Impact Investing at
Laird Norton Wealth Management
Q&A with Gino Perrina and Jeanne Goussev
There is no single way to define impact investing, which over the decades has
been known by many different names, including socially responsible investing
(SRI) and ESG (Environmental, Social, Governance) investing. Regardless of
the name, the goal is the same: To align your investments with what you value
and what you think would benefit society. How do you start? To get specifics
on how we partner with our clients to create impact with their portfolios, we
sat down with LNWM’s Chief Investment Officer Gino Perrina and Jeanne
Goussev, LNWM Managing Director of Fiduciary Services.
Gino Perrina, Ph.D., CFA®
Gino is LNWM's Chief
Investment Officer and
has close to 20 years of
experience in investment
analysis, strategy and risk
management.

Q: If someone wants to align at least some of their investment portfolio
with their values, how do they start?
Jeanne: When we start to talk to clients about their investment needs and
expectations in context of their values, we often refer to what we call the
spectrum of investing (see below). On one end of the spectrum is traditional
market investing, with return as the primary driver. Way over on the other
end of the spectrum is philanthropy, where social good is the driver. Impact
investing is the expanding area in between, where we help clients continue to
invest for growth while also investing in the types of companies that align with
their values.
Keep in mind that impact investing does not replace philanthropy, and many
of our clients do both; it becomes another lever for doing social good with
one’s assets.
Impact

Jeanne Goussev, JD, CTFA
Jeanne is managing director
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Gino: First, it's important to define what we mean by impact
investing. It's investing in companies, funds and projects to
generate both a measurable social benefit and a financial
return. It’s an established but evolving phenomenon whereby
ESG investors play a role in influencing, when possible, structural
changes in corporate citizenship domestically and abroad.
How do we help our clients get started? Often, we start by
showing clients how their existing portfolios rate on a variety of
Environmental, Social and Governance (ESG) factors (see box at
right). By putting an ESG overlay on an existing portfolio, clients
can see what they own in context of what is important to them.
This report card, if you will, can act as a baseline for discussion.
It can open up conversations on different ways to have an impact.

Q: What are those different ways?
Gino: There are basically four major approaches to impact
investing, and they are not mutually exclusive. In practice, to
achieve each client’s objectives we use a combination of these
approaches implemented through a variety of investment vehicles:
1. Exclusionary screening, which is basically “do no evil,”
in which we work with fund managers to avoid companies
that do not meet certain criteria (carbon emissions,
gambling, etc.).

ESG Impact
Common non-financial factors
used to evaluate and rank
companies and projects:
Environmental
• Carbon emissions
• Renewable energy use
• Pollution/waste
• Sustainability initiatives
• Natural resource use
Social
• Worker health and safety
• Workforce diversity
• Gender pay equity
• Privacy/data security
• Community outreach
Governance
• Board structure and diversity
• Executive pay
• Anti-bribery/corruption
• Political lobbying/donations

• Tax strategy
2. Positive screening (“do good”), whereby we include
managers who invest in companies that rate highly on ESG
factors (see box at right). Typically, these funds are either
best-in-class relative to their peers or have some thematic
approach to solving ESG challenges by investing in targeted companies and/or targeted market
segments, such as alternative energy solutions.

3. Direct investments in the private markets — either equity or debt – in projects created to
address a specifc social or environmental need, such as clean energy or affordable housing. For
instance, we have a Renewable Power Fund (now closed to new investment) that participates in
renewable energy projects with quantifiable impact around the globe.
4. Activism, whereby you as a shareholder can try to impact the behavior of specific public
companies through proxy voting or by initiating/supporting shareholder proposals. Starting this
year, the SEC seems to be taking a more passive stance on public companies’ opposition to
shareholder proposals, increasing the efforts required by advocacy groups.

Q: How do you help people decide how much to commit to impact investing?
Jeanne: This is a difficult question as it depends on each client's unique circumstances —their liquidity
needs, time horizon, level of interest. We first work with each client to see how impact investing fits
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into their specific portfolio, and how this would affect their investment priorities. Many clients have
specific return requirements. Clients who are foundations, for example, usually have mandatory payout
rates of 5% annually (plus inflation), so we tend to aim for market-like returns when making impact
investments. Other clients tell us: I want maximum impact and don’t care as much about return. In
those cases, we can propose a wider range of options.
Usually, it's an incremental process. Most clients who take the first step into impact investing like
the intentionality of it, and from there it usually builds. For instance, a portfolio that is free of fossil
fuels is a big first step. Then clients often say, “I want to do more.” Next steps could be a positivescreen portfolio that includes ESG funds with an emphasis on the issues they care about, and even
further, direct investment in private funds that target specific issues, such as renewable energy or
affordable housing.
In the trusts we manage, especially multi-generational ones, the clients who set up the trust
can specify that they want us, the trustee, to prioritize impact investing and ESG, and we have
conversations about how to do that.
Gino: In impact investing, you are investing for both return and impact. Usually, the higher the impact,
the more of a focus on certain investments and sectors, and the lower the diversification. This can
increase risk and affect potential return. So we advise clients on what the trade-offs are and how
impact investments are likely to alter the risk/return profiles of their portfolios.

