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Letter from our Chief Strategist of 
Impact Investing
25 years of impact investing 

The Access Capital Community Investment strategy made its first investment in June of 
1998, making June 2023 the official 25-year anniversary of the strategy’s commitment to 
impact investing. Since inception, the strategy has consistently focused on supporting 
low-to-moderate income (LMI) communities and individuals across a variety of social 
and economic themes: building wealth through homeownership, providing affordable 
rental housing, increasing access to education and healthcare, and making investments 
supporting small business and economic development.

The rationale for the founding of what was originally called Access Capital Strategies, 
LLC, began in 1995 when I participated in formulating major revisions to the Community 
Reinvestment Act (CRA). The CRA, enacted in 1977, required “financial institutions to help 
meet the credit needs of the communities in which they do business, including low- and 
moderate-income neighborhoods”1. The goal of the CRA was to provide a counterweight to 
discriminatory credit practices such as redlining that were common in the banking system 
at the time. Several revisions had been made to the CRA regulations since its inception, but 
the 1995 regulatory changes – including  the adoption of “Lending, Service and Investment” 
tests – prompted me to consider how I could create an investment strategy that would focus 
on community development by forming a secondary market for pooled CRA loans.

The vision for the strategy extended beyond simply being able to meet regulatory 
requirements. We sought to launch a strategy that would use the same government 
programs and access to the capital markets that helped build “Main Street” America to 
address some of the systemic inequities that continue to exist. As a result, the Access 
Capital Community Investment strategy launched in 1998 with the goal of expanding access 
to capital to people and communities previously underserved – in other words, an impact 
investing strategy.

As we reflect on the past 25 years and the evolution of impact investing, we would like to 
share a few observations of how the space has changed.

• Market-driven returns are key. Twenty-five years ago, most people thought of impact 
investing as a concessionary endeavor. While that belief persists in some circles, more 
and more investors are looking for market-based solutions to social and environmental 
problems, and there is growing acknowledgment that in order to have sustainable impact, 
investments need to be market-driven.

• Fintech solutions are helping. Some of the barriers around access to homeownership 
decades ago were not necessarily due to a lack of opportunity to make loans, but were 
due to the unprofitability of these loans resulting from their high transaction costs. The 
advent of fintech solutions has dramatically reduced transaction costs, making lending 
more accessible, and  provided more opportunities to structure securities to meet impact 
investors’ goals for returns and positive impact.

Ron Homer
Chief Strategist,  
Impact Investing

Ron Homer - an 
impact investing 
pioneer

1Federal Reserve Board - Community Reinvestment Act (CRA)

https://institutional.rbcgam.com/en/us/about-us/profile/ron-homer-i/detail/
https://institutional.rbcgam.com/en/us/about-us/profile/ron-homer-i/detail/
https://institutional.rbcgam.com/en/us/about-us/profile/ron-homer-i/detail/
https://www.federalreserve.gov/consumerscommunities/cra_about.htm
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• Greater emphasis on climate change. Over the past two decades we have seen an 
increase in the types of technology developed, products available, and amount of 
legislation supporting the fight against climate change. These factors have contributed 
to a significant increase in the number of opportunities for investors who are looking for 
climate change solutions.

• Deep-rooted barriers. Progress toward greater economic equity has certainly improved 
by some measures – for example, the gender pay gap is much smaller than it has been 
historically. Yet by other measures, such as homeownership, the gap between white and 
Black ownership is actually larger than it was forty years ago. And while not the sole 
contributor to wealth inequality, this disparity in homeownership is a significant factor.

• Increased awareness…but also deep politicization. Investors seem to have greater 
awareness of social and environmental concerns, and many have sought to invest in ways 
that address these persistent issues. On the other hand, there is pushback to doing so by 
some factions looking to politicize investment strategies that seek more than a financial 
return.

