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Are listed social investments boosted 
by the crisis?
Is the context of the pandemic crisis leading sustainable finance to focus on social factors? To begin answering this new 
question in  a very climate-focused universe, Novethic has analysed two categories of listed products that highlight their social 
characteristics: sustainable bonds (in this context social and sustainability bonds) and thematic funds (social and multi-thematic 
funds in particular).

The adoption of the Paris Agreement and the need to limit greenhouse gas emissions by changing the energy model have 
accelerated the growth of green finance since 2015 and boosted the green bond market, which now exceeds €1 trillion. Will the 
social crisis triggered by the COVID-19 pandemic have the same effect and lead to the emergence of social finance, the contours 
of which are yet to be defined? An analysis of socially-oriented financial products shows that finance has not really reached that 
point, even though the most committed players are starting to analyse social criteria in greater depth and give them a more 
prominent place in their investment strategy. Indeed, the latter are aware of the decisive importance of these criteria in many 
countries, but also for certain economic sectors that rely on complex and big chains of subcontractors across the world. 

But this new social concern does not in itself constitute a structured market adopting new criteria for selecting issuers and 
promoting an improvement in social dimensions. One of the main obstacles is the determination of the scope of the term 
“social”, which covers subjects as varied as diversity, decent wages, health, education, etc. In addition to “pure” strategies 
such as social bonds and social theme funds, a large proportion of the products analysed in this study adopt a strategy that 
combines social and environmental dimensions, whether they are sustainability bonds or multi-thematic funds. 

The forthcoming publication of a social taxonomy as part of the European action plan on sustainable finance could help define 
clear standards. This would help structure this emerging market, which has not yet defined social models to be prioritised or 
standardised and comparable impact indicators. 
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I. The diversification of sustainable bonds 
opens a new methodological front
While the green bond market has exceeded €1,000 billion in the last ten years, the more recent social and sustainability bond 
products had, until 2019, attracted only modest amounts. In contrast, they grew dramatically in 2020. Social bonds accounted 
for a quarter of sustainable bonds issued in 2020, compared to only 5% the previous year. The market has been boosted in 
particular by the European Commission placing its COVID-19 crisis-related issues under this banner.

Given the scope of the social and societal matters targeted by these issues, it is much more difficult to target their contribution 
to the transition towards a given social model than for green bonds with the ecological transition. This is why it is parti-
cularly interesting to better understand the methodological reflections underway among the players in this booming 
market. They concern the eligibility criteria for a project or a company as well as the project’s impact indicators. This work is 
the first step in a process that could eventually lead to the emergence of a social model signposted by social bonds. Moreover, 
a new category of bond assets seems relevant to advance this methodological reflection: sustainability-linked bonds (SLBs). 
Linked to the achievement of ESG objectives, they are of particular interest to corporate issuers, who can use them to finance 
their transition to more sustainable models.

European Commission boosts social bond market 
The social, health and economic impacts of the COVID-19 crisis have influenced the nature and volume of social issues, at least 
in Europe. The main driver of this market has been the European Commission, which launched its SURE (Support to mitigate 
Unemployment Risks in an Emergency) programme in 2020 in the form of social bond issues. The aim is to provide concessional 
loans to Member States, within a total package of €100 billion, to cover costs related to the creation or expansion of short-time 
working schemes and other worker protection systems in response to the crisis. The issue was very well received by investors at 
the launch on 20 October. The two bonds maturing in 2030 and 2040 were both oversubscribed more than 13 times.  

Market players’ work on defining a methodology in full swing
Recent developments in social and sustainability bonds have led arrangers to work with issuers that are sometimes new to the 
bond market, on new types of project that are much more diverse and diffuse than those financed by green bonds. Key market 
players such as Natixis, as well as asset management companies like Amundi, must therefore find new frameworks. This allows 
them to start integrating to their responsible investment strategy the follow up of funds allocation towards social activities, 
which Amundi is working on with the first fund dedicated to social bonds, totalling nearly €130 million in assets at the end of 
April 2021.
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STRUCTURING SUSTAINABLE BONDS REQUIRES A 
METICULOUS DEFINITION WORK
Cédric Merle, Head of Center of Expertise & Innovation | Natixis Green 
and Sustainable Hub

What is your main role in structuring a social bond?

We need to determine the categories of eligible expenditure, 
i.e. to identify the activities of the issuer that have a positive 
social dimension and contribute to the improvement of the 
living conditions of people in a vulnerable situation. Depending 
on the issuer, this could be users of public services, contribu-
tors/policyholders, end consumers, or suppliers. It is important 
not to list specific projects or define categories that are too 
vague. In contrast to the social dimension (“S”) of ESG analysis, 
we are less about addressing risks and reducing negative 
externalities, but rather about providing products and services 
that meet basic social needs.

What do you think about social impact reporting? 

It is a fascinating and more complicated subject than environ-
mental issues. Impact assessment, at its most rigorous, is 
extremely demanding in terms of information gathering, 
analysis, and especially impact attribution (causal link). Many 
issues, such as gender inequality, are influenced by a multitude 
of factors and actors, and are neither totally the responsibility 
of the state nor totally that of a company. For example, no 
company can credibly claim that it is responsible for an X% 
decrease in youth unemployment at the national level. On the 
other hand, for so-called network infrastructures and opera-
tors in a (quasi-)monopoly situation, it is easier to attribute 
impact (e.g., for public transport, improved access for people 
with reduced mobility, or the frequency of shuttle buses). It 
seems difficult to converge on “benchmarks” and notions of 
alignment with social trajectories as exist for climate change, 
even with recourse to the UN SDGs. But it is at least possible 
to compare oneself to one’s peers, or to one’s own past perfor-
mance. 

