define impact investing as investing to generate a positive,
measurable social and environmental impact alongside a financial
return. However, a confusing array of choice, acronyms, and lack of an
industry-wide definition in the UK of what impact investing is (and what
it isn’t) along with the other ‘sustainable’ labels can overall create a lot
of confusion for those considering where and how to invest.
As a frontrunner in sustainable banking and impact investing, we
wanted to break down the language commonly used into alphabetically
arranged, bite-size chunks. Triodos Investment Management, the
investment arm of Triodos Bank, brings over 30 years’ experience in
impact investing. Investments are carefully selected and ensure that
impact is delivered in line with the seven sustainable transition themes
we have identified, tracking against the United Nations Sustainable
Development Goals. This is a useful way of navigating the world of
impact investments and I hope that you feel inspired by what impact
investing can deliver now, and in the future.
Bevis Watts, Chief Executive of Triodos Bank UK Ltd.

Glossary of terms
This guide is a glossary of the most common terms and acronyms used by Triodos
and the wider ethical/impact investing industry. It also introduces our three impact
investments, highlights some of the experts involved in creating the different funds
and one of our investors shares why she feels impact investing is so powerful.

A
Active stewardship
Investing for impact should be all about active
stewardship. At Triodos this starts from the moment
company analysis begins and develops into a
relationship, including dialogue and voting, throughout
the holding period of the company in Triodos
Investment Management funds and portfolios.
Through collaboration with other investors,
Triodos expands the reach and effectiveness of its
stewardship activities, further contributing to positive
change with the resulting potential for enhanced
financial returns. Triodos invests for positive change
alongside a financial return using strict investment
criteria and a fully integrated investment and
stewardship approach.

Additionality
When investing in designated green or social
bonds, we look for ‘additionality’ which means

we look for impact that is above and beyond what
has already occurred. Many green and social
bond frameworks allow for use of proceeds to (re)
finance existing projects, however we require the
proceeds go to new or additional projects.

Annual Service Charge
A charge that covers the costs of providing an
investment service, including administration.
Triodos Bank UK express it as an annual
percentage which is calculated on a monthly
basis on the value of your holdings on the last
Business Day of the month.

Asset Class
Investment groupings that have similar
characteristics, operate in the same way in the
marketplace and have the same legal processes
and regulation. In the main, there are three:
equities (stocks), fixed income (bonds) and cash.
Private equity and private debt are also asset
classes, though these are not readily accessible
for mainstream investors.

B

C

Benchmark

Capitalisation shares

A standard against which the performance of a
fund can be measured. Benchmarks usually consist
of a general ‘basket’ or group of stocks or bonds.
Performance of these securities are merged together
to offer a single number to compare performance
against. For example, the FTSE 100 is the composite
performance of the UK’s largest 100 listed
companies. However, it’s important to remember
that performance is not a guide to future returns.

Fund shares in which the generation of income by the
fund is not paid out to investors, but is reinvested into
the fund. The income/return still gets allocated to the
investor, but is reinvested instead of straight away
distributed to the investors bank account.

Bonds
Fixed income investments that represent a loan
made by an investor to a borrower that is paid back
(with interest) over a set period. Bonds come in
different forms – corporate or government, and
then others that have pre-defined ‘use of proceeds’,
which in this context are called green or social
bonds (see G for more on green bonds).

Bondholder
An investor who subscribes for and holds bonds.

Charges
These refer to any costs that an investor would
incur through investing in a fund. At Triodos these
are always transparent and carefully explained.

Cumulative performance
This looks at the combined performance of a fund
over set periods of time since its launch. At Triodos
that is usually mapped out over six months, one
year, three years and five years intervals and can
be seen on the website pages of each fund.

D
Deposits
A financial term that describes money being held
in a bank.

Triodos Sterling
Impact Bond Fund
The Fund invests in a range of corporate,
green and social bonds, and bonds issued
by the UK and some European governments
known as gilts, to deliver a positive impact.
Find out more here

Direct impact investments
Making an investment in an organisation or project
with sustainable objectives and goals which delivers
impact. Triodos Bank offers UK investors direct
impact investments via its crowdfunding platform.

