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The Role of Impact Investing in a Portfolio

ALTERNATIVE CAPITAL MARKETS

Sustainable investing consists of a variety of investment approaches one can apply across a multi-asset
class portfolio, the primary ones being values alignment, environmental, social and governance (ESG)
integration, and impact investing. Where values alignment and ESG integration have historically applied to
the public markets, impact investing is most often applied to the private markets.

Impact investing focuses on providing capital to businesses where impact and financial outcomes are
aligned and measurable. Impact strategies span across private market sub-asset classes, allowing investors
to bring together their values with their investment goals. Through impact investing in alternatives, investors
can allocate to sustainable themes in a way that drives market-rate returns.
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Why incorporate impact investments in private market portfolios?

Impact investing provides the opportunity to both make meaningful environmental or social impact and
generate market-rate performance within portfolios.

Meaningful 
Impact

Market-Rate 
Performance

As the alternatives industry continues to grow, impact investing can provide the
capital required to tackle complex climate transition and social challenges across
global communities. Reaching federal and corporate goals of net zero by 2050 may
require an incremental $3.5 trillion per year in decarbonization capex, which
represents one-third of current private markets AUM1. Heightened social tensions
within communities are further fueled by the dispersion of socioeconomic status.
This significant opportunity for deployment combined with limited dry powder
(committed but unallocated capital) in the space allows private capital to drive
impact goals.

Investors who allocate to impact investing have seen tangible results, with 99% of
impact investors saying their investments meet or exceed their impact
expectations2.

Impact investing provides the potential for alpha generation versus the public
markets, particularly as the number of offerings and managers in this space
expands across sustainability themes. Impact private equity deal activity has grown
rapidly, at 16% per annum from 2016 through March 2022 compared with 12% for
private equity overall1.

Research from the Global Impact Investing Network (GIIN) concluded that market-
rate returns are achievable across private equity, private credit and real assets
impact investing3. In addition, recent surveying showed approximately 90% of
impact investors stated their portfolios meet or exceed their return expectations2.



Private Wealth Management |

Implementing Impact
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In line with traditional alternative investments, impact investments can be in each asset class in the private
markets:

Private Equity Private Credit Private Real Estate Infrastructure

• Strategies investing in 
companies through 
venture, growth equity 
and buyout, often 
skewed earlier given 
the maturity of 
sustainable solutions 
and technologies

• Strategies lending to 
companies specifically 
aligned to an impact 
theme or financing of 
renewable  
infrastructure

• Strategies investing in 
economic 
development, 
affordable housing, 
green buildings, 
sustainable land and 
forestry management

• Strategies investing in 
assets supporting 
energy transition, low 
carbon supply chains 
and digitization 
themes

How do I start investing with impact?

These asset classes should mirror the impact investor’s broader portfolio targets, with impact being a
thematic overlay at the strategy level. Investors can consider their desired risk-adjusted, market-rate return
alongside climate transition (environmental) and / or inclusive growth (social) objectives.

Commingled – broad exposure to multiple managers in a single fund, often across multiple 
themes

Single Manager – more selective exposure, often to a single theme or small subset of themes

Direct Investments – single company exposure, providing opportunity to double down on 
high-conviction themes

Understanding that investors have varying investment and impact goals, there are options for
implementing impact investing within a private asset allocation, each with a varying degree of
diversification:

Equity Investment in an 
Electric Vehicle Battery 

Manufacturer

Senior Loