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PREFACE

Executive Summary

Why are VP and social investment important for banks? 
• 6RFLDO�ÀQDQFH�LV�FRQVLGHUHG�WKH�ELJJHVW�LGHD�WR�UHQHZ�WKH�UHOHYDQFH�RI�ÀQDQFH�IRU�WKH���st 

century, representing an attempt by banks to reconsider how and why they do business 
at a very fundamental level

• VP and social investment are powerful new ways for banks to illustrate that they can 
play a fundamental role in the solution to societies challenges after the moral awakening 
RI�WKH�JOREDO�ÀQDQFLDO�FULVLV�

• Social investment could be an enormous market opportunity and many believe rep-
resents the investment philosophy of the future – banks need to understand and gain 
expertise in this area

• The newer activities of VP and social investment are particularly exciting for banks as 
they create the possibility: 
 – to integrate a social dimension within core business activities by creating social impact initi-
atives which are often revenue-generating and more than CSR but which may not yet 
meet normal commercial criteria

 – to harness and channel the talent of banks employees to create positive social change using 
their core skills

 – to re-invigorate and realign philanthropic activities with a changed environment, where 
social enterprise is becoming an increasingly important phenomenon and the social 
sector is moving from subsidy to sustainability

Why are banks important for VP and social investment? 
• %DQNV�DUH�DQ�HVVHQWLDO�SLOODU�RI�WKH�VRFLDO�ÀQDQFH�LQGXVWU\��DV�VKRZQ�LQ�WKH�FKDUW�EHORZ��
VLQFH�WKH\�DUH�IXQGDPHQWDO�DFWRUV�LQ�WKH�EURDGHU�ÀQDQFLDO�VHUYLFHV�LQGXVWU\�DV�ZHOO�DV�
sizeable philanthropic investors

• %DQNV�KDYH�DFFHVV�WR�YDVW�TXDQWLWLHV�RI�FDSLWDO�²�ÀQDQFLDO��KXPDQ��DQG�VRFLDO�²�ZKLFK�FDQ�
be used to support, develop and grow the sector and, when it is ready, to mainstream it
 – Financial capital: 

 x Banks’ ability to use a mix of capital sources, including philanthropic, balance sheet 
and client capital makes them a distinctive and very valuable social investor, particu-
larly in early-stage investments when patient capital is required

 x With their extensive client lists, both private and institutional, banks will be a key 
intermediary which is essential for the market to grow beyond its current scale and 
limitations

 – Human capital: banks have an enormous amount to contribute to the sector by putting 
WKHLU� ÀQDQFLDO� NQRZOHGJH�� LQQRYDWLRQ� DQG� VWUXFWXULQJ� VNLOOV� WR�ZRUN� RQ� LQWHUQDO� RU�
external social ventures as well as using their insight into investor requirements and 
ÀQDQFLDO�PDUNHWV�WR�FODULI\�KRZ�WR�FUHDWH�D�PRUH�YLDEOH�VRFLDO�FDSLWDO�PDUNHWSODFH

 – Social capital: activity in this sector by banks sends important signals to all intermedi-
aries, managers and owners of capital which will be catalytic for increasing the supply 
of capital
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Banks are an essential 
pillar of the Social Impact 
Investment industry3

3. Adapted from: Martin, M. (2013), 

‘Making Impact Investible’, 

Impact Economy Working Papers.
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In what way can banks engage with VP and social investment?
• The nature of engagement with VP and social investment will depend on the business 

model of each bank and which type of banking is included – retail, private or invest-
PHQW��7KHUH�DUH�VSHFLÀF�RSSRUWXQLWLHV�DQG�DUHDV�RI�IRFXV�IRU�HDFK�RI�WKHVH�GLIIHUHQW�EDQN-
ing types 

• ,Q�JHQHUDO��DV�VKRZQ�LQ�WKH�FKDUW�EHORZ��EDQNV�FDQ�HQJDJH�DV�OHDGHUV�ÀHOG�EXLOGHUV�DQG�
or investors and/or intermediaries:
 – $V�OHDGHUV�ÀHOG�EXLOGHUV��banks can be champions of social enterprise, social and impact 
investment and can increase the pipeline of investible organisations

 – As investors: banks can use their own capital, either from their balance sheets or from 
their foundations’ philanthropic capital to invest in social purpose organisations or to 
create internal social investment businesses/initiatives. They can do this directly or 
indirectly, on an individual deal basis or through funds

 – $V� LQWHUPHGLDULHV�� in the history of capital markets, the role of the intermediary has 
been fundamental. Although there is a strong demand from social ventures for long-
term capital to fund the growth of their organizations and demand from investors for 
D�UDQJH�RI�LQVWUXPHQWV�EOHQGLQJ�ÀQDQFLDO�DQG�VRFLDO�UHWXUQV��WKHUH�LV�D�PDUNHW�JDS�IRU�
intermediaries raising and deploying capital
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:KDW�DUH�WKH�PDMRU�GULYHUV��FKDOOHQJHV�DQG�EHQHÀWV�IRU�EDQNV�WR�HQJDJH"�
• %DQNV�IDFH�VLJQLÀFDQW�EDUULHUV�WR�HQJDJLQJ�ZLWK�93�DQG�VRFLDO�LQYHVWPHQW��LQ�SDUWLFXODU�

 – the immaturity of the sector
 – FXOWXUDO� DQG� RUJDQL]DWLRQDO� GLIÀFXOWLHV� VLQFH� LPSOHPHQWDWLRQ� UHTXLUHV� FURVV�FXWWLQJ�
departmental boundaries, engaging and collaborating with many external players, 
developing new areas of expertise internally and potentially embracing a new banking 
paradigm

 – FRPSHWLQJ�FDOOV�RQ�WKHLU�WLPH�DQG�UHVRXUFHV�LQ�GLIÀFXOW�RSHUDWLQJ�FRQGLWLRQV�DIWHU�WKH�
ÀQDQFLDO�FULVLV�IURP�LQLWLDWLYHV�ZKLFK�DUH�HLWKHU�PRUH�XUJHQW�RU�ZKLFK�RIIHU�VKRUW�WHUP�
upside 

• However, there are strong drivers which are compelling banks to get more involved, for 
example: 
 – increasing pressure from external stakeholders and civil society for banks to change 
and become more socially-oriented, leading to CSR interest in these newer, more inno-
vative ways to create social impact

 – more bank staff becoming aware and involved in VP and/or social investment and 
acting as intrapreneurial champions to push initiatives forward despite resistance

 – market forces in the form of increasing client demand and possibility for competitor 
advantage to be gained by seizing some early ground in this nascent sector

• Retail, private and investment banks face different strengths for each of these major bar-
riers and drivers as outlined in the tables below. Private banks have the strongest market 
drivers to engage

Leader/ 
Field-Building

VP/
Social Investor

Internal 
Venturing

External 
investing

Direct Indirect

Advisor/
Intermediary

• Sponsorship of 
market-building 
initiatives

• Education of 
clients/customers

• Industry research

• Support for invest-
ment readiness or 
capacity-building 
work

• Capital-raising

• Deal Sourcing

• Deal Structuring

• Product/fund 
development

• Fund or 
individual 
deal

• Fund or 
individual 
deal

E F

E
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Table 2: Challenges for 
Banks’ Involvement 
in VP/SI and Impact 
Investment 

Table 3: Benefits of Banks’ 
Involvement in VP/SI and 
Impact Investment

How are European banks currently engaging? 
• :KLOVW� WKHUH� LV� FOHDU�SRWHQWLDO�DQG�VLJQLÀFDQW� LQFHQWLYH� IRU�EDQNV� WR�SOD\�D�PDMRU�DQG�

distinct role in VP and social investment, across the European banking sector initiatives 
have to date been quite fragmented and relatively small-scale, in terms of both human 
DQG�ÀQDQFLDO�FDSLWDO�FRPPLWWHG

• There is an R and D tone of engagement to these projects with banks exploring and 
H[SHULPHQWLQJ�ZLWK�WKH�HPHUJLQJ�ÀHOG��EHIRUH�GHFLGLQJ�ZKHWKHU�DQG�KRZ�WR�SDUWLFLSDWH�
further and more fully

• 7RWDO�ÀQDQFLDO�FRPPLWPHQWV�E\�(XURSHDQ�EDQNV�VXUYH\HG�LQ�WKLV�UHSRUW�IRU�LQYHVWPHQW�
LQ� VRFLDO� HQWHUSULVH�VRFLDO� EXVLQHVV� �H[FOXGLQJ� SXUH� PLFURÀQDQFH� IXQGV�� LV� DSSUR[L-
mately €261 million4 

• As illustrated by the time chart below with key initiatives by banks, in the last few years 
there has been an acceleration of activity. Whilst historic activity was predominantly a 
EURDG�ÀHOG�EXLOGLQJ�UROH�RI�FKDPSLRQLQJ�VRFLDO�HQWHUSULVH�DQG�VRFLDO�LQYHVWPHQW��EDQNV�
have recently moved towards a more explicit and engaged role as venture philanthro-
pists/social investors and/or advisors/intermediaries, bringing these social impact 
strategies more into their core business areas

• Banks are active from a variety of different starting points, depending on geography 
and business model as well as the unique circumstances of the initiatives’ development. 
Since there is no roadmap for the creation of such initiatives, nor are there many existing 
examples to follow, and due to the personal nature of much of the initiative (powered by 
individuals belief and commitment), these projects are all bespoke and different. They 
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Market Immaturity Culture /organisational Profit and priorities

Private Bank

Investment Bank

Retail Bank

Internal rewards: staff 
satisfaction, cross-
departmental working

Improved product 
offering for clients

Enhanced position 
to exploit long-term 
business opportunity

Private Bank

Investment Bank

Retail Bank

4. Includes Deutsche Bank UK 

Impact Investment Fund; J.P. 

Morgan Social Finance Unit Fund 

plus Global Health Investment 

Fund despite them being US/

European; BBVA social enterprise 

financing through Momentum 

Project 2011 and 2012; BNP 

Paribas financing for PhiTrust 

Innovation Funds; ABN Amro 

Social Impact Fund; UBS Impact 

Investment Fund, LGT Impact 

Ventures Fund UK and Erste Bank 

social enterprise financing. 

Client demand Competitor 
Advantage

Personal belief Bank Ethic CSR interest

Private Bank

Investment 
Bank

Retail Bank

Table 1: Drivers for Banks’ 
Involvement in VP/SI and 
Impact Investment
Please note that for the tables 1-3, 

darker shaded boxes indicate a 

stronger relationship.
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UDQJH�IURP�VHWWLQJ�XS�D�VRFLDO�ÀQDQFH�EXVLQHVV�XQLW�ZLWKLQ�DQ�LQYHVWPHQW�EDQN��WR�FUHDW-
ing a social bank within a commercial retail bank, to developing a social investment/VP 
product to sell to philanthropic private clients to setting up an internal social investment 
fund-of-funds run by the private equity department

• Many banks are still uncomfortable about raising client capital for social and impact 
investment, since the risk/return spectrum is still undeveloped

• Whilst the sums might be small and the initiatives rather fragmented, there is real cause 
for optimism in that banks are being very thoughtful about how and when to enter the 
ÀHOG��KDYH�JDLQHG�D�KXJH�DPRXQW�RI�VHQLRU�DQG�LQWHUQDO�VXSSRUW�IRU�H[LVWLQJ�LQLWLDWLYHV�
DQG�KDYH�JDUQHUHG�VLJQLÀFDQW�SHUFHLYHG�EHQHÀWV�E\�WKRVH�ZKR�KDYH�FRPPLWWHG

• In addition, banks have shown themselves to be perceptive about the fact that VP and 
VRFLDO� LQYHVWPHQW�UHTXLUH�VLJQLÀFDQW� LQWHUQDO�FURVV�GHSDUWPHQWDO�DQG�H[WHUQDO�FROODER-
rative dimensions, needing new skills and expertise which they are often sourcing by 
HQJDJLQJ�ZLWK�H[WHUQDO�H[SHUWV�LQ�WKH�ÀHOG�

• What is most disappointing is that a more engaged, VP approach to social investment 
XVLQJ�WKH�EURDG�VHFWLRQ�RI�ÀQDQFLQJ�WRROV�RI�JUDQWV�� ORDQV�DQG�HTXLW\�VHHPV�WR�EH�OHVV�
evident
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Timeline of key European 
Bank Social/Impact 
Investment activities

J.P. Morgan

launches Social 
Finance Unit, with 
$100m impact 
investment 
commitment from 
balance sheet

Deutsche Bank UK 

launches £10m 
Impact Investment 
Fund

BNP Paribas Wealth 
Management  

launches social 
investment fund 
product – PhiTrust 
Innovation 1

ABN Amro 

launches €10m 
Social Impact 
Fund

Berenberg Bank

co-founds with 
LGT Venture 
Philanthropy UK 
£30m fund

UBS

launches $50m 
own-branded 
impact investment 
fund

EIF

launches Social 
Impact Accelerator 
€60m fund

J.P. Morgan and the 
Gates Foundation

announce $100m 
Global Health 
Investment Fund

RBS 

sets up £5m 
community loan 
fund for social 
entrepreneurs

BBVA 

launches 
Momentum social 
investment project, 
investing in 2011 
€2.5m in Spanish 
social enterprises

Barclays, HSBC, 
Lloyds and RBS 

make £50m equity 
investment into 
UK’s Big Society 
Capital

2007 2011 2012 2013
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What more can European banks do? 
• 7KHUH� LV�QR�RQH�RU�ULJKW�ZD\�IRU�EDQNV� WR�HQJDJH� LQ� WKLV�ÀHOG��DQG�WKH�PXOWLSOLFLW\�RI�
H[LVWLQJ�DFWLYLWLHV�DQG�DSSURDFKHV�E\�EDQNV�LV�D�UHÁHFWLRQ�RI�ERWK�PDUNHW�LPPDWXULW\�DV�
well as banks different business models, capabilities and strategies. Banks should draw 
LQVSLUDWLRQ�DQG�LGHDV�IURP�WKH�H[DPSOHV�RI�EDQNV�LQ�WKH�UROH�RI�OHDGHUV�ÀHOG�EXLOGHUV��
investors and advisors/intermediaries

• 0DQ\�PRUH� EDQNV� FDQ� DQG� VKRXOG� GR� VRPHWKLQJ� LQ� WKLV� ÀHOG� ²� WKH� VL]H� DQG� VFDOH� RI�
the initiative is less important than might be expected due to the immature state of the 
market and the reality that it is through small-scale initiatives and endeavours that new 
markets are built

• 7KH�NH\�IRU�EDQNV�LV�WR�EXLOG�SUHFHGHQW��PRPHQWXP�DQG�FRQÀGHQFH�DQG�WR�IHHO�WKDW�WKH\�
are in the position to play the important role that they will increasingly be needed for as 
the VP and social investment markets grow

• Developing or renewing a strategy for involvement in VP and social investment will 
require considerable thought and attention to four factors as shown in the chart below: 
1) the state of the social investment and social sector market in chosen geographies; 
2) the bank’s core business model; 3) learnings from existing initiatives/players; and  
4) resources available for the bank

What is the state of the 
SI/Social Sector Market in 

Chosen Geographies?

What is the bank’s core 
business model?

What can the bank learn 
from others efforts?

VP and Social 
Investment Strategy 

What resources does the 
bank have available?

EF

E F

Factors for banks to 
consider when developing 
a VP and Social Investment 
Strategy
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Conclusions and Recommendations
• As the market evolves and settles and the required infrastructure is generated, banks 
ZLOO�LQFUHDVLQJO\�HQWHU�WKH�ÀHOG�LQ�RUGHU�WR�FDSWXUH�SRWHQWLDO�YDOXH��<HW�WKHLU�LQYROYHPHQW�
is likely to lag the general market evolution, due to issues of risk and complexity of 
organisational structures 

• There is much that banks can do to both shape and contribute to this hugely exciting new 
sector, but care needs to be taken that as banks do bring in more capital and help to main-
stream VP and social investment, the social mission and conscience of the movements 
DUH�QRW�ORVW�LQ�WKH�UXVK�IRU�ÀQDQFLDO�UHWXUQV��7KHUH�LV�D�ULVN�WKDW�EDQNV�ZLOO�MXVW�LQFUHDVH�
the supply of capital without contributing to the major issues on the demand side, in 
particular the lack of investible propositions and the need for engaged philanthropy to 
build the pipeline 

Recommendations – Banks in General

• (DFK�EDQN�VKRXOG�GHYHORS�D�93�DQG�VRFLDO�LQYHVWPHQW�VWUDWHJ\�WKDW�ÀWV�WKHLU�QHHGV�
and environment. No matter how small the initiative or involvement, do something  

• A bank’s charitable foundation is an important and relatively easy place to start 
with experimenting with these strategies. All banks’ foundations should be explor-
ing how they can use VP and social investment strategies to make maximum use of 
their income and asset base

• At some point, involve where possible core business units, since social investment 
strategies will achieve maximum impact if they become integrated into the bank 
itself

• Balance investment and/or advisory and intermediary activities with important 
OHDGHUVKLS�DQG�ÀHOG�EXLOGLQJ�DFWLYLWLHV��%DQNV�QHHG�WR�SOD\�WKHLU�SDUW�LQ�KHOSLQJ�WR�
create appropriate market infrastructure

• Ensure a social return focus, where efforts and capital invested produce positive 
VRFLDO�FKDQJH��%HZDUH�RI�RQO\�FKHUU\�SLFNLQJ�ÀQDQFLDOO\�DWWUDFWLYH�VRFLDO�LQYHVW-
PHQW�GHDOV��$OO�PDUNHW�SDUWLFLSDQWV�QHHG�WR�FR�RSHUDWH�DQG�ÀQG�ZD\V�WR�KHOS�WR�
build the pipeline of socially investible organizations

• Be open to collaboration and knowledge-sharing, even within the competitive 
banking industry

• Use the human capital resident within the bank to maximum use – social invest-
ment activities provide excellent staff volunteering opportunities
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Recommendations – 
Retail Banks

Recommendations –  
Private Banks

Recommendations – 
Investment Banks

• Consider whether more 
could be done to lend to 
social enterprises, social 
business and other 
SPOs, what the barriers 
to doing so are and what 
the bank needs to do 
to make more lending 
happen 

• Voluntarily track and 
monitor lending to 
social purpose organi-
zations 

• Consider whether a 
retail ethical product is 
possible 

• Attempt to bridge the 
existing internal and 
human capital divide 
between philanthropy 
and investment, ensur-
ing that there are staff 
with expertise in VP and 
social investment 

• Educate clients, as 
appropriate, about VP 
and social investment

• Educate client rela-
tionship managers, as 
appropriate, about VP 
and social investment 

• Consider whether indi-
vidual or fund VP and/
or social investment 
product offerings are 
possible, considering 
client appetite

• Where client demand 
exists, create appropri-
ate VP and/or social 
investment product 
offerings

• Use clients human 
capital – VP and social 
investment activities 
provide excellent men-
toring opportunities for 
clients

• Build knowledge and 
expertise in social 
investment, applying 
VNLOOV�RI�ÀQDQFLDO�LQQR-
vation and structuring 
where possible 

• Where possible, help 
to create more track 
record around social 
investment funds and 
products by investing 
own capital and inter-
nally managing funds/
products or appointing 
external managers to 
do so

• Consider what would be 
required for increased 
institutional client 
demand and help the 
market to develop such 
products

PREFACE
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