Why are sovereign issues so rare in the social market? 

Some states were already wary of green bonds. The principle 
of earmarking funds clashes with the principle of budgetary 
universality: revenue is not normally allocated to expenditure. 
Moreover, everything is more or less social. For a government, 
it is difficult to define eligible expenditures since, by definition, 
all expenditures correspond to public service missions. Prioriti-

zing policies on the basis of usefulness or “social contribution” 
is subjective, which explains some of the reluctance. Beyond 
some obvious sectors such as health and education, it is a 
delicate exercise. For example, should vocational training or 
justice expenses be eligible? Moreover, the purpose of a social 
expenditure is not necessarily enough to settle the debate; its 
“quality” and results are more important, but their evaluation is 
more complex than in environmental matters. 

Some investors seem to favour pure environmental or 
social strategies over the “sustainability” approach. What 
is your opinion? 

Our recommendations vary according to the profile of the 
issuer. The sustainability bond is suitable for issuers with 
a relatively universal mandate, i.e. those involved in both 
ecological and social issues. This is the case, for example, of 
the Caisse des Dépôts or of regional governments. Another 
criterion, more opportunistic, is that in order to allow for large-
scale issues (known as benchmarks), a critical mass of eligible 
expenses must be reached, which is facilitated by the addition 
of green and social projects. 

Do you believe in the development of sustainability-linked 
bonds?

We are very much in favor of this, as it allows “ESG perfor-
mance” to be integrated directly into the structure of the 
product, with tangible financial consequences. The Use-of-
Proceeds format is based on a logic of means, while the 
Sustainability-linked format is based on results. However, the 
two should not be opposed; they can be combined perfectly. 
The SLB format is particularly well suited to issuers in histori-
cally polluting sectors, or those that do not have much CAPEX. 
There are many companies that are doing great things in 
terms of sustainability, but this is not necessarily reflected in 
their capital expenditure. On the other hand, it is imperative to 
ensure that holistic and “material” indicators are used for such 
products. In the social area, this is more difficult. For example, 
job satisfaction or gender wage gaps are important indicators, 
but they do not “tell the whole story” about a company’s social 
footprint. One solution is to use baskets of several social indica-
tors covering complementary dimensions. 
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AMUNDI IS DEVELOPING ITS RANGE OF FUNDS 
DEDICATED TO SUSTAINABLE BONDS
Jean-Jacques Barbéris, Head of Institutional and Corporate Clients,  
and ESG | Amundi

What is Amundi’s strategy for choosing sustainable bond 
models?

For us, these are primarily impact instruments. Our strategy 
was launched with the emergence of green bonds for which 
we launched a first dedicated fund in 2015, followed by a 
partnership with the World Bank to develop the market. Our 
strategy on the social dimensions is identical. We have just 
launched an open-end fund dedicated to social bonds which, 
given the limited size of the market, also contains sustainabi-
lity bonds. However, we must avoid multiplying niches, which 
is why Amundi should avoid contributing to the “blue bond” 
market, for example, on the economy dedicated to water and 
the oceans. 

Do you think that the growth of the social and sustaina-
bility bond market will continue at the same pace as in 
2020? 

The acceleration will continue for social bonds: since the 
beginning of 2021, we have already reached €49 billion. But 
the potential is less significant than for green bonds. We also 
believe that growth will continue for sustainability bonds, 
but we are more in favour of pure strategies, either green 
or social. The idea is to be able to measure the impact of 
your investment as accurately as possible, and this is easier 
to understand, report and integrate into a general strategy 
when you are on pure strategy instruments. With one excep-
tion: bonds related to the “Just Transition” will require specific 
instruments combining environmental transition and finan-
cing of activities that make this transition socially acceptable. 
This may concern a local authority issuing a bond to develop a 
tram network and which would have a policy of accessibility to 
transport for the most disadvantaged parts of the population.  

Have you noticed any change in the way social impact is 
measured? 

Several issues need to be resolved. First of all, the definition 
of a social issue is already complex at the local or national 
level, but it is even more complex at the international level. 
Moreover, in the United States the term “social” covers 
themes such as “inclusion”, “communities” and “diversity”. It 
doesn’t necessarily mean the same thing to a French person. 
There is a fairly deep ideological divide on these issues which 
does not help in the construction of very coherent global 
indicators. 

Secondly, social issues are broader than those related to 
climate change. The criterion of number of beneficiaries 
is practical because it provides a quantitative indicator for 
a diffuse issue. First steps to create sophisticated metho-
dologies are emerging and we are clearly in favour of the 
emergence of a European Social Taxonomy. But this is a 
complex political undertaking for the Commission. 

Is it more difficult to show the contribution of a social 
bond in terms of impact than in the environmental field? 

Of course, it is always more complicated to measure. Job 
creation is the most commonly used but it must be quanti-
fied in relative terms, not absolute!  For example, if the Italian 
Cassa Depositi e Prestiti issues a social bond whose impact 
measurement criterion is the creation of jobs, and that 
basically, it mainly helps to create jobs in Northern Italy, the 
additionality remains limited. On the other hand, if the inten-
tion is to foster development in Sicily, in the South, where 
unemployment is very high, it carries more weight. We place a 
lot of emphasis on the region targeted by a given bond.
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I. The diversification of sustainable bonds opens a new methodological front

Bond formats are expanding 
Launched about ten years ago, the green bond market has rapidly become structured around market initiatives. The Green 
Bond Principles (GBP), published in 2014 by the International Capital Market Association (ICMA), have structured the green 
bond market, which today represents nearly two-thirds of the market with $1,100 billion by the end of 2020 according to CBI 
). However, opening this market to new types of issues led to the development of new standards by ICMA, which published 
the Social Bond Principles (SBP) in 2017, the following year the Sustainability Bond Guidelines (SBG) and in June 2020 the 
Sustainability-Linked Bond Principles (SLBP). 