Q: Can you give us an example of how screening works?
Gino: Depending on the client, we may implement a negative screening strategy, whereby certain
companies or industries are removed as possible investments. Or we can use a strategy known as
integration, whereby companies that score highly on desired ESG attributes get more weight than
those that score low. An investor can still have exposure to a certain sector, but that exposure will be
in companies that meet certain criteria.

Carbon Intensity of S&P 500 Companies by Sector
Tons of carbon dioxide emitted per $1 million in revenue
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For example, the average carbon intensity of all companies in the S&P 500 is roughly 190 tons of
carbon dioxide per $1 million in revenue, but this varies considerably by sector. The highest carbon
emissions are concentrated in utilities, materials and energy (see chart on the previous page).
By eliminating most of the companies with high carbon intensity (say those with more than 500 tons
of carbon emissions per $1 million in revenue), it is possible to create a portfolo with greatly lower
levels of carbon intensity (in the range of 70% less) yet which still closely tracks the S&P 500.

Q: What are your criteria for impact investments?
Gino: Our framework for impact investing is grounded in
the same well-proven investment principles we use for all
our portfolios: Asset allocation is a key driver of return,
diversification is key to limiting risk, and due diligence is
imperative. These things do not change when we invest
for impact.

We are as rigorous,
perhaps even more so,
in doing due diligence
on impact investments

We are as rigorous, perhaps even more so, when doing due diligence on impact investments. Here,
evaluating success goes beyond the traditional measures, risk and return. With clients, I often refer
to this as the "utility of return" – the combination of financial return and social value of an investment.
Defining utility for each of our clients helps define the appropriate strategy.
In doing due diligence, we sometimes come across impact investments whose managers attempt to
use the ESG mantra to justify lower rates of return, or what I call "access cheap capital." Of course,
there are instances when the social good from an investment might well justify a lower rate of return.
However, we begin every diligence process with the premise that an investor does not have to give up
return, and that the potential return on any investment should justify the risk.

Q: How do you evaluate publicly available ESG funds?
Gino: Be it an ESG index fund or an actively managed fund, we look to see which ESG ratings the
fund managers are using, and how they integrate those factors into their investment process. There
are now at least four major commercially available ESG ratings services, in addition to internally
developed databases, that managers use to evaluate companies and other investments.
The ESG ratings services have an incentive to differentiate their ratings and methodologies; otherwise
just one rating service would suffice. We point out those rating differences as much as possible to
clients, as well as what they’re based on. For instance, a fossil-fuel-free fund might include oil and gas
pipelines (but not producers) and still make it into a fund. We really do dig down into the ESG ratings
systems and the actual holdings of our asset managers to make sure they are doing what they claim
to be doing, and that this aligns with the kind of impact our clients want to prioritize.

Q: For ESG funds that are actively managed (not passive index funds) how do the managers
actually apply ESG ratings to make investment decisions?
Gino: Of the three impact areas – Environmental, Social and Governance – governance is the least
ambiguous partly because it is more narrowly focused (preventing self-dealing, conflicts of interest,
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etc.), and good governance is something that pretty much all asset managers agree is necessary for
a company to function and perform well.
Social factors are the most difficult to apply because they are the least regulated and wide-ranging –
from gender pay equality, to workforce diversity, to community outreach and volunteerism. So
selection here is more nuanced and subjective, as each manager has their own approach to
addressing various social issues.
Environmental falls somewhere in between. For the most part, environmental ratings steer ESG
managers to invest more in industries like technology, which is inherently less polluting than say
utilities. In the past decade, technology has been a great sector in terms of earnings growth and
stock price performance, and so the tech overweight by ESG funds has proven quite beneficial.
Additionally, new technology is helping companies address various environmental issues, thereby
providing ESG managers with more investment options. For example, ESG managers can invest in
utility and energy companies that get much or most of their energy mix from renewable sources, as
opposed to avoiding these industries altogether.

Q: How can a family implement impact investing if individuals differ on if or how to do it?
Jeanne: Members of the same family can
have different values and objectives when it
comes to impact investing. This opens up a
conversation that we facilitate by showing
what is possible and how to get started
incrementally. Talking about impact is a great
way to share ideas and knowledge and get
younger people interested in managing money
because they can see how their values are
able to align with their portfolio design. The
stories that come from the investments they
hold cannot help but draw them in when that
alignment exists.

Q: What is the future of impact investing?

Growth in Sustainable Investing Assets ($ Billions)
Region

2016

2018

Europe

$12,040

$14,075

$8,723

$11,995

$474

$2,180

$1,086

$1,699

$516

$734

$22,890

$30,683

United States
Japan
Canada
Australia / New Zealand
Total

Note: Asset values are expressed in billions of US dollars. All 2016 assets
are converted to US dollars at the exchange rates as of year-end 2015.
All 2018 assets are converted to US dollars at the exchange rates at the
time of reporting.

Data Source: Global Sustainable Investment Alliance.