Distribution
The payment or ‘income’ from the fund, which is
paid out to an investor.

Diversification
Relating to having a healthy range of different
investments across groupings, sectors and
countries. to create a balanced portfolio (see P).
This helps to spread your overall risk as an investor
so that you reduce the volatility (see V) of your
investments over time.

Dividends
Income paid (usually annually) by a company to its
shareholders. This commonly happens in listed
companies, but at Triodos some of our crowdfunding
offers (direct impact investments) have included
dividend payments from private companies with a
social or environmental purpose.

Domicile
This refers to where the fund is based.

E
Ethical investing
A way of investing using your own ethical principles
to select an investment and filter any that you feel
aren’t suitable.

ESG (Environmental, Social, Governance)
The standard investment criteria used to screen
ethical investments. It is based on the premise that
environmental, social and governance (ESG) issues,
such as climate change and human rights, should be
considered alongside the more traditional financial
investment factors.

Equity
This represents the shareholder stake in a
company. Two Triodos Impact Investment funds
(Global Equities and Pioneer Impact) invest in listed
equity. Equity owners have certain rights such as
voting in Annual General Meetings (AGMs). Equity
investments are generally considered to be riskier
than bond investments, meaning they can also
offer the potential for greater losses or more reward
when investments go well.

EU Taxonomy
This has been designed to help investors to
assess whether investments are meeting robust
environmental standards and are consistent with
high-level policy commitments, such as the 2015
Paris Agreement on Climate Change.

F

Fund Manager

Factsheets
These are provided by Triodos for the Global Equities
and Pioneer Impact Funds to give a concise overview
of each fund. Includes data such as financial return,
domicile and dividend distribution.

Fixed Income
Debt investments, such as bonds, which are paid back
with a fixed interest rate over a specific time period.

Fund
An investment fund is a pool of money from a
variety of investors which is used to buy equity or
bonds in different companies.

The person responsible for the strategy, design
and makeup of the fund and who manages its
performance and composition.

G
GIIN (Global Impact Investing Network)
The global association for impact investing, dedicated
to increasing the sector’s scale and effectiveness
around the world. See more here. The Triodos impact
investment strategy has been designed and operates
in accordance with the core characteristics laid out
by the GIIN. Triodos Investment Management was a
founder of the organisation.

Gilts
A UK government liability (debt) available in
sterling, issued by HM Treasury and listed on the
London Stock Exchange. They are also referred to
as government bonds.

TRIODOS PIONEER
IMPACT FUND EMITTED

74%

LESS GREENHOUSE
GAS EMISSIONS AT YEAR
END 2020

Greenhouse gases
Greenhouse gases trap heat in the Earth’s
atmosphere, which causes climate change. At yearend 2020, Triodos Pioneer Impact Fund’s holdings
emitted 75% less greenhouse gases, used 93% less
water and produced 41% less waste.

Green bonds
Governments in the UK, France, Ireland,
Holland and Belgium and companies
issue green bonds. The sale of the bonds
is designated for specific projects with an
environmental or social benefit.

H
Holistic decisions
The most informed investment decisions are
made when a variety of factors are considered.
For example: this might include querying where
will my money be invested? Who will it be invested
in? How long will that investment be for? What is
the expected return for that investment? How will
that investment be managed and accessed for its
performance and what impact will be delivered?

I
Impact Management and
Measurement (IMM)
A methodology used by leading impact investors
to ensure their impact progress is on track. IMM
usually includes using impact and sustainability
data to steer portfolio decision making.

Global Equities Impact Fund
The Triodos Global Equities Impact Fund
invests in a range of large listed companies
working towards a more sustainable future.
Our approach to impact investing positively
screens for companies that have a positive
impact on society and the environment. We
do that using seven sustainable transition
themes, tracked against the United Nations
Sustainable Development Goals.
Find out more here.

ISA (Individual Savings Account)
A way of saving or investing tax free. You have an
annual allowance, and can find the current years
allowance here There are a variety of ISAs available
from Triodos and you can hold different ISAs
within the annual limit. However, the benefits of
ISAs depend on individual circumstances and may
change in future

Impact investing
There is not an industry standard definition for
impact investing. However, it is widely recognised
that this means investing to generate a positive,
measurable social and environmental impact
alongside a financial return.