As sustainable bond instruments come in a wide variety of formats, this study focused on the four formats for which ICMA has 
published Principles or Guidelines:  

Use of Proceeds (UoP) bonds provide precise information on the use of funds, as the issuer commits to an issue framework 
detailing the categories of eligible expenses, the selection and assessment of projects and the management of funds. These 
elements are then set out in an annual report, which must also include an impact assessment. General Corporate Purposes 
bonds follow a different logic, based not on fund allocation but on achieving ESG objectives.

1 CBI, Sustainable Debt Global State Of The Market 2020

Source: Based on an ISS ESG scheme 

Green Environmental activities Allocation 
of funds
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Proceeds 

(UoP)
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Issuer 
commitment 
and reporting

General
Corporate
Purposes

Social Allocation 
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Sustainability Allocation 
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Achievement 
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Social activities

Sustainability strategy 
and associated targets

Environmental and 
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  Social Bonds
Social bonds are bonds dedicated exclusively to the financing or refinancing of «social» projects, i.e. projects generating a 
positive social impact. While these projects can cover quite broad activities, ICMA also specifies that the social impact should 
be targeted at specific populations. 

  Sustainability bonds
Sustainability bonds are dedicated to the financing or refinancing of both environmental and social projects. Created out of 
the desire of certain issuers to highlight a global sustainable contribution, they have no constraints on the breakdown between 
green and social activities. 

  Sustainability-linked Bonds (SLB)
Sustainability-linked bonds are still emerging instruments structured around the achievement or non-achievement of sustai-
nable performance objectives set by the issuer, which determines whether or not the financial or structural characteristics of 
the instrument will change. 

ICMA specifies that these targets are measured by Key Performance Indicators (KPIs) and assessed against Sustainability 
Performance Targets (SPTs). The allocation of funds is not a determining factor in their categorisation as being for general 
purposes.

Affordable basic infrastructure (e.g. clean drinking water, 
sanitation, transport, energy)

Access to essential services (e.g. health, education,  
financing and financial services)

Affordable housing

Employment generation, and programs designed to 
prevent and/or alleviate unemployment stemming from 

socioeconomic crises, including through the potential effect 
of SME financing and microfinance

Food security and sustainable food systems

Socio-economic advancement and empowerment  
(e.g. equitable access to and control over assets, services, 

resources, and opportunities)

People living below the poverty line

Excluded and/or marginalized populations  
and/or communities

Vulnerable groups, including those affected  
by natural disasters

People with disabilities

Migrants and/or displaced people

The undereducated

People suffering from a lack of access  
to essential goods and services

The long-term unemployed

Eligible project categories Target populations

I. The diversification of sustainable bonds opens a new methodological front
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Social impact assessment is in its first stages of development
In its document «Working Towards a Harmonised Framework for Impact Reporting for Social Bonds», published in June 2020, 
ICMA shares best practices in reporting for social and sustainability bond issuers. 

With regard to financed projects, it recommends that the nature of the project and the project categories be specified, as well 
as the Sustainable Development Objective targeted. It is also recommended that the target population(s) and a detailed alloca-
tion of amounts be specified. 

For social indicators, which it classifies into three categories, without value judgment, ICMA shares more specific indications of 
their nature and purpose:

   Output indicators. These are gross indicators related to the activity funded, for example: the number of people vacci-
nated or the number of hospital beds. At the moment, these indicators are the only ones being largely used by issuers.

   Outcome indicators. These are often relative indicators, showing, for example, some change that has taken place. For 
example: cost reduction for standard treatments and drugs or hospital bed density. 

   Impact indicators. These are more specific and give real indications of how the funds raised contribute to solving the 
social problem in question, for example: life expectancy or the percentage of the population without access to medical 
care.

I. The diversification of sustainable bonds opens a new methodological front

Social performance through Sustainability-linked bonds (SLB)
The nature of these bonds enables issuers to set targets based on impact indicators that they can use to assess their 
overall environmental or social performance. However, cases of social indicators are still rare. 

One example is Novartis, a Swiss pharmaceutical company, which has structured its SLB issue around quantified targets 
on two key performance indicators (KPIs):

   the number of patients reached for strategic innovative therapies in low- and middle-income countries, and

   the number of patients reached for its flagship programs, dedicated to diseases that primarily affect these same 
countries
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The market is driven by social bonds

2020 was the first year in which the three main types of bonds seemed to share the market in a more balanced way, even 
though the European Commission distorts the perception since its issues represent almost 40% of social bonds. 

Development of the global sustainable bond market

This trend is even more remarkable if we focus on the European market alone. While the number of social bonds only slightly 
exceeded the number of sustainability bonds in 2020, the volume of social bonds increased tenfold between 2019 and 
2020. However, we can also highlight the continued growth of sustainability bonds, which have increased more than three-
fold in volume in two years. 

Social and sustainability bonds issues in Europe

Source: Environmental Finance – Sustainable Bonds Insight 2021

Source: Novethic
source data Bond Data from Environmental Finance 
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Issuer profiles are diversifying 
Issuers of social and sustainability bonds are less diversified than those of green bonds but this is changing.