Gino: I think more and more asset managers will incorporate ESG criteria into their investment
process. Here at LNWM, we are expanding our ability to propose new direct impact investments to
clients, since there are now many more targeted options with quantifiable impact. We continue to
seek out ESG funds in areas that are more challenging but very important from an ESG perspective,
such as emerging markets, and to educate our clients about impact, because the tools and
possibilities are constantly evolving.
Jeanne: I think impact and ESG investing will continue to grow in appeal, getting more people, and
especially younger generations, to pay attention to their investments and adding to the standards
by which we measure success, or what Gino would call utility. Impact investing is a sea change
happening in our lifetimes, and it’s exciting to be part of it. ◘
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About the Authors
Gino Perrina, Ph.D., CFA® is the Chief Investment Officer at Laird Norton Wealth Management and has more than 15 years of experience in
investment analysis, strategy and risk management. Prior to joining LNWM in November 2015, Gino was a Managing Director at BlackRock
Inc. in New York City, responsible for managing risk in the firm’s alternative asset portfolios (+$100 billion in total investment). He was also
Managing Director of Research and Risk Management at BlackRock Alternative Advisors (2006 to 2010), Head of Fixed Income Research at
Russell Investments (2010 to 2012) and a fixed income analyst and portfolio manager at Microsoft and IAC/InterActive Corp.
Jeanne Goussev, JD, CTFA is managing director of fiduciary services at Laird Norton Wealth Management. Bringing to her work nearly two
decades of experience in trusts and wealth planning, Jeanne oversees LNWM’s fiduciary team and manages our largest trust relationships.
She is frequently sought out for her expertise on a wide variety of estate, philanthropic and tax planning matters. She is passionate about
working at LNWM and the alignment between advising multiple generations within families on behalf of a firm that has been family owned for
more than 50 years.

About Laird Norton Wealth Management
With nearly $5 billion in assets under advisement, Laird Norton Wealth Management is the Northwest’s premier wealth management
company. Founded in 1967 to serve the financial management needs of the Laird and Norton families, the firm now provides integrated
wealth management solutions to more than 600 individuals, families, business leaders, private foundations and nonprofit organizations.

Disclosure
All investments involve a level of risk, and past performance is not a guarantee of future investment results. The value of investments and the
income derived from them can go down as well as up. Future returns are not guaranteed and a loss of principal may occur. All investment
performance can be affected by general economic conditions and the extent and timing of investor participation in both the equity and fixed
income markets. Fees charged by LNWM will reduce the net performance of the investment portfolio.
The information presented herein does not constitute and should not be construed as legal advice or as an offer to buy or sell any
investment product or service. Any opinions or investment planning solutions herein described may not be suitable for all investors nor apply
to all situations. All opinions expressed are those of Laird Norton Wealth Management and are current only as of the date appearing on this
material.
Any accounting, business or tax advice contained in this presentation (or communication, including attachments and enclosures) is not
intended as a thorough, in-depth analysis of specific issues, nor a substitute for a formal opinion, nor is it sufficient to avoid tax-related
penalties.
Some investments may not be publicly traded and they may only allow redemptions at certain times conditioned on various notice provisions
and other factors as more fully described in the related offering and subscription documents provided at the time of the investment. Due
to the nature of these types of investment funds, hedge funds, fund of funds, and similar partnership-like investment vehicles, they should
be considered illiquid. In addition to restrictions on redemption, they often include holdback provisions that may delay a full redemption for
several months or longer. There is no guarantee that the amount of the initial investment can be received upon redemption. Due to the nature
of the tax reporting that may be available from these types of investments, clients should expect to extend the filing of their tax returns.
A benchmark is an unmanaged index, and its performance does not include any advisory fees, transaction costs or other charges that
may be incurred in connection with your investments. Indices are statistical composites and are shown for informational purposes only. It is
not possible to invest directly in an index. Indices are unmanaged and are not subject to management fees. Any benchmark whose return
is shown for comparison purposes may include different holdings, a different number of holdings, and a different degree of investment in
individual securities, industries or economic sectors than the investments and/or investment accounts to which it is compared. Comparisons
of individual account or portfolio performance to an index or benchmark composed of indices are unreliable as indicators of future
performance of an actual account or portfolio. Actual performance presented represents past performance net of investment management
fees unless otherwise noted. Other fees, such as custodial fees or transaction related fees may not be reflected in the actual performance
results shown.
Certain information herein has been obtained from public third party data sources, outside funds and investment managers. Although we
believe this information to be reliable, no representation or warranty, expressed or implied, is made, and no liability is accepted by Laird
Norton Wealth Management or any of its officers, agents or affiliates as to the accuracy, completeness or correctness of the information
herein contained. In addition, due to the nature of an investment or the date of the creation of the attached presentation, some values shown
or used in the calculation of performance may be based on estimates that are subject to change.
All data presented is current only as of the date thereon shown. Laird Norton Wealth Management is comprised of two distinct entities
that may offer similar services to clients. Laird Norton Trust Company is a State of Washington chartered trust company. Its wholly owned
subsidiary, Laird Norton Tyee Asset Strategies, LLC, is an Investment Advisor registered with the Securities and Exchange Commission.
Such registration does not imply any level of skill or expertise.
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