Investment
A way of putting a set amount of money ‘to work’
with the end goal to increase it.

J

L

JISA (Junior Individual Savings Account)

Long-term investment

A way of you/your child saving up to £9,000 per
year with tax-free interest. Traditionally there are
two types of JISAs – cash and stocks and shares.
However, Triodos Bank UK only offers a Junior
Cash ISA.

Delivering impact can take time, therefore it’s
worth noting that impact investments should be
regarded for the long term. This could be five to
ten years. They can also go down as well as up in
value and you may not get back the amount you
originally invested.

K
KIID (Key Investor information document)
These documents detail the key facts about the
way a fund works and its investment risks. The
purpose being to help potential investors make
more informed investment decisions. At Triodos we
provide two documents, the KR-Dis and KR-Cap.

KR-Dis and KR- Cap
At Triodos we offer two share classes – the KRDis or KR-Cap. The KR-Dis refers to the income
generated which is transferred to an investor’s
account and the KR-Cap is income generated
which is reinvested into the fund.

Listed companies
This term refers to companies whose shares or
bonds are traded or quoted on a stock exchange,
such as the London Stock Exchange.

M
Minimum Holding Investment
The minimum number of Shares or amount (as
appropriate) which must be held by a Shareholder
at any time after the Initial Offering Period.

Minimum Initial Investment
The minimum number of Shares or amount
(as appropriate) which must be subscribed by
a new Shareholder.

Minimum Investment Requirement(s)
The minimum number of Shares or amount (as
appropriate) which must be subscribed by an
existing Shareholder.

Triodos Junior Cash ISA
Helping your child to save up to £9,000 per
year with tax-free interest, while learning
about ethical banking along the way.
Find out more here.

N

P

NAV (Net Asset Value)

Performance

The NAV is the price per share a fund pays when you
redeem or sell back shares.

Usually expressed as a percentage, performance
measures the total return that an investment fund
provides over a specific period.

Negative screening
Essentially the process of filtering or ‘screening’ out
companies from a set of prospective investments,
based on negative impact on people and planet. For
example, at Triodos we exclude products and services
related to arms, fossil fuels, tobacco, gambling
and animal testing. This is done through a negative
screening process. We also believe that impact
investing should go further and we actively positively
screen companies, see P for more details.

O
Ongoing Charges Figure (OCF)

Triodos Pioneer Impact Fund
This Fund invests in a range of small
and medium-sized stock market listed
companies that are delivering pioneering
solutions to sustainability challenges.
Find out more here.
Photo: Vestas Wind Systems

The ongoing costs of running the funds. The OCF
includes the fund manager’s Annual Management
Charge and other expenses, such as the board of
directors and audit fees. The OCF is expressed as
an annual percentage and at Triodos it is calculated
and deducted from the fund daily.

Portfolio
Refers to a group of investments. If an investor has
more than one investment, then they are classified
as having a portfolio.

Positive inclusion
At Triodos we identify companies that positively
contribute towards a more sustainable future using
seven sustainable transition themes (see S for more
detail) that are tracked against the UN Sustainable
Development Goals. Triodos positively includes
highly impactful companies into the portfolios.

Prospectus
A detailed and comprehensive document produced by
Triodos Investment Management on an annual basis.
This details the company’s investment objectives,
policies and strategy as well as a comprehensive
overview of the individual investment funds.

R

S

Real economy

SDGs (Sustainable Development Goals)

The part of a country’s economy that produces goods
and services that is separate from financial services.

Outlined by the United Nations these are the
blueprint to achieve a better and more sustainable
future for all. They address the global challenges we
face, including those related to poverty, inequality,
climate change, environmental degradation, peace
and justice. The 17 Goals are all interconnected, and
the UN want them to be achieved by 2030. Find out
more here. The Triodos impact investment strategy
is linked to helping achieving the SDGs.

Retail investor
Otherwise known as an individual or ordinary
investor who buys and sells investments.

Risk
Every investment involves an element of risk.
Investing in impact funds is not the same putting
money in a savings account, as your capital is at risk
and you may not get back the full amount that you
invested. The value of investments and the income
gained from them may go down as well as up. Impact
funds should also be considered for the long term,
e.g. five to ten years.

Risk appetite
This is a term that describes the amount of risk an
investor feels comfortable with taking, namely what
is in their risk appetite. This could vary from high,
medium or low risk depending on several factors,
such as length of investment, type of investment
(equity or bonds), amount of impact desired to be
achieved and expected return to be gained.

Shares
A unit of ownership that represents an equal
proportion of a company’s capital.

SFDR (EU Sustainable Finance
Disclosure Regulation)
Is applicable to a range of financial organisations,
including Triodos Investment Management, to help
to increase transparency in how sustainability risks
and opportunities are integrated into investment
decisions. All Triodos funds have sustainable
investments as their objective as set out in an
article 9 of SFDR.

Subscriptions
An agreement to purchase a number of shares
or bonds.

Rosl Veltmeijer, Portfolio
Manager Fixed Income
Rosl has worked for Triodos Investment
Management since 2001 and has extensive
knowledge of sustainable investment. As
the Portfolio Manager for Fixed Income,
which includes the Triodos Sterling Bond
Impact Fund, she helps to identify through
intensive due diligence the right companies
to be included in the fund to deliver the right
level of positive impact.

Sustainable Transition Themes
Triodos take a thematic approach to impact, seeking to build fixed income
portfolios of companies, issuers, and projects that actively address:

1. Sustainable food and agriculture
Companies preserving soil, water systems, nature and biodiversity, or promoting sustainable food
products and healthy diets.

2. Sustainable mobility and infrastructure
Companies offering solutions for sustainable mobility and infrastructure, such as urban mobility,
sustainable buildings and electric vehicles.

3. Renewable resources
Companies providing alternatives to fossil fuels such as renewable energy and sustainable bio-based
alternatives to finite resources, or contributing to efficient water infrastructure.

4. Circular economy
Companies with circular economics principles, including efficient waste management and recycling,
product-as-a-service business models, and eco-efficiency and product-life extensions.

5. Prosperous and healthy people
Companies advancing health solutions, such as medical tech, healthcare, personal hygiene and
fitness, or maintaining health by preserving the environment.

6. Innovation for sustainability
Companies leading sustainable innovation and technology in cybersecurity, telecoms, robotics and IT.

7. Social inclusion and empowerment
Companies providing education, inclusive financial services and access to media and information, plus
companies advancing social inclusion and equality.

Connected SDGs:

Synthetic Risk and Reward
Indicator (SRRI)
A measure of a fund’s historical price volatility and
provides an indication of the risk level of a fund.

Supplementary Information
Document (SID)
This document provides practical information, such
as how to make investments. With Triodos this
includes how to set up a stocks and shares ISA,
charges on the fund and the on-going management
of your investments. It also contains additional
regulatory information on things like changing your
mind, complaints and tax implications.

T
Tax- efficient
Ways of holding investments which offer a tax
benefit, such as an ISA (Independent Savings Account
– see I). Please note the tax benefits of ISAs depend
on personal circumstances and can change.

Top up
Adding to your investments once you have already
invested. With the Triodos Impact Investment Funds,
you can top up your investment from £500.

Triodos Bank UK

Transfer

The UK subsidiary of Triodos Bank NV that
offers impact investments from Triodos
Investment Management.

If you have an ISA with another provider you can transfer
it to the Triodos Stocks & Shares ISA by completing our
transfer form. It’s important to check with the provider
before transferring as there might be penalties or

charges for transferring out. We can transfer the funds
directly between your ISAs and protect your tax-free
ISA status. Do not move funds out of an ISA yourself,
because your money will lose this ISA status.

Transparency
For us impact investing is all about transparency.
At Triodos we offer total transparency about the
companies selected for investment and publish the
actual portfolio of both funds and a justification for
the inclusion of each company.