Agencies account for about half of social bond issues.
Supranational institutions were not a feature of the social bond landscape in 2019 but made a splash, in 2020, with the three 
issues by the European Union, which issued nearly €40 billion in response to the pandemic crisis. 
Financial institutions have the ability to federate banking projects, like the French group BPCE, which launched a social bond 
back in 2017 highlighting its status as a mutual and regional bank to finance its contribution to the local economy. 
Corporations, which are major issuers of green bonds, account for a minimal share of social bond issuers but are more 
numerous in issuing sustainability bonds. In 2020, there were 12 new issues for €4.5 billion. 
Although not well represented in the social bond category, municipalities and local authorities are the largest type of issuer 
by volume for sustainability bonds. 
Finally, there is only one sovereign issuer of sustainability bond issuer: Luxembourg, which launched a €1.5 billion bond in 
2020 to finance a wide variety of assets: green buildings, low-carbon transport, access to essential services - health, education 
and social inclusion, affordable housing, job creation.

  France leads in social bonds, Germany in sustainability bonds
France leads the ranking of European issuing countries, 
ahead of the European Union, which issued massive 
amounts of social bonds to finance the pandemic crisis.

86% of French amounts come from government agencies 
affected by the COVID-19 crisis, notably Cades (Caisse 
de la dette de la sécurité sociale), the world’s largest 
issuing agency, and Unédic, in charge of unemployment 
insurance. The largest Dutch issuer is the public financing 
bank Nederlandse Waterschapsbank, which finances 
water infrastructure in particular but also social housing. 

Source: Novethic
source data from Bond Data by Environmental Finance 

Source: Novethic
source data Bond Data from Environmental Finance 
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91% of the German amounts and half of the issues come 
from NRW, the most important issuer among local autho-
rities in the world in 2020. The rest comes from companies 
like Adidas or Otta. 63% of Dutch amounts come from 
BNG Bank, which specialises in financing organisations 
with a positive social impact.  87% of Spanish amounts 
come from local authorities and the rest from a single 
regional financial institution, Caja Rural de Navarra.

  A same issuer can use different types of sustainable bond 
Depending on the period and the nature of the projects 
to be financed, issuers choose green, social or sustainable 
bonds. For example, the real estate company Icade has 
issued a green bond for its Foncière Tertiaire activities and a 
social bond for its subsidiary Icade Santé.
Almost half of the issuers of social bonds are also issuers of 
green bonds, like Icade. 

Source: Novethic
source data from Bond Data from Environmental Finance 

Source: Novethic
Bond Data from Environmental Finance 

ICADE HAS CHOSEN SOCIAL BONDS 
FOR ITS HEALTHCARE ACTIVITIES 
Daphné Millet, CSR Director | Icade 

Icade, which issued an initial green bond in 2017, opted for the social bond rather than the sustainability bond in 2020. Why?
When talking to investors, we felt that there was a preference for products with a clear message, either green or social. This is 
also why we chose to have a restricted number of eligibility criteria. Since 2017, Icade has wanted to offer innovative sustainable 
financing to investors, which is why in 2020 we chose the medium of the social bond, the first benchmark-sized social bond 
issued by a corporate. This bond issue aims to finance the activities of our subsidiary Icade Santé, which is dedicated to health-
care establishments such as hospitals and nursing homes. It seemed logical to us to reflect this social dimension by choosing 
a social bond. In the future, we are thinking with the finance department about other innovative vehicles such as Sustainabi-
lity-Linked Bonds.

Did you have to set up a selection process for Icade Santé’s assets for this new issue?
All health activities are eligible by nature as they fall under the category of access to essential services and contribute to Sustai-
nable Development Goal 3 (SDG3) on health. The added value of the social bond is based more on impact indicators which are 
quite detailed in terms of beneficiaries, needs of the territory in which the assets are located and of quality and diversity of care 
delivered in these structures.

Should social impact indicators be more standardised?
Reporting indicators are more mature on the environment than on the social dimension, social bonds being more recent 
and less developed. I think it’s a good thing that this is not yet too standardised. The Social Bonds Principles (SBP) propose to 
highlight good practices and recommendations, but we still need to be able to innovate and individualize the way we present 
the topics, since the themes can be so varied. 
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CAISSE DES DÉPÔTS RELIES ON SUSTAINABILITY 
BONDS TO COMBINE ENVIRONMENTAL AND 
SOCIAL CONCERNS 
Pauline Morel, Manager, Medium and long-term financing | 
Caisse des Dépôts Group
Thibaud Grimard, Deputy Head of Long-Term Financing |  
Caisse des Dépôts Group

What is Caisse des Dépôts’s strategy in terms of sustai-
nable bonds?

We issue bonds on a regular basis. After issuing one green 
bond and two sustainability bonds, the pace is one issue per 
year. The sustainability bond format suits us because it allows 
us to showcase the Caisse’s social role while keeping the 
previously more developed green investor base. 

Why is there a larger share of green bonds among your 
sustainability bonds?

First of all, the structure of Caisse des Dépôts’ balance sheet 
and of sustainable bonds automatically exclude a certain 
number of social activities, financed in particular by loans 
via the Savings Funds Department.  Secondly, it is a question 
of the size of the projects. Green bond projects are bigger 
because they involve a lot of renewable energy infrastruc-
ture and green buildings. On the social side, we have a large 
number small projects. Moreover, the market for sustainable 
bonds is initially that of green bonds with strict investor 
expectations for the green share, which should be at least 
90%. We have complied with this requirement with these 90% 
of green bonds while enhancing our social activities through 
sustainability bonds. That said, they are not limited to the 
10%. Some green investments are also social, such as senior 
residences. In the future, thanks to strong growth in the social 
market last year, we should be less constrained by this.

How do you manage the difference in maturity between 
environmental and social indicators?

We have a Framework aligned with the SDGs and the French 
roadmap. Each eligible category has been associated with an 
SDG, and for each, we have at least one indicator that reflects 
the contribution, either environmental or social. On the green 
side, there are quantitative and relatively standardised indica-
tors, which are widely accepted. This is not the case for social 
issues. We therefore have a reporting system that includes 
«raw» indicators, i.e. absolute numbers, e.g. the number of 
people trained. Even if these indicators seem simple, they still 

speak volumes about the achievement of the project objec-
tives. 

It is difficult to go further in assessing the impact generated. 
We should monitor global statistics for a given area and also 
be able to measure the specific contribution of our invest-
ments. With so many small projects, this is not an easy task. 
That said, investors already seem to be satisfied that we 
report annually for each project on indicators that reflect the 
specificity of each sector.  

What do you think about sustainability-linked bonds 
(SLBs)?

We are thinking about it to highlight our global strategy 
using relevant indicators, showcasing our environmental 
and social commitments. For example, indicators related to 
social housing could be reported. One of the obstacles is the 
compensation mechanism. On the social side, compensation 
is complicated: social organisations do not necessarily have 
the same funding needs as those dedicated to the environ-
ment, and the amounts related to compensation can get 
very large. We are currently thinking about finding different 
compensation mechanisms that make sense and are really 
linked to the associated social performance target. 

Are you following the developments of the European 
Social Taxonomy? 

Yes, we are expecting a lot from this taxonomy. The sustaina-
bility bond is a format that suits us. It enables us to highlight 
our social DNA and our environmental strategy. A social 
taxonomy would enable us to continue to highlight this dual 
approach for projects such as our senior services residences. 
Sustainability bonds are a good tool for our global approach 
to the SDGs.
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A first indication of the social contribution
There are still few reports available on social and sustainability bonds that provide statistics on the allocation of amounts. 
However, an initial idea of the issues targeted by sustainable bonds can be gained from their framework issue documents, 
which contain a list of eligible categories targeted.

  Categories most targeted by social bonds
Social bonds are often issued to cater to 
a specific category of projects or a specific 
population. Nearly half (48%) of the social 
bonds issued as at 31/12/2020 are in a 
single eligible category. 

The impact of the pandemic is measured 
by the creat ion of  a  new category 
«Response to COVID-19». Bonds in this 
category also often link it to access to 
essential services and job creation. These 
three types of expenditure are in top 
positions in terms of volume of dedicated 
bonds in 2020.

  Categories most targeted by social bonds
Sustainability bonds often target several 
categories of projects. Not only do we find 
the same themes as for social bonds, but 
also a high proportion of green projects 
on energy efficiency and renewable 
energy. Furthermore, in terms of amount 
allocation, the green share is on average 
larger than the social share.

Most targeted eligible categories by share  
of social bonds issued

as of 31/12/2020

Most targeted eligible categories by share  
of sustainable bonds issued

as of 31/12/2020

Access to essential services

Energy efficiency

Renewable energy

Access to essential services

Pollution prevention and control

Affordable housing

Socioeconomic advancement  
and empowerment

Affordable housing

Employment generation including through 
the potential effect od SME financing and…

Socioeconomic advancement  
and empowerment

COVID-19 response

41%

35%

28%

19%

16%

41%

37%

27%

36%

25%

25%

I. The diversification of sustainable bonds opens a new methodological front

Source: Novethic
Bond Data from Environmental Finance

Source: Novethic
Bond Data from Environmental Finance
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Source : Novethic

Social issues are used to finance various projects
To better understand the scope of the social field, Novethic has selected a series of issues from the most frequently used 
categories. By specifying the nature of the issuer, the format of the bond and the type of projects concerned, we can measure 
the differences in approach from one issuer to another in this emerging market.

Issuers

Access  
to essential  

services

Affordable  
housing

Employment  
generation 

Socio-economic 
development,  

including  
the reduction  
of inequalities

Cades, agency that 
assumes the Social 
Security debt

SBB, a Nordic real 
estate company 
specialising in social 
infrastructure 

BPCE Group

Motability Solutions, 
a company specialising 
in transportation for 
people with disabilities

Response to the COVID-19 crisis by covering expenses 
related to access to care, including: reimbursement of 
health care as well as coverage of stays in health care 
facilities.

Financing of rent-regulated residential contracts in 
Sweden. Together, the bond also includes the category 
of general interest assets: medical facilities, schools, 
community centres, etc.

Supporting regional and community development and 
resilience through the funding of SMEs, local authorities 
and not-for-profit organisations that seek to benefit 
people living or working in economically and/or socially 
deprived areas and communities.

Investment in reducing inequalities through the lens of 
mobility. Its social bond finances specialised vehicles and 
scooters, and electric wheelchairs.

Social

Social

Social

Social

Cofinimmo, Belgian real 
estate company 

NWB Bank, Dutch bank 
for the public water 
sector

Unédic, the French 
unemployment 
insurance management 
agency

Otto, a German 
company specialising in 
distance selling

Health buildings: hospitals, senior residences, psychiatric 
clinics, etc.

Financing of housing and social infrastructure in the 
Netherlands for people eligible for housing allowances.

Socio-economic protection against the vagaries of the 
employment market and support for individuals in their 
professional (re)integration

The purchase of labelled products, in particular textiles 
labelled "Cotton made in Africa" to meet its goal of 
reducing inequalities, and products certified "Forest 
Stewardship Council" for its sustainable resource 
management goal.

Sustainability

Social

Social

Sustainability

Format of bonds Type of projects concerned

I. The diversification of sustainable bonds opens a new methodological front
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II. Funds with social thematics: a vast model 
with unclear impacts
The French social investment market is small but dynamic
Thematic funds are an important part of the sustainable finance offer on the French market. Investors looking for social impact 
can begin to find thematic funds dedicated, in part or in full, to social issues. Thematic funds make up nearly half of the sustai-
nable funds identified by  Novethic Market Data and have increased in number and volume of assets under management. 

Funds specialising in social issues reflect current priori-
ties. In 2019, these include education, and in 2020 
employment and health . For this reason, as well as the 
lack of a precise definition of social activities and metho-
dologies for analyzing and measuring positive social 
impact, we cannot speak of a homogeneous market. 
The increased integration of social dimensions in ESG 
analysis and the growing demand for social perfor-
mance indicators for a fund, as well as the future EU 
social taxonomy, should transform the landscape in the 
coming years.

These funds are a field of innovation, but there are rarely challenged on their definition of social criteria and measurement 
indicators. The fact that there is only one thematic fund dedicated to social and sustainability bonds in May 2021 reinforces the 
need to mobilize actors around the methodologies used.

A wide variety of social themes
Thematic funds select companies whose main activities 
contribute to sustainable development in the broadest 
sense. This ranges from health, to renewable energies, 
to the fight against inequalities. 

Regarding social issues, Novethic distinguishes between 
selection methodologies linked to company policies, 
which focus on the virtuous processes of companies 
in social matters, regardless of their sector of activity, 
and those that concern their production. The latter are 
based on the positive social contribution of certain 
products and services.

Finally, Novethic includes in its panel social impact funds and impact funds based on the Sustainable Development Goals 
(SDGs).

1 See Market Data  2019 and 2020

HR / Value chain best practices Housing

Employment Health and healthy eating

Best practices for human rights Ageing population

Gender equality Education

Inclusion and the fight against inequalities Quality of life / socio-economic  
development / safety

Process Products and Services

Source : Novethic Market Data

117

88

36

241

77 94 41

38 78 20,3

12

127

31

183

9

61

Environmental funds

Multi-thematic funds

Social funds

Total thematic funds 

Number of 
funds

2020
Thematic funds 

marketed in France

2019

Number of 
funds

AuM  
(€bn)

AuM  
(€bn)
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II. Funds with social thematics: a vast model with unclear impacts

Health and healthy eating is the most frequent theme

Among the social and multi-thematic funds analysed by Novethic, the most frequently targeted theme is health and healthy 
eating. This is a megatrend, a fundamental trend in the economy and society. Healthy food is supposed to meet the challenges 
of malnutrition and replace the products from the agro-industry that are too greasy, too sweet, too salty, responsible for 
diseases such as obesity and type 2 diabetes. This long-term orientation is based in particular on demographic dynamics such 
as ageing population or, more generally, demographic growth. The companies included in this theme produce goods and 
services of various kinds. We obviously find pharmaceutical laboratories, but also promising sectors such as new technologies 
linked to tele-medicine or artificial intelligence. Finally, there are also companies specialising in healthy and sustainable food, 
including in the chemical sector, and the best-rated companies in the food industry in terms of ESG.

Multi-thematic funds are more dynamic than social funds

Evolution of thematic funds with a social focus

Source: Novethic Market Data

Source: Novethic Market Data
Source: Novethic

data from Morningstar Direct

Health and healthy eating (13 funds)

6.3

8.2

6.7

8.9

7.1

14.3

Health and healthy eating (57 funds)

HR / Value chain best practices (11 funds)

Social funds

Renewable energy (51 funds)

Gender equality (10 funds)

Multi-thematic funds

Water (41 funds)

Employment (8 funds) Energy efficiency (36 funds)

Education (6 funds) Sustainable transport and mobility (32 funds)

Top 5 themes of social funds

Annualised weighted average performance
(as of 31/12/2020)

1 year3 years5 years

Top 5 themes of multi-thematic funds

2016 2017 2018 2019 2020

48

21

5.1 6.3 6 9 12.48.7 12.1 12.5
20.3

37.6
25 26 31 36

56
70

78
88

  Social funds AUM (€bn)
  Multi-thematic funds AUM (€bn)

Nomber of social bonds
Nomber of multi-thematic funds

Multi-thematic funds, which offer greater diversification, 
literally took off in 2020. Their inflows soared by 239% 
compared to the previous year to reach €13.3 billion. 
Among the ten funds with the highest inflows in the panel 
of thematic funds with a social focus, there are nine multi-
thematic funds and one social fund focused on education.

The dominance of multi-thematic funds is also reflected in 
their performance, where their averages once again place 
them well above social funds at 5, 3 and 1 year. Funds with 
a health theme, whether they are simply social or multi-
thematic, also stand out with performances higher than the 
other panel averages over 3 and 5 years.
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GOING FURTHER ON THE ISSUE OF HEALTH WITH AN 
IMPACT FUND 
Huub van der Riet, Lead Portfolio Manager Impact Investing |  
NN Investment Partners

Can you tell us more about your funds aiming for a social 
contribution? 

We have a variety of impact funds covering social dimen-
sions. The SDGs are the starting point for these strategies. 
We wanted to develop an approach that takes into account 
the benefits for all stakeholders: shareholders but also 
employees, customers, the environment, etc. That is the 
impact approach.

We have therefore identified three main solutions among the 
investable SDGs, and each corresponds to an impact fund 
strategy: Health and Well-Being, Climate and Environment, 
Smart Connectivity. Finally, we have a global impact fund, 
which covers all the three main solutions. All of these funds, 
with the exception of the one dedicated to climate, aim for 
a social impact. However, the one that is solely dedicated to 
this is the Health and Well-Being fund. It focuses on four types 
of solutions: a decent standard of living, a fit body and mind, 
affordable health care and financial inclusion.

Do you have a methodology for measuring and reporting 
on the social impact of the fund?                                                            

We have created an Impact Measurement Framework in 
three parts: identification, assessment and monitoring. For 
identification, we determine impact potential, alignment 
with the SDGs, type of stakeholders helped, percentage of 
revenue, etc. The assessment part consists of an estimation 
of the positive impact but also of the ESG risks, based on the 
study of a set of KPIs. For this, we have several data providers, 
but we also engage directly with companies to obtain the 
relevant information we need. Finally, for the monitoring part, 
we review and discuss with companies the impact targets 
they may have set and how they are progressing. Our Impact 
Measurement Framework is a tool to prove that our holdings 

have a positive material impact, which are driven by clear 
intentions with products and services that offer transforma-
tional solutions for societal problems. 

When you engage with companies, do you challenge 
them about the accessibility of their solutions? For 
example, with regard to product prices? 

That is definitely an item. It is a key aspect considering the 
elderly population which is growing, and the difficulty for 
people in emerging markets to access many drugs and treat-
ments. It is because of this dimension that we hardly own 
any pharmaceutical company: we often struggle with their 
pricing practices. In our Health and Wellbeing fund, we rather 
have companies that offer solutions to improve the access to 
medicines and to make the development of medicines faster, 
more efficient and cheaper. This is something we take into 
consideration in our impact assessment.
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II. Funds with social thematics: a vast model with unclear impacts

Impact indicators are mainly environmental 
Out of the 124 social and multi-thematic funds listed by Novethic, 65 have reporting indicators: 44 multi-theme funds and 21 
social funds. Some indicators are more about ESG analysis transparency than true impact reporting, such as ESG rating figures (24 
funds) and the mapping of exposure/contribution to the SDGs (11 funds).

There are more indicators that make it possible to assess a social contribution, with more or less sophisticated methodologies, 
even if, paradoxically, the vast majority of them are environmental indicators. Regulations encourage this phenomenon. For 
example, under the new European SFDR (Sustainable Finance Disclosure Regulation), the negative impacts of investments are to 
be assessed. The majority of the minimum set of negative impact indicators (PAIs or Principal Adverse Impact) are environmental 
indicators: 11 versus 5 indicators for social, employee-related, human rights and anti-corruption issues.

TOP 10 Indicateurs

Examples of provided indicators Indicator theme Number of indicators  
provided by funds

Carbon

Water

Health

Power

Employment

Circular economy

Food

HR Policy

Gender Equality

Human Rights

Access to  
financial services

83

18

17

11

9

7

4

33

28

24

5

Carbon footprint, Carbon intensity, Portfolio temperature, etc.

Water consumption, Quantity of drinking water supplied, 
Exposure of companies to water stress areas

Number of diagnoses made, Number of AIDS treatments 
provided to disadvantaged patients

Production of renewable energy, Energy savings achieved

Growth in workforce, Companies that have implemented a 
collective redundancy plan

Quantity of materials/waste recycled/processed, Waste 
generation

People with access to healthier food, Exposure of portfolio 
companies to hunger stricken areas

Frequency of work accidents, Number of hours of employee 
training, Share of the company's added value, Turnover

Percentage of women in the workforce, Percentage of women 
in management/ board of directors, Average gender pay gap

Child labour controversy, Percentage of companies with a 
human rights policy, UN Global Compact compliance rate

Number of vulnerable people provided with access to finan-
cial services, Number of fields for which insurance and risk 
management were provided

Source: Novethic
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II. Funds with social thematics: a vast model with unclear impacts

In portfolio, funds with social themes are focused on technology and chemistry
In the social and multi-thematic funds, the stocks that can be found at the top of the portfolios are pretty similar, either because 
of their positioning as sustainable solutions based on innovative products, such as DSM, or because they combine excellent 
ESG ratings with a global strategy focused on the SDGs, such as Schneider Electric. 

A choice stock: Koninklijke DSM (Royal DSM)

DSM is a Dutch company with a history of mining and chemistry, and has become a specialist in nutrition, health 
and sustainable materials. It focuses on sustainable development and is positioned in the healthy food and sustai-
nable lifestyle segment through the lens of the SDGs.
Food supplements, animal and baby food, plant food, it focuses on the efficiency of its use of natural and animal 
resources, pays attention to the sustainability of its value chain and to the quality of its packaging, which has earned 
it remarkable ESG scores.

Among the companies selected by social funds we most frequently see Koninklijke DSM (Royal DSM), Unilever, Novo 
Nordisk, Thermo Fisher Scientific, Danone and Royal Philips in the health and healthy food focused funds. 
Schneider Electric, adidas, Allianz and ASML Holding are frequently selected by funds highlighting HR and policy best 
practices across the value chain. 

A similar list can be found for the companies most selected by multi-thematic funds, but the companies in the table above are 
joined by other sectors such as water treatment, building materials and the automotive sector.

3 (Bloomberg sub-industry)

Companies most selected by social funds

Source: Novethic
data from Morningstar

Koninklijke DSM NV

Schneider Electric SE

Microsoft Corp

Unilever PLC

Adidas AG

Novo Nordisk A/S B

Thermo Fisher Scientific Inc

Danone SA

Allianz SE

Royal Philips NV

ASML Holding NV

Chemicals

Electrical Equipment

Software

Household Products

Apparel & Textile Products

Biotech & Pharma

Health Care

Food

Insurance

Medical Equipment & Devices

Semiconductors

12

12

12

11

10

10

9

9

9

9

9

Name Sector3 Number of funds
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MAKING SOCIAL FUNDS A LABORATORY FOR 
INNOVATION 
Jean-Jacques Barbéris, Head of Institutional and Corporate Clients and 
ESG, Amundi

What mission have you assigned to your flagship social 
funds, particularly the CPR Social Impact, launched in 
2020? 

This fund, dedicated to social inequality, is based on the 
definition of an investment universe of companies that contri-
bute the most to the reduction of inequality in their territory 
of establishment, within the universe of international equities. 
We have created an inequality score by country, then an 
inequality contribution score by company, and we filter the 
investment universe to end with a traditional financial analysis 
of stocks. We also measure the impact of this approach. For 
example, the companies in this portfolio pay relatively more 
taxes, which we believe is a way of contributing to the reduc-
tion of inequality through public policy. We will disseminate 
this analysis methodology and gradually integrate it into our 
standard ESG analysis. 

Our other innovation is the Just Transition for Climate fund 
launched in early 2021. The approach is based on a proprie-
tary methodology on the theme of just transition in which we 
address multiple dimensions. The climate criteria are similar 
to those of a pure climate fund (2°C alignment, etc.), and the 
"fair" dimension analyses the company with respect to its 
employees, consumers, society and territories.

Beyond these approaches based on new methodologies, it is 
more complicated to qualify social investment strategies as 
such. Can we consider that a health theme fund that focuses 
its strategy on investing in the pharmaceutical industry has a 
real social impact?

Is there an offer adapted to demand from investors 
seeking to generate a measurable positive social impact 
as they do with their green financing?  

As far as social issues are concerned, I believe much more in 
integrating criteria into the core of company analysis metho-
dologies. From this, we can build thematic funds, pushing 
the cursor very far on certain dimensions in order to push 
our social ambition. Another possibility is to integrate this 
in-depth social dimension into the fundamental analysis of 
companies, which has an impact on the social characteristics 
of portfolios as a whole. Personally, the second approach 
seems to me to have more impact, even if it is complicated 
to measure. A management company such as ours will have 
a larger social contribution by systematically underinvesting 
in companies that engage in massive tax optimisation than 
by subscribing to a few social bonds here and there. If we 
start divesting massively from companies with questionable 
tax practices, it will weigh on their stock prices, their cost of 
capital, and the macroeconomic effectiveness of this strategy 
is more important. Of course, this is less true for a small, 
highly specialised boutique firm with very specific social 
impact indicators.

We can draw a parallel with what happened with the climate. 
Initially, the issue was addressed through instruments, and 
the green bond market has grown considerably, but ultima-
tely what is important is the integration of emission reduction 
strategies into portfolios and trajectories aligned with the 
Paris Agreement. 
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Conclusion 
Social finance does not yet constitute a market

It is premature to talk about social finance in the same way as we talk about green finance today. The latter covers more 
structured investment strategies dedicated to the climate, biodiversity, renewable energies, etc., and is based on two dynamic 
markets: green bonds and environmental theme funds. Investors are all the more supportive of this development as they are 
subject to reporting requirements on the greening of their investments. The adoption of the Paris Agreement in 2015 has had 
an accelerating effect as it has outlined transition trajectories that have already changed the valuations of the fossil fuel sector 
and energy companies.

The Sustainable Development Goals (SDGs) which were also adopted in 2015 and set the course for 2030 have not had the 
same effect. They propose to link 17 priorities and 169 targets in a model of radical transformation that has not really been 
translated into business valuation.

The COVID-19 pandemic and the economic and social crisis that it entails have nevertheless had an impact on existing products 
and more particularly on social bonds, where the European Commission's issues in particular have boosted the market. 
However, before we can talk about social finance, we need to find answers to the following questions:

How do we define the social finance market?

From the identification of social needs that a given product is supposed to meet, to the assessment of the positive social 
contribution of this financial product, it is all in all both complex and political. On the other hand, the emergence of innovative 
products testing methodologies, as well as the social taxonomy project to be included in the European action plan on sustai-
nable finance, shows the growing importance of social concerns among responsible investors. 

Can Americans and Europeans have a shared vision of social finance?

The Principles for Responsible Investment (PRI) have adopted diversity, equity and inclusion (DEI) as a strategic priority for the 
next three years. As such, they have developed tools for investors wishing to work on the subject and are working to assess the 
different themes chosen by investors according to their regions, as well as the most striking issues. Ethnic diversity issues were 
key items on the agendas of the Annual General Meetings of major US companies in the spring of 2021, while in Europe quotas 
for women are the main diversity issue, with Germany and France addressing it with regulations. 

How do we measure the effective social contribution of a financial product? 

Impact indicators are the next Holy Grail of sustainable finance, but they presuppose a standardisation of ESG data provided by 
companies and of the social objectives that investors set themselves. Although the COVID-19 crisis has highlighted the acute-
ness of social risks, neither companies nor investors have structured a market that would offer products that invest in specific 
sectors and activities. 

While waiting for the launch of a social finance market, the attention of responsible investors should be focused on taking 
better account of social factors in ESG analysis. Novethic will dedicate a new study in early 2022 to this theme, which will focus 
on the social issues facing companies: ethnic and gender diversity, the fight against racial discrimination and social inequality, as 
well as decent wages and respect for trade union rights.
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