By and large, the changes we have seen since 1998 in the impact investing space have been 
positive. The recognition that the capital markets can be part of the solution to some of 
these longstanding systemic issues gives us hope that we can continue to increase the flow 
of capital into LMI and other underserved communities that need it most. Impact investors 
are making a significant contribution to these efforts.

However, for more benefits to come from impact and community investing, two major events 
must occur. First, mission-related financial institutions that are interested in providing 
services to specific communities need to be aggressive in obtaining access to tools that can 
be utilized for this, including risk share, 7(a) loans (the SBA’s most common loan program), 
and access to the Fed discount window. Second, fintech needs to be applied to improve 
financial literacy and access to much-needed loans. Today more than ever before, fintech 
and more specifically social media, may be used to teach would-be borrowers how to obtain 
small business loans, mortgages, and even higher education loans. Low-cost, high-reach 
technologies are key to improving access to needed funds and growing communities at the 
local level.

We are proud of our legacy in the space and we are confident that with our long-standing 
experience in this field, we can guide the next generation of impact investors. We look 
forward to seeing improvements to systemic issues such as homeownership, racial wealth 
inequality, and gender pay equity that can be made through impact and community 
investing.
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2022 in review: Impact themes
Markets in 2022 were driven largely by rising inflation and 
the subsequent aggressive actions of the Federal Reserve 
(the Fed). Rapid and substantial rate hikes created 
significant headwinds for fixed income investors over 
the course of the year, resulting in drastically negative 
returns not seen in the bond market for decades. Despite 
the uncertainty and volatility, impact investors continued 
to show support for strategies that seek both competitive 
financial returns and positive social or environmental 
impacts. Several themes persisted as high priorities for 
impact investors this year:

Diversity, Equity & Inclusion (DEI): Increasing the 
flow of capital to BIPOC communities
Many investors are motivated to address the systemic 
racial injustice and inequity experienced by Black, 
Indigenous and People of Color (BIPOC) individuals 
and communities. The racial wealth gap has persisted, 
disadvantaging BIPOC families, individuals and 
communities of economic power and prospects. 
Homeownership tends to account for a large proportion 
of American families’ wealth, but Black and Latinx 
families are significantly less likely to be homeowners. 
For example, only 44% of Black Americans owned homes 
in early 2020 while 73.7% of white Americans did, a gap 
of nearly 30 percentage points2. One significant trend 
that we have seen over the past several years is that 
large corporations are seeking to align a portion of their 
balance sheet assets with internal DEI goals. In doing so, 
corporations are able to support local communities where 
their employees, customers and suppliers live, focusing on 
specific groups like LMI individuals or underserved BIPOC 
populations. Confronting the economic disparities that 
BIPOC Americans face today will require comprehensive 
efforts that extend beyond philanthropy. Impact investing 
can be a part of the solution by leveraging the capital 
markets and deploying investment dollars to support 
upward economic mobility for underserved families.

Climate change and its disproportionate impact on 
underserved populations
Unsurprisingly, climate change has continued to wreak 
havoc on communities worldwide. In 2022 alone there 
were 66,255 fires in the United States, burning a total of 
7.5 million acres of land.3 Wildfires are responsible for 

disruptions to transportation, communications, power 
and gas services, and water supply. They can also lead to 
deterioration of air quality and animal and human health 
as well as loss of property, resources, and perhaps most 
critically, loss of life.4 And while humankind broadly is 
impacted, our most vulnerable populations bear the brunt 
of these losses. 

Paradise, California is the story of how climate risks can 
trap LMI communities in a cycle of economic instability 
– and underscores why investors may seek to invest in 
solutions that directly help these communities.

