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Investors’ goals: what is IFSI? 
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IFSI – ‘Inside out’ ‘Outside in’

Policymaker/third party

Investor

Portfolio

Investees

Factored into 

investment 

decisions, eg 

‘standard’ ESG 

investing

Risk/opportunity or 

potentially neither 
Impact Risk/opportunity

Impact Impact 

Uses any means available 

to influence sustainability 

impact in assessable ways

Investees

Sustainability outcome which is threatened
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Connecting investment goals and 
sustainability

‘If it was ever possible to 
approach the goal of 
earning a financial return in 
isolation from society’s 
broader valued goals, that 
time is not now. The inter-
dependence between 
financial and economic 
activity and the systems on 
which it relies – and on 
which achieving broader 
goals depend – is ever 
clearer.’ 

(LFI, 2021)
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Biodiversity loss

Climate change

Anti-microbial resistance

Resource depletion

Topsoil erosion and degradation

Water stress

Energy insecurity

Migration

Social and political instability

Inequality

Ocean pollution and acidification

Air pollution
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Investing for sustainability impact

The investor’s investment purpose
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ESG-Integration

Incorporation of environmental, social and governance (ESG) issues into investment 
analysis and decision-making processes to mitigate ESG-related risks for portfolio value

An investor engaging in IFSI will always 
be using its powers to try to bring about assessable
changes in behaviour or circumstances that support

positive sustainability outcomes 

(including reduction of negative outcomes)

Instrumental IFSI

Achieving the relevant sustainability 
impact is ‘instrumental’ in realising the investor’s financial return goals

Ultimate ends IFSI

Achieving the relevant sustainability impact is a goal in its own right (pursued alongside 
the investor’s financial return goals)
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Collective action

Voting in Hackney by Alex Lee. CC BY 2.0 via Wikimedia Commons.
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http://commons.wikimedia.org/wiki/File:Voting_in_Hackney.jpg
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Thank you.

DS137679
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Pension trustees’ fiduciary 
duty and sustainable investing

© 2022 WTW. All rights reserved. 
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The set of investment policies acceptable given current interpretations of fiduciary duty

The “fiduciary window”

© 2022 WTW. All rights reserved. Proprietary and Confidential. For WTW and WTW client use only. Not suitable for unintended purpose or use by unauthorized recipient. 8

Financial 

materiality and 

motivation related to

sustainability

Non-financial materiality and 

motivation related to sustainability

▪ The key test of the “fiduciary window” is 

whether trustees can visualise themselves 

continuing to support the adopted policies, 

irrespective of intermediate results

▪ A pension fund’s size and other context, 

including beliefs, affect which strategies fit 

into the “fiduciary window”

▪ Public policy and legal cases are key factors 

in the shape and shift of this “window”

▪ Freshfields’ legal framing encourages a more 

impact-friendly interpretation of existing 

fiduciary laws, thus stretching the “fiduciary 

window” sideways and shifting it

to the right

FROM

TO

Source: With great power comes great responsibility | Thinking Ahead Institute | February 2021
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Dilemma examples

Financial vs. non-financial factors in climate 

• Green gilts

• Net zero commitments

• Climate change scenario analysis

• Time horizons 

© 2022 WTW. All rights reserved. Proprietary and Confidential. For WTW and WTW client use only. Not suitable for unintended purpose or use by unauthorized recipient. 9
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• Universal owners are investors who recognise that through their portfolios they own a slice of the whole market so they aim to achieve real 

world impact on the environmental/societal system and better outcomes for their beneficiaries

• Four-category universal ownership (UO) framework across all asset owners (AOs) and asset managers (AMs) by geography, size and 

segment: 

Universal ownership

© 2022 WTW. All rights reserved. Proprietary and Confidential. For WTW and WTW client use only. Not suitable for unintended purpose or use by unauthorized recipient. 10

Full UOs UO strategies UO-by-delegation Non-UOs

• Very large, long-term and 

leadership-minded AOs 

• Deliberate in their commitment 

for impact (‘intentionality’)

• Ability to produce positive 

system effects (‘additionality’)

• AUM $200B+ 

• 10 AOs with $6T in assets

• Large and impact-minded AOs 

but not so large as full UOs 

• Only effective in some impacts 

and mandates and in 

collaboration with other asset 

pools

• Not AUM size but influencing 

financial and political capital

• About 100 AOs with $6T

• Impact-minded AMs 

• Motivated by mission, values 

and beliefs 

• Require the AO mandates for 

full conviction

• Effective in their impacts 

through their larger asset pools 

• The vast majority of all other 

investors

• Deliberate in recognising and 

reporting on direct impacts

• Without intentionality in acting 

to impact the system

• ‘Free riders’ that benefit from 

UO actions


