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Responsible
investing

Broken Hill | Australia
Westpac Banking Corp Climate Bond
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What is the most important problem
facing the world today? (% of respondents)

Responsible
investing
is now
mainstream

of Australians
see environmental
Issues as the most important
problem facing the world today

Enviromental Issues

Australians are becoming more
aware of the impact of their
investments.
Retirees, in particular, are
increasingly thinking about how
to use their investments to
create a better world for their
children and grandchildren.

expect their investments to be
invested responsibly and ethically.
45.8

Economic Issues

20.8

Social Issues
Terrorism/Wars

This is increasingly affecting how
people think about their investments:

10.8
7.9

Religion/Human rights

4.0

Government/Politics

3.7

Energy/Fuel/Power

1.4

Health Issues

1.2

expect their advisers to incorporate
their values and/or consider the
societal or environmental implications
of their investment.

Source: Roy Morgan Research (June 2019),
RIAA, From Values to Riches (Nov 2017)
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On the spectrum of Responsible Investment
approaches, Impact investing is distinguished by its
intention to create positive social and/or
environmental outcomes alongside financial returns.
Importantly this is not philanthropy. Impact investing
funds have clear financial return goals.

What is impact investing?
Responsible Investments
Traditional
Investment

Limited or no regard
for
ESG factors

Philanthropy
ESG
Integration

Consideration &
analysis of ESG
factors as part
of decision
making

Negative
Screening

Positive
Screening

Industry sectors
or companies
excluded to
avoid risk/ align
values

Invest in
companies or
industries with
better ESG
performance

Sustainability
Themed
Investing
Target
sustainability
themes (e.g.
clean energy)

Impact Investing
Market rate

Concession

Target social &
environmental
impact with
market returns

Target social &
environmental
impact with
below market
returns

No financial
return

Grants that target
positive social &
environmental
impact with no
expectation of
financial returns

Intentionality - impact goals are central to underlying investment

Source: Adapted from RIAA, 2018
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19B

A$

size of green and
social bond market

What are green and social bonds?
Positive outcomes with low risk.

15000

• Difficulty accessing the market (often private
deals)
• Limited liquidity (particularly in private equity
and infrastructure opportunities)
• Niche, narrowly-focused strategies

• Small issuance size
• Scarcity of underlying investments
Source: RIAA, Benchmarking Impact, 2018

Jan-19

Jan-18

Jan-17

Jan-16

0
Jan-15

Despite growing demand, historically there have
been limited institutional grade impact investment
options. Challenges for investors trying to invest in
this segment include:

5000

Jan-14

These bonds are backed by the full credit
worthiness of borrower's balance sheet, so they
carry the same risk and rating as any traditional
debt issued by the borrower.

10000

Jan-13

A fixed-income investment that is specifically
earmarked to climate, provide money for
environmental or social projects.

Jan-12

There is now a way to deliver
meaningful impact, with an
institutional quality investment
strategy that offers scale
and liquidity.

market growth
per year since 2011

20000

Jan-11

Impact
investing

86%

36

issuers across Supranational,
Semi Govt, Real Estate, Financial,
Universities and Religious organisations.

96

issues since 2010 with a median
issue size of $A125 million.

25M to 2.5B

range of
issue size.
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Introducing
Regnan
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The Regnan
mission
“… finance is not, for the
community, an end in itself.
It is a means to an end.
Ultimately it is about mobilising
and allocating resources and
managing risk. Finance
matters. Its conduct can make a
massive difference to economic
development and to ordinary
lives – for good or ill.”
Glenn Stevens, former Governor,
Reserve Bank of Australia

As finance has grown, it has come to play a
more decisive role in shaping the
world. Capital flows and their influence have
an impact at every scale. These reverberate
through other parts of an investor’s portfolio
over time and shape future opportunities.
Where it was previously seen as an
"externality", this third axis is now as intrinsic
as risk and return.
Regnan exists to help investors achieve
strong three-dimensional returns; and to
invest in ways that make a difference to the
world beyond their portfolios.

Pendal was a founding shareholder in
Regnan, one of the leading institutional ESG
research, engagement and advisory
organisations. In 2019, Pendal fully acquired
Regnan, expanding it into the investment
decision-making process.

Return (r)

Impact (i)

Risk
(sigma)
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Our Responsible Investing journey
Commitment to RI has a long and proud heritage
1984

2000

2007

Pendal Sustainable Balanced Fund
(originally BT Australia Charities Trust)
launched1

Became a member of Responsible
Investment Association Australasia
(RIAA)2

Pendal Australia became
PRI Signatory2

2014

Awarded our first ‘low-carbon’
mandate

Co-founded Regnan – Governance
Research & Engagement2

2015
1989
Pendal Sustainable
Conservative Fund1

2001

Group CEO appointed to the
Banking & Finance Oath

Pendal Ethical Share Fund and
Pendal Australian Sustainable
Share Fund launched1

2009
Started managing
our first Sustainable
Australian fixed
income strategy

2005
Founding member of
the Investor Group on
Climate Change (IGCC)2

2016

Appointed Head of Responsible
Investments

2007
2001
Westpac (and later BT) Governance
Advisory Service (BT GAS)
launched2

1996
Monash Centre for
Environmental
Management (MCEM)
formed

BT GAS evolved into
Regnan - Governance
Research & Engagement

MSE merged with Regnan,
now operating in Sydney and
Melbourne

Pendal Sustainable
Funds received
RIAA certification
Thermal coal exclusion
implemented across Pendal
Sustainable Funds

2018

Launched Pendal
sustainable funds:
- Australian Fixed Interest
- International Fixed Interest
- International Shares

2010

2017

2015
Pendal increased
ownership of
Regnan to 50%

Launched Pendal
Sustainable Future
Australian Share Portfolio
SMA (ex fossil fuels)

2020
Regnan and Pendal
collaborated to launch first
impact fund, the Regnan
Credit Impact Trust

2019
Regnan wholly
owned by Pendal

Pendal established as a
founding part-owner and
client2

2000
MCEM became
Monash Sustainability
Enterprises (MSE)
1 The

fund was launched when Pendal was part of the BT Financial Group. Pendal Fund Services Limited (previously known as BT Investment Management (Fund
Services) Limited) became the responsible entity of this fund in 2007.
2 When Pendal was part of the BT Financial Group.
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Regnan Credit
Impact Trust

CAL Bank | Ghana
International Finance Corporation Social Bond
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Pendal
Responsible
Investments

Sustainable investment capabilities
across asset classes
Dedicated Responsible Investment strategies
across Australian equities, international
equities, fixed income and multi-asset

Global investment manager
with deep experience

Funds Under Management

$2.5B
FUM in ethical and sustainable funds1
1

As at 30 September 2019

Client-aligned
Customised forward-looking investment
solutions that meet the evolving needs of
our clients
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Core allocation to Green
and Social Bonds

Regnan Credit
Impact Trust
Key information for
proposed strategy

Actively managed portfolio of mainly investment
grade impact bonds (green/climate, social &
sustainability) that support positive societal and/or
environmental outcomes including advancement of
the United Nations Sustainable Development
Goals.

Sustainability process
All securities are screened and assessed on
environmental, social and governance criteria with
data sourced through Regnan, MSCI and Pendal's
proprietary research.

Transparent reporting
Overview
Putting your capital to work for
positive change. Regnan Credit
Impact Trust is a straight-forward,
defensive investment strategy that
helps create a better Australia and
a better world.

Clear regular reporting on social and
environmental outcomes

Benchmark
RBA Cash

Investment process
Uses the well-regarded Pendal Fixed Income
process plus knowledge and resources from
Pendal's other specialist investment teams.
Invests in AUD government, supranational &
credit securities.

Dual objectives
1. Generate positive and measurable
social and/or environmental impact
2. RBA Cash

Target Return
RBA Cash plus 1-3% pa over
rolling 3-year periods

Target sector allocation*
Credit securities

Portfolio weight
60-90%

Impact

60-90%

Sustainability screened

0-30%

Cash securities

10-40%

Companies with a material business involvement
(>10% revenue) in tobacco, alcohol, gaming,
uranium, weapons or armaments, pornography,
thermal coal and oil sands production are excluded
from the investable universe.
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Impact
report

Low carbon

Renewable
energy

Low carbon
transport

Environmental

15,331 tCO2e

16,558 MWh/year

15,303

GHG EMISSION AVOIDED PA

RENEWABLE ENERGY
GENERATED

PASSENGER TRIPS PA

6,741

3,603

Equivalent to:
cars
taken off the road p.a.

Equivalent to:
average
household annual electricity use
in Australia

78 hectares

1 MW

OF FOREST RESTORED

RENEWABLE ENERGY
GENERATION INSTALLED
CAPACITY

44

Equivalent to:
the size of
Melbourne Cricket Ground stadiums

0.1%

Equivalent to:
of
renewable energy capacity installed
in Australia 2018
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Impact
report
Environmental

Green building

Water

Solid waste

119

515,957 L

204 tonnes

WATER CLEANED,
RECYCLED OR TREATED P.A.

SOLID WASTE
TREATED/REUSED PA

m2

GREEN BUILDINGS
CONSTRUCTED
Equivalent to:

1 home built

4,846,146 L
WATER USAGE SAVED P.A.

21,428,571 L
WATER CAPACITY SECURED

362

Equivalent to:
Melbourne
population water usage secured

Sustainable
agriculture

8 hectares
LAND CONSERVED
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Impact
report
Social

Financial
inclusion

Social quality

13,284

33,218

2,997

MICRO-LOANS

PEOPLE

UNDERPRIVILEGED
STUDENTS

made to financially under-served
entrepreneurs from
underdeveloped nations

with access to Information and
Communication technology in
third world remote regions

expected number of student education

4,850

1,492

510

LOANS

SMALL-SCALE FARMERS

JOBS

made to female-owned micro, small
and medium enterprises with little
access to formal sources of financing

reached for improved
agricultural technology

created through supporting education
& renewable energy plants

12

173

278

SOCIAL/AFFORDABLE
HOUSING

TEACHERS TRAINED

YOUTH
in at risk training programs
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Regnan’s
10 impact
goals

People
Improve access,
affordability or
adequacy of

10 goals supporting people,
planet and progress
The UN Sustainable Development
Goals (SDGs) are a set of global
targets and indicators for economic
development, social inclusion and
environmental sustainability.
Asset owners actively work
towards how they can allocate capital
to invest in line with promoting the
SDGs and achieving their broader
investment objectives.

Planet
Preserve

Progress

1

Food

2

Water

3

Shelter

4

Health

5

Climate stability

6

Natural resources

7

Biodiversity

8

Empowerment

9

Resilience

Advance
10 Innovation
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Impact Bonds
ACU Sustainable Bond

Diversified
exposure to A$
Impact Bonds
Currently account for
70% of portfolio

ADB Green Bond
ANZ Sustainable Dev. Goal
Aquasure Victorian Desal.
CBA Climate Bond

Climate
37.0%

Sustainably
Screened
Corporates
25.9%

IADB Social Bond

Credit

Impact Bonds:
Climate, Social
& Sustainable
70.4%

Cash
Social
17.6%
Cash
3.7%

EIB Climate Bond

Sustainable
15.8%

IBRD Green Bond

IFC Social Bond
KfW Green Bond

Macq. Uni Sustainable
Mitsubishi-UFJ Fin Green
NAB Climate Bond
National Housing Social Bond
WBC Climate Bond
Woolworths Green Bond

Case studies

AN BINH COMMERCIAL | Vietnam
International Finance Corporation Social Bond
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Our investors helped
Stacey and Luna
find a home
Stacey is a single mum of a beautiful 2-year-old
girl, Luna.
Since falling pregnant and having to leave work
early due to her pregnancy being at high risk,
Stacey returned home to Wagga.
Stacey didn’t have a home to call her own and
shared with family member after family member.

“It was never easy, and I always felt
like I wasn't where I needed to be.
Being a single parent is hard.
Basically, surfing from house to
house made things even harder.”

Primary impact area: Social
Impact bond: National Housing Finance &
Investment Corporation
Community Housing Project: Argyle Housing
develops and leases affordable housing for
Australians on low incomes.

SDG aligned:

When the opportunity was given to Stacey to live
in one of Argyle Housing properties that was
actually manageable for Stacey and her daughter.
“It really has felt that since moving in, my life with
my daughter has truly begun.”
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Our investors helped
build a wind farm that
powers 36,000 homes
Location:

Primary impact area: Climate

The Gunning wind farm is located 70km northeast of Canberra.

Impact bond: Westpac Banking Corp
Climate Bond

Completion date: May 2011

Westpac issues Climate Bonds as part of its
commitment to facilitate up to $3 billion in
climate change solutions by 2020.
SDG aligned:

Energy production:
equivalent up to 36,000 homes annually

CO2 emissions benefit:
approximately 160,000 tonnes per annum
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Help fund banks that
support small businesses
and female entrepreneurs
Ghana’s CAL Bank focuses on lending to small
businesses as well as gender and climate-related
initiatives.

Primary impact area: Social

This picture shows a worker on the
factory floor at Decorplast, a Ghana
business that secured financing from
CAL Bank at a competitive rate.

IFC’s Social Bond Program funds projects that
have a direct focus on those who are
underserved, be it a woman-owned small
business that lacks access to finance, a lowincome household that lacks access to quality
health care or a small farmer with no market for
his crop.

IFC-supported initiatives to create a regulatory
framework for leasing, and establish credit
bureaus and collateral registries have improved
access to finance for small and medium sized
businesses.

Impact bond:
International Finance Corporation

Institutional name: CAL Bank Ltd

Country: Ghana
SDG aligned:
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Help women like
Nasima find a great
career path
PRAN Group is the leading branded food and
beverage group and the largest agro processor in
Bangladesh. PRAN helps increase the availability
of affordable, quality food products that source
inputs directly from small farmers.

Nasima Khatun (pictured at right) has become a
believer in her own ability to work, earn a living,
and contribute significantly to her family’s wellbeing.

“Before working here, I did not know
that women too could work and earn
a living,” Nasima says. “I have now
become smarter and have learnt a lot
about women’s empowerment and
about life.”

Primary impact area: Social
Impact bond:
International Finance Corporation
IFC’s Social Bond Program funds projects
that have a direct focus on those who are
underserved, be it a woman-owned small
business that lacks access to finance, a lowincome household that lacks access to quality
health care or a small farmer with no market
for his crop.
Institutional name: PRAN Group

Country: Bangladesh
SDG aligned:
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Our investors help young
people like Rebekah buy
their first home
It’s a worrying sign for society when even people
with good jobs can’t afford to buy a home.
Yet today many young people are locked out of
the housing market, including urban
professionals.

Primary impact area: Social
Impact bond: National Housing Finance &
Investment Corporation
Community Housing Project:

“I wanted to get out of the rental
cycle and onto the property ladder as
an investment in my future,” says
Rebekah.

Junction Housing provides social and affordable
housing across a number of urban and regional
areas in South Australia.

Hope came via affordable housing developer
Junction, which sourced funding on good terms
via NHFIC’s social bonds.

SDG aligned:

Junction used the low-cost funding to develop
affordable townhouses just south of Adelaide
including 15 homes for social housing.
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Tamara was living in a
car. Now she has a
‘space to feel safe’
The end of her decade-long marriage was a
devastating blow for Tamara.
Tamara was left living in her car, couch hopping
and staying in garages as rentals was hard to find
because “you've got 50 other people also looking
for a home”.

“I don't think that there can be a more
devastating impact on someone's life
than the not having housing,”
Chris Bratchford, Executive Housing and
Property, Mission Australia.

Primary impact area: Social
Impact bond: National Housing Finance &
Investment Corporation
Community housing project:

Mission Australia Housing services helps provide
safe and affordable housing and support for
disadvantaged children and families.

SDG aligned:

“If you don't have housing, how do you prepare
for and present yourself for a job?”
Stories like Tamara’s are all too common.
Tamara is now a tenant in one of Mission
Australia’s properties. “I love my home, it's my
space to feel safe. It’s my little piece of
heaven.”
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Measurable impact on the
environment and society

Wind farm

16,558 MWh/year
renewable energy generated
Equivalent to annual electricity use
in 3,467 average Australian households

Range of green projects
financed by the portfolio

Solar

3,326 MWh
energy savings per year
Green buildings

Equivalent to annual electricity use in
724 average Australian households.
Low Carbon Transport
reduces the equivalent of

Transport

15,303 passenger trips
annually
21,428,571L of water capacity
secured ability to provide clean water

Water security
Source: Pendal, issuer impact reports

to a third of the Melbourne population
if required.
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Mapping investments to the Sustainable Development Goals (SDGs)

Australian Catholic University
Sustainable Bond











NAB Climate Bond









Westpac Climate Bond









IFC Social Bond



IBRD Green Bond






















Mitsubishi UFJ Green





CBA Climate Bond





IADB EYE Social Bond






Woolworths Green Bond

Aquasure Vic Desalination








Source: https://sustainabledevelopment.un.org/sdgs
Note these are 13 of the 17 total SDGs, the others are: Life Below Water, Life on Land, Peace and Justice Strong Institutions, Partnerships to achieve the Goal
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Risk & Return

Where does this
fit in a portfolio
A low-medium risk complement to
existing cash and conservative
bond allocations
Property &
Alternatives
22

Cash & Fixed
Income
31

Cash

Short Duration Bonds
Credit

Specialist
Credit

Highly liquid

Above cash returns

High Yield

Safety

Floating rate
Investment grade

Duration (or interest
rate) Risk

Loans
Australian and
International
Government or
Corporate

Emerging Markets
Distressed

Regnan Credit
Impact Trust
Australian
Shares
22

International
Shares
25
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Straight-forward
first step into
Impact Investing

Widely accessible

Market returns

Diversified

Public unit trust vs mostly
limited access private deals

Targets Cash +1-3% p.a.
commensurate with the
investment risk of the portfolio

Broadly diversified portfolio
of credit securities vs
concentrated exposure to a
single or handful of projects

High quality

Scalable

Predominantly investment
grade vs varied quality,
generally tied to a specific
project (not backed by the
creditworthiness of the issuer)

Draws on the rapidly growing
AUD impact bond market vs
targeting typically small scale,
privately-funded projects

Existing impact investment
options often lack the
diversification and accessibility
to make them suitable
for most Australian investors.
CRIMP aims to fill this gap.
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How Regnan
supports
the Trust

Investment process

Regnan and Pendal
strengths combined

Regnan
Credit Impact
Trust

Delivering returns
alongside social &
environmental
outcomes
Impact
philosophy and
framework

Impact
classification
and "No Harm"
analysis

Impact
reporting
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Money Management
Alpha Manager 2019
Pendal’s George Bishay receives prestigious award
Pendal portfolio manager (income and fixed interest)
George Bishay was awarded “Alpha Manager” status in
2019 by Money Management publisher FE fundinfo.
The award recognised George’s ability to create risk-adjusted
alpha over his career-long track record in the asset
management industry.
George was one of 11 investment professionals included in the
list of esteemed professionals across multiple asset classes.

George Bishay
Pendal Portfolio Manager,
Bond, Income & Defensive Strategies
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Appendix

Argyle Housing | Australia
National Housing Finance & Investment Corporation Social Bond
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Objective

Benchmark
RBA Cash

Regnan Credit
Impact Trust

The Trust aims to provide a return (before
fees, costs and taxes) that outperforms RBA
Cash by 1-3% pa over the medium term. It is
an absolute return style Trust aiming to
deliver returns higher than traditional cash
investments in both rising and falling interest
rate markets.

Key fund guidelines

Fee
0.50%

Negative ethical screen
Issuers with 10% or more of revenue from the
production or manufacturing of: tobacco,
alcohol, gaming, weapons, pornography,
thermal coal extraction or oil sands production.

Exposure guidelines
• Target of > 60% impact securities

Authorised physical investments
• Credit and Government securities

• Max issuer exposure, AAA 30%, AA 25%,
A 20%, BBB 15%, unrated/non-IG 5%

• All physical securities subject to and
consistent with the Sustainability and
impact criteria

• Maximum exposure to unrated/noninvestment grade securities is 20%

• May use derivatives to manage risk such
as interest rate futures/swaps & credit
default swaps

Duration limits
-1 to +2 years
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Macro process
Portfolio
Construction

Top down

• Economic data
• Market data
• Quantitative credit
models
• Supplemental
fundamental analysis
• Credit technicals

Corescorecard

Macro
trades,
sector &
credit rating
tilt

Credit
macro
view

Macro and
credit
market
themes

Issuer
analysis & ESG
considerations

Issuer &
sector relative
value analysis

Sustainable
universe

Security’s
alignment with
Regnan’s
10 impact
goals

Security’s
impact
Classification

Issuer
selection /
Impact
analysis

Bottom up

Credit process
• Bottom up credit
analysis
• Pendal collaboration
• Merton quantitative
framework

Impact
Reporting
Impact data
verification +
maintenance

Impact process
• Impact analysis

Impact

The
investment
process steps

• Issuer engagement
• Impact Advisory
Committee Oversight

Trade
implementation
& portfolio
construction
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Strong recognition

Pendal
Bond, Income
& Defensive
Strategies
boutique
Delivered by a seasoned team
utilising a time-tested process

from institutional and retail
asset consultants,
domestically and globally

Awarded

AUM

Top performing

$

Australian Composite
Bond Fund
FY14/151 and FY17/182

billion

Australian Composite
Bond Fund
2011 and 20141,3

Closing FUM

Recent initiatives

21

Fund Manager of the
Year 2020
Australian Fixed Interest
Fund of the Year 2020

excluding cash mandates 4
6.8

Lonsec Retirement
Income Award finalist at the
Money Management Lonsec
Awards 2019

7.6

8.4 8.1
6.9

4.3
2.6

SMAs for Fixed Income,
Bespoke inflation solutions

3.1

1.2

1

Morningstar Australian Composite peer group
2 Mercer Australian Fixed Income (Core) universe
3 To end December 2011 & 2014
4 Data is based on Pendal Group Financial Data

Pendal Fixed Interest Fund

Diversified Income
International Bonds
Total

FY 20

FY 19

FY 18

FY 17

FY 16

FY 15

FY 14

FY 13

FY 12

Pendal Monthly Income Plus Fund

Best Australian Fixed
Income Fund at the Money
Management Lonsec Awards
2014 (May 2015)

Sustainable Fixed Income
pooled funds (Australian &
Global)

Volatility pooled fund
with customisable tail
risk protection

Absolute Return
Australian Bonds
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For more information,
please call on

1800 813 886
or visit our website

www.pendalgroup.com

Disclaimer
This presentation has been prepared by Pendal Fund Services Limited (PFSL)
ABN13 161 249 332, AFSL No 431426 and the information contained within is current
as at 19th of November 2020 . It is not to be published, or otherwise made available
to any person other than the party to whom it is provided. PFSL is the responsible
entity and issuer of units in the Regnan Credit Impact Trust (Trust) ARSN 638 304
220. An Information Memorandum (IM) is available for the Trust and can be obtained
by calling 1800 813 886 or visiting www.pendalgroup.com. You should obtain and
consider the IM before deciding whether to acquire, continue to hold or dispose of
units in the Trust. An investment in the Trust is subject to investment risk, including
possible delays in repayment or withdrawal of proceeds and loss of income and
principal invested. This presentation is for general information purposes only, should
not be considered as a comprehensive statement on any matter and should not be
relied upon as such. It has been prepared without taking into account any recipient’s
personal objectives, financial situation or needs. Because of this, recipients should,
before acting on this information, consider its appropriateness having regard to their
individual objectives, financial situation and needs. This information is not to be
regarded as a securities recommendation. The information in this presentation
contains material provided by third parties, is given in good faith and has been
derived from sources believed to be accurate as at its issue date. While such material
is published with necessary permission, and while all reasonable care has been taken
to ensure that the information in this brochure is complete and correct, to the
maximum extent permitted by law neither PFSL nor any company in the Pendal
Group accepts any responsibility or liability for the accuracy or completeness of this
information.
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