In 2018, California’s deadliest and most destructive 
wildfire (donned the Camp Fire) ravaged Paradise, 
burning down 90 percent of its structures and displacing 
up to 50,000 residents. Because of California’s affordable 
housing shortage, many of these residents were already 
economically disadvantaged – like any number of other 
LMI individuals around the country, they could afford 
housing in Paradise in large part because of the very 
climate risks threatening to take that housing away. 
What’s more, these conditions meant Paradise’s LMI 
residents couldn’t afford to self-insure, and even if they 

2White people own 86% of wealth and make up 60% of the population - USAFacts
3Annual 2022 Wildfires Report | National Centers for Environmental Information (NCEI) (noaa.gov)
4Wildfires (who.int)

Ron Homer speaks to CityWire
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More on the causes of 
wealth inequity

https://usafacts.org/articles/white-people-own-86-wealth-despite-making-60-population/?utm_source=bing&utm_medium=cpc&utm_campaign=ND-Race&msclkid=bf498e74a3261e7e0951ea5bbb35fda0
https://www.ncei.noaa.gov/access/monitoring/monthly-report/fire/202213
https://www.who.int/health-topics/wildfires/#tab=tab_2
https://institutional.rbcgam.com/en/us/research-insights/article/what-are-the-causes-of-wealth-inequality/detail
https://institutional.rbcgam.com/en/us/research-insights/article/what-are-the-causes-of-wealth-inequality/detail
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could, rising housing costs in the area meant they often 
couldn’t purchase a house with the insurance money they 
received.

As a result, large numbers of displaced residents faced 
housing instability. On the eve of the initial pandemic 
lockdown, for instance, 23% of unsheltered people in all of 
Butte County (home to Paradise and neighboring areas) 
were homeless because of the Camp Fire. 

The impact of climate change on LMI communities 
is substantial and will not be solved by any single 
approach. It will take concerted efforts from government, 
philanthropy, individuals, and the private sector. Investors 
can also be part of the solution. Fixed income investment 
strategies exist that can directly address climate change’s 
impact on communities like Paradise – rather than support 
the companies who, more often than not, are part of the 
problem. New, climate-focused investment solutions are 
out there and growing in number, and most will directly 
address climate risk and the LMI individuals who are 
most vulnerable to those risks. For us to maximize our full 
impact investing potential, investors need to sift through 
all the noise and ensure their dollars go towards the most 
meaningful solutions. Read more on this topic.

Community investing/geographic targeting
Investors continue to show interest in geographically 
targeting their impact investing dollars, a strategy often 
referred to as Community Investing. Despite record 
levels of volatility in the marketplace in 2022, interest in 
strategies with the capacity to do this type of investing 
persisted. RBC GAM believes that we can help build 
stronger communities and build portfolios of high-quality 
securities that meet investors’ needs while increasing 
the flow of capital to designated communities. Groups of 
likeminded investors who share a common goal around 
specific communities (for example community foundations 
and public entities serving a specific geography) have 
continued to band together creating Regional Impact 
Investment Collaborations. This coordinated approach 
provides an opportunity for investors to create additional 
scale by pooling assets and targeting them in the 
areas they care most about. These collaborations have 
continued to thrive at RBC GAM.

Success with regional collaborations

April 2017 February 2019 July 2020 June 2021 May 2022

Minnesota Impact
Investing Initiative
(MI3) is launched  

Philanthropy
California

Collaborative
launches

Local Impact Fixed 
Income Targeting
New Mexico (LIFT 
NM) established

MI3 crosses
$100 million in assets

Philanthropy Northwest
Collaborative is

established, supporting
6 states in the

Pacific northwest

https://institutional.rbcgam.com/en/us/research-insights/article/beyond-esg-and-green-bonds/detail/
https://institutional.rbcgam.com/en/us/campaigns/investing-for-impact/invest-in-your-community
https://institutional.rbcgam.com/documents/en/common/product/regional-impact-investing-collaborations-with-rbc-gam.PDF?language_id=1
https://institutional.rbcgam.com/documents/en/common/product/regional-impact-investing-collaborations-with-rbc-gam.PDF?language_id=1
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Impact results
By the numbers
Investments by theme across our impact strategies:

Housing and small business profiles across our impact 
strategies:

Investing in underserved communities and people

Building wealth through homeownership
100% Low-to-moderate income (LMI) borrowers
100% Fair lending standards
54% Home ownership lending in BIPOC communities

Small business and job creation5

90% Serving BIPOC neighborhoods
92% Serving LMI neighborhoods
77% BIPOC-owned
36% Women-owned

Affordable rental housing6

72% Women head-of-household
84% Located in BIPOC communities
$21.5k Average annual resident income
$507 Average monthly rent

Affordable housing investments supporting key 
stakeholders

Holdings across impact portfolios at the end of 2022 
included:

470 small businesses providing 
jobs and valuable services

Breakdown of SBA loan investments by service:

Within the RBC Access Capital Community Investment 
strategy - breakdown of the impact made across 
sectors:

1,121 home purchases made 
possible in 2022

1,964 affordable rental units 
financed in 2022

58 Small Business Association 
loans purchased in 2022

 

Impact made since inception of the RBC Access 
Capital Community Investment strategy

Low- to moderate-income home buyers 21,264

Affordable rental units 99,758

Nursing home facility beds 6,071

Rural housing 27

Rural enterprise 101

SBA loans 882

Community economic development projects 139

Community-based not-for-profit organizations 17

50% Affordable Homeownership

2% Education

5% Energy & Climate Change

4% Health & Wellness

13% Multi-Family Affordable Housing

16% Other

5% Small Business

4% Water & Sanitation

As of 12.31.22. Source: RBC Global Asset Management, Bloomberg, Federal Reserve (https://www.federalreserve.gov/boarddocs/supmanual/cch/fair_lend_over.pdf ), 
Small Business Administration, U.S. Department of Housing and Urban Development.
5Profile of all small business holdings in the RBC Impact investing strategies where data is reported.
6Figures represent the weighted average of all neighborhood residents across census tracts in which the RBC impact investing strategies’ affordable housing 
investments are located. Note: Subsidized housing resident data is only available for assisted housing subsidies under the following HUD programs: public housing, 
tenant-based, and privately owned, project-based.

23.7% Healthcare

13.2% Restaurants

11.5% Education/childcare

9.4% Construction

8.8% Grocery stores

7.6% Services

5.3% Professional services

4.2% Manufacturing

3.4% Environmental

3.2% Retail

2.2% Real estate

2.1% Home services

2.0% Fitness

1.5% Food service

1.4% Wholesale

0.5% Technology

100%
of properties 
are at least 50% 
reserved for low 
income families

80% of residents are 
BIPOC

49%
of households 
in which the 
household head 
is age 62 or older

84%
of properties are 
located in BIPOC 
communities

72%
of units are 
women-headed 
households

16%
of households 
have a family 
member with a 
disability



7 | Impact Investing Annual Report - 2022

As of 12.31.22
7Urban Institute, “Closing the Gaps, Building Black Wealth through Homeownership”, November 2020. Urban Institute calculations from Survey of Consumer Finances 1983-2016. 
8Source: Federal Reserve, Survey of Consumer Finances, 1989-2019.
9LMI – Low-to-Moderate Income; AAPI – Asian Americans and Pacific Islanders; GSE – Government-Sponsored Enterprise
10Consumer Financial Protection Bureau, “Data Point: 2019 Mortgage Market Activity Trends Report”, June 2020.
11RBC Global Asset Management and U.S. Census Bureau data. Note: Race data for the strategy uses census tract demographics as a proxy for household demographics (i.e., if a 
home is located in a tract where more than 50% of the population is BIPOC, it is categorized as a BIPOC household for reporting purposes).

Contact us for more data across all our themes – affordable home ownership, education, climate change solutions, 
health and wellness, multi-family affordable housing, supporting small business, and clean water and sanitation.