Triodos Investment Management
Triodos Investment Management is a globally
active impact investor. We see impact investing as
a driving force in the transition to a more inclusive
and sustainable world. Our team has a 30-year track
record in impact investing.

U
Use of proceeds
All bonds are issued with the intention to use the funds
(proceeds). Most bonds are issued as ‘general purpose’
bonds, which means the proceeds can be used for
whatever the issuing organisation needs at the time.
However, other bonds, such as designated green and
social bonds, require a very clear ‘bond framework’,
which lays out exactly what kinds of projects the bond
proceeds can be used to finance. We like investing
in designated green and social bonds because these
offer clarity into exactly what our money will be used
for (for example energy efficiency projects, new
schools and recycling facilities).

V
Volatility

WHEN AGENDA
ITEMS DIDN’T ALIGN
WITH OUR VISION

This measures the degree of change in the price
of an investment over a set period. Low volatility
refers to a price that has stayed fairly consistent,
but a price that changes quickly and regularly is
described as more volatile.

28%
VOTED AGAINST
MANAGEMENT
IN 2020

Voting
As equity investors, Triodos considers voting to be
one of the most important ‘shareholder rights’ that
we have to stimulate change for sustainability. We
get to have a formal say on important corporate
matters for all our portfolio companies. With this,
we can also initiate shareholder resolutions. For
example, we could propose that a company publicly
report on its carbon footprint. Other shareholders
would then get to vote on this ‘resolution’. If other
investors support our proposal, the company would
be required to publicly disclose its carbon footprint.

Voting against management1
In line with our active ownership approach, we
apply strict voting standards on topics related
to remuneration, board independence, tax
transparency, and gender equality, amongst
others, as per our minimum standards. If
companies propose an agenda item that does not
align with our vision on corporate governance or
sustainability, we will vote against management.
1 2020 Impact Report

Y
Yield
Refers to the income an investment earns over time.
It is usually presented as an annual percentage.

Z
Zero carbon emissions
The clean energy generated by the projects Triodos
(co)financed, resulted in 3,300,000 tonnes of avoided
CO2 emissions. Based on our share in these projects,
avoided CO2 emissions amounted to 400,000 tonnes.
Triodos Impact Investment Funds engage with
companies for net zero emissions aligned with the
Science Based Targets initiative. Find out more here.

William de Vries,
Fund Manager, Triodos Sterling
Bond Impact Fund
William has over 28 years’ investment
experience and is a registered DSI and
CEFA (VBA) analyst. He leads the listed
investment department ‘Triodos Impact
Equities and Bonds’, and is the Fund
Manager for the Sterling Bond Impact Fund.
His vast experience and expertise in impact
investing enables him to ensure the fund
is tailored to provide impact and deliver
capital preservation.

Meet Hannah
Trainee accountant Hannah, aged 28 from
Bristol, is just one of many thousands of impact
investors who are choosing to invest in Triodos
Impact Investments Funds.

Why Triodos?
I wanted to see my money supporting causes
and companies that I believe in. I was also keen
to actively avoid investing in companies that
have a negative social or environmental impact.
Investing with Triodos made sense to me
because I get a good return on my investment
and my money is having a positive impact and
reflects my values. I liked the fact that the fund
(Triodos Global Equities Fund) is medium/high
risk (5/7 on the risk/return spectrum), so you get
a good return, but you also invest in companies
doing good. It was easy to do.

How important is it to know
where your money goes, and
what your bank invests in?
Very important. Transparency is crucial
in reassuring me that my money is being
used responsibly.
Seeing the power of the fossil fuel divestment
movement and the fear it put into the industry
really made it hit home how powerful where you
invest can be, then realising that there’s a bank
that allows you to use your money for good, it
was a no brainer to invest with Triodos.

About Triodos Impact
Investment Funds
It’s important to remember that past
performance is not a guide to future returns.
These are long-term investments (five or more
years), as their value can go down as well as
up, so you may not get back the amount you
originally invested. Please be aware investing in
impact funds is not the same as putting money
in a savings account. Currency fluctuations may
affect your investment’s value.

For more information and detail
about how to invest, please visit
www.triodos.co.uk/impact-investments