As of 12.31.22
12Source: Frequently Asked Questions About Small Business, 2021, Small Business Administration.
13RBC Global Asset Management, U.S. Census Bureau. 
14Source: Low-to-moderate income data: Federal Financial Institutions Examination Council (FFIEC), 2019 Community Reinvestment Act Data Fact Sheet; RBC GAM & U.S. 
Census Bureau. Profile of all small business holdings in the strategy where data is reported.

National homeownership profile

National homeownership rates by race/ethnicity7

These gaps have contributed to significant disparities 
in family wealth along racial lines8

  

Homeownership profile comparison

 National vs. Impact Bond strategy9

Entrepreneurship profile comparison Strategy investments in small business14

92% serve BIPOC neighborhoods

83% serve LMI neighborhoods

63% are focused on healthcare, 
childcare, and manufacturing

$2,827 

$9,567 

$7,108 

$25,000 

$70,240 

$171,700 

Family net worth
(without home

equity)

Family net worth

White Latinx Black

42.0%

48.0%

72.0%

Black

Latinx

White

Impact of investments in the RBC Impact Bond strategy as compared to the National lending statistics:

0% 20% 40% 60% 80% 100%

GSE eligible

BIPOC households

LMI households

National10 Strategy11

28.6%

100.0%

100.0%

17.2%

91.0%

69.6%

0% 10% 20% 30% 40% 50% 60%

Veteran

Women

Other BIPOC

AAPI

Indigenous

Latinx

Black 2.2%
16.0%

36.0%
5.6%

0.4%
2.0%

9.8%
17.0%

3.0%
1.7%

19.7%
50.0%

6.1%
37.4%

National12 Strategy13

https://institutional.rbcgam.com/en/us/contact/
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Preservation of Affordable Housing (POAH) – Boston, MA

 • National non-profit organization founded in 2001 that focuses 
on affordable housing preservation and development

• Mission is to preserve, create, and sustain affordable, healthy 
homes that support economic security, racial equity, and 
access to opportunity

• Developer, owner, and operator of properties in 11 states and 
DC

• Geographical portfolio is one of the most diverse among other 
rated US social housing providers (SHP)

Preservation of Affordable Housing (POAH) is a non-profit developer, owner, and operator of nearly 13,000 
affordable homes across the country. Their stated mission is to preserve, create, and sustain affordable, 
healthy homes to meet skyrocketing demand, with an emphasis on preservation. Within the United States, the 
number of units of affordable housing is not nearly enough to meet demand. While there is much discussion 
around the building of new affordable housing units, it is also important to preserve and renovate existing 
public structures to better meet the needs of the community. POAH has a special talent for this work, and 
has recently committed to renovating an old church, a former convent, and a defunct bank, enabling them to 
maintain revered historic neighborhood buildings and increase the affordable housing supply simultaneously.

Adult day care – Kansas City, MO

 • Provides compassionate and individualized care of adults 
with disabilities

• Transportation is provided to and from the center as well as to 
appointments, pharmacy, and shopping

• Services include nursing care, music therapy, fitness, and 
support groups

• Goal is to see participants thrive while avoiding unnecessary 
ER trips and delaying or avoiding being institutionalized

• 100% funded by Missouri Medicaid

• Black-owned and located in 80% BIPOC low-income tract

This small business is focused on providing adult daycare services in Kansas City, MO. Adult day care 
centers and programs provide a safe and secure setting for adults who may need supervision during the day 
due to physical or cognitive limitations. In addition to supporting a new business and job creation in this 
community, this center provides many other benefits, including providing social activity and companionship 
for participants, as well as giving primary caregivers a much-needed break from constant caregiving 
responsibilities. Services such as these help strengthen not just the families who utilize the services but are 
beneficial to communities as a whole.

Impact investment examples
At RBC GAM, we are committed to providing investors with transparency around the specific investments 
we make on their behalf. Below are a few examples of 2022 investments in our strategies across a variety of 
themes and geographies.
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National Community Renaissance – Rancho Cucamonga, CA

 • Non-profit corporation that provides high quality affordable 
housing and social services to enhance communities and 
break the cycle of generational poverty

• Currently have 77 developments

 - 7,082 units housing 30,000 residents

 - 70% are for families and 30% are for seniors

 - 73% of residents are BIPOC

• Works closely with the Hope through Housing Foundation, 
which provides services to residents and communities for 
education, healthcare, financial training, and ageing issues

• Proceeds will be used to refinance debt on specific properties, 
to buy out limited partners in some properties, and to develop 
new projects

National Community Renaissance is a non-profit affordable housing developer that is focused on building and 
creating communities as opposed to individual units. Their goal is to create a neighborhood that supports their 
residents with not only safe and affordable housing, but also with much-needed services including schooling, 
elder care, and financial literacy training. Their foundation, Hope through Housing, implements the programs 
that residents need to thrive and builds communities one family at time. The effect of these communities is 
increased neighborhood stability and a chance for residents to break the generational poverty cycle and fulfill 
their potential.

Renewable energy in Mexico

 • Financed through the US International Development Finance 
Corporation (DFC) Tres Mesas will develop, construct, own, 
and operate two (62.7 megawatts and 858 megawatts) wind 
farms in Tamaulipas, Mexico

• The farms will have 45 turbines that generate 3.3 megawatts 
each for a total of 150 megawatts

• The project includes the construction and operation of the 
farms, construction of a transmission line, internal access 
roads, substation, offices, maintenance buildings, warehouses 
and parking lots

The Tres Mesas Project is a wind energy park composed of 45 wind turbines that generate 148.5 MW. Its first 
stage was officially inaugurated in May 2017, and it is funded by the US DFC. This energy park will increase 
installed capacity of renewable energy resources, reducing demand for traditional fossil fuel-based energy 
production. Renewable energy projects, particularly wind-based, are important to the country of Mexico as 
wind energy serves as the country’s main tool for reaching its Nationally Determined Contributions (NDCs) 
under the Paris Agreement. Furthermore, these projects not only mitigate the effect of climate change but also 
contribute to the local economy by employing residents to work at the wind park.
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What’s next – 2023 and beyond
Increased scrutiny of ESG and impact strategies 
by both regulatory bodies and the public at large 
continued throughout 2022. The scrutiny has been 
warranted in many cases, with regulators finding that 
several advisors were guilty of misstating or omitting 
information about ESG investment considerations 
for certain strategies. Tackling the problem of 
greenwashing and the like should be a high priority in 
our opinion and we welcome improved clarity around 
standards and disclosures.

On the flip side, however, there has been deep 
politicization of responsible investing strategies 
with many factions attacking the merits of any and 
all strategies, regardless of facts. This has created 
a fair amount of polarization in the investment 
community and unfortunately, we expect that to 
continue throughout 2023. Stronger regulations around 
investment strategy naming conventions as well as 
clearly defined expectations for ESG and Impact 
reporting should help alleviate some of this, but it 

will take time for those rules to be implemented and 
adopted, and for the implications of these changes to 
be felt by end investors.

Lastly, while the Fed’s efforts to curb inflation in 2022 
were painful for many investors, 2023 should bring 
with it a more attractive environment for fixed income 
investors with higher current interest rates creating 
opportunity for more lucrative returns. That said, with 
volatility and uncertainty elevated (not to mention a 
potential recession on the horizon) caution and careful 
investment selection is of key importance. We believe 
security selection will be paramount as potentially 
weakening fundamentals will warrant caution. Investors 
who can adequately implement that careful approach 
while also meaningfully addressing social and 
environmental concerns should be well positioned as 
we move forward. We are grateful for the opportunity 
to serve our clients in meeting their impact investing 
goals over the past 25 years and we look forward to 
continuing to do so in the years to come.

Related resources

Commitments

Our commitments | RBC Global Asset 
Management - Institutional (rbcgam.
com)
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Our Approach  
to Climate Change

Reflecting on 2022 when it comes to all things environmental, social or governance (ESG) 
or responsible investing (RI), the conclusion probably reached by some would be ‘glass 
half full’ while for many, I suspect it would be more ‘glass half empty’.  

January, 2023

ESG Outlook 2023

“For many, it is likely that 2022 will be   
 remembered as a year of unfulfilled   
 potential and missed opportunities.”
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The optimists out there would point to the continuing 
mainstreaming of ESG into financial markets and its 
infiltration into the wider societal consciousness. Other 
positives to take would be the increased focus on how 
companies should be minimizing their impact on society  
and the environment (‘double materiality’), and not just  
on how to minimize social and environmental impacts  
on a company’s bottom line (‘single materiality’), as well as  
a greater focus on nature and biodiversity as systemic risks.  

But for many, it is likely that 2022 will be remembered as 
a year of unfulfilled potential and missed opportunities. 
The Russia/Ukraine war has resulted in an energy crisis, 
potentially hindering efforts to mitigate climate change.  
The resulting energy shock meant shifts in policies tilting 
away from energy transition and more towards energy 
security concerns when the conflict should be proof of  
the need for acceleration of net zero efforts. As such, the 
global UN conference (COP27) failed to fully live up to  
the expectations from the previous year. Additionally, we  
have seen other ESG impacts from the invasion, including  
human rights issues and rising food costs.

Combined with other factors such as the global economy 
recovering from the Covid-19 pandemic and rocketing inflation, 
resulting in a ‘cost of living’ crisis, the ‘S’ is still firmly in view. 
ESG regulations were also a significant theme for 2022, with 
attention on the challenges of ‘how’ to address the ‘what’ of 
ESG regulations from financial institutions or companies to 
ensure compliance with those already in place or preparing for 
those forthcoming. Concerns about the validity of ESG claims 
(so called ‘green-washing’) also came to the fore, feeding into 
broader scrutiny of ESG/ RI investing itself.  

Moving forward  
by looking back
A 5-year journey through  
responsible investment
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RBC Global 
Asset Management 
Climate Report 2022

2022 Responsible 
Investing Survey

BlueBay ESG 
Outlook for 2023

What’s ahead 
for Responsible 

Investment 
in 2023?

5 Year 
Responsible 

Investing 
Retrospective
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CGRI by  RBC GAM Corporate Governance and Responsible Investment team
Jan 30, 2023

As we start a new year, it is a good time to take stock of what responsible investment topics and
issues we expect investors and companies to focus on in the months ahead. While the direction of
travel on most of the issues below is clear, the speed, scale, and ways in which these issues will evolve
over time remains to be seen.

1. Climate change remains a priority, with adaptation and resilience top of mind. With the ambition to
reach net-zero by 2050 set by both scientists and governments alike , the focus through 2023 will
remain on the practical realities of implementing policies and practices in the complex geopolitical
and economic environment that we face today. In the European Union (EU) and the United Kingdom
(UK), previously established government regulations and programs will come into effect this year,
bringing with them hard questions about what approaches are most effective at driving reductions
in emissions in the real economy. At the same time, the need to adapt to changing climate patterns
and to build resilient infrastructures and communities becomes all the more important as the world
continues to experience extreme weather events like the heat waves, droughts, and Uoods
experienced in 2022. This will continue to drive the focus on climate adaptation and resilience for
governments, companies, and investors in the year ahead.

2. Nature and biodiversity move to the mainstage. In 2023, the role of nature in stabilizing climate
change and the importance of reducing biodiversity loss will move to the mainstage as
governments, regulators, and industry bodies advance key frameworks and expectations on the
topic. Guiding this work is the recently established Kunming-Montreal Global Biodiversity
Framework (GBF), which was agreed upon at the United Nations biodiversity conference (COP15)
held in December 2022. Similar in ambition to the Paris climate accord of 2015, the signing of this
framework has been called a “Paris moment for nature.” Importantly, for the _rst time, the COP15
meetings included a signi_cant focus on the role of the _nancial sectors in addressing nature-
related risks as well as enabling nature-based solutions. With nature and biodiversity _rmly on the
agenda, the focus will now be squarely on how to measure and manage nature-related risks and
biodiversity loss. This will require new data and metrics, as well as advancements in disclosure
frameworks to accelerate information sharing. As with climate change, collaborations and
partnerships will be essential for scaling and accelerating knowledge and action. Read an Investor’s
perspective on biodiversity and COP15.

3. Social issues remain at the heart of it all. Political division, rising inUation, high food prices, the
energy crisis, geopolitical tensions, and issues such as cybersecurity, corporate governance, and
climate change all have an important social dimension that can affect broader dynamics. We
believe that it is not enough for companies to simply make commitments on issues such as
diversity and inclusion, data security and privacy, and labour rights and inequality; they must also
demonstrate progress in meeting these. In 2023, we expect that discussions on Board and
management diversity will continue to expand beyond gender, and focus on racial, ethnic, or other
forms of diversity to better reUect the community a company serves. We also expect to see data
security and privacy remain top of mind as breaches pose serious risks to businesses and their
customers. Labour rights and inequality remain a priority as employees face rising costs and
economic pressures, and companies in some sectors face labour shortages. For companies and
investors, the intersection of social issues with traditional business fundamentals is expected to
prevail throughout 2023.

4. Continued focus on responsible investment terminology and transparency. The past year has seen
an increase in the scrutiny and focus on environmental, social, and governance (ESG) integration
and responsible investment more broadly. In many ways the increased attention demonstrates the
mainstreaming of ESG considerations, and opens the door for healthy and constructive
conversations; that said, the headlines have also highlighted the confusion and misunderstanding
that exists around the meaning of many responsible investment terms. This is understandable, as
there is a lack of consistent de_nitions and terminology in this space. Regulators in Canada,
the U.S., Europe, the UK), and Japan are working to promote transparency surrounding these
themes, and the industry bodies such as the International Sustainability Standards Board (ISSB) are
looking to establish common sustainability- and climate-related disclosure requirements for
companies. Until there is a global standard de_ning terminology or requirements however, it will be
important for investors to be clear, transparent, and precise in the terminology and language they
use, and to consider carefully the language that others are using when referring to ESG. In 2023, we
should all expect increased attention and focus on transparency and disclosure as investors, and
others, seek to con_rm and clarify what responsible investment approach is being used by asset
managers. Learn more about RBC Global Asset Management’s approach to responsible investment.

5. Regulation divergence and convergence. Governments across jurisdictions will continue to enact
or implement regulations in a range of ESG-related areas, using both carrots and sticks to
encourage uptake. For example, the U.S. InUation Reduction Act promises to deliver incentives
across industries to spur investment and action on climate change. In the European Union (EU), the
proposed climate border adjustment mechanism seeks to impose a cost on imports for carbon-
intensive products or those that do not meet EU standards. Disclosure regulations that apply to
companies and investors are also expected to advance in 2023. The EU sustainable _nance
disclosure regulation (SFDR) comes into effect in 2023, and the corporate sustainability reporting
directive will be in effect the following year. We also expect to see the U.S. Security Exchange
Commission (SEC) _nalize their rule on climate-related disclosures this year, and the International
Sustainability Standards Board (ISSB) to publish global sustainability- and climate-related
standards. In addition to disclosure regulations, regulators are also focused on establishing ESG
investment product labelling rules, with the EU, UK, U.S., Canada, and Japan all passing or
proposing changes in this area. While there are commonalities in approaches across regions, there
are also clear differences. In their current iterations, de_nitions and requirements lack consistency
in meanings and approaches, which risks sowing confusion among investors. While it remains to
be seen how these various regulations will evolve, we expect that ESG-related regulations will
continue to be introduced. As the complexity of meeting regulations grows, so too will the need for
clear guidance, consistent standards, and high-quality ESG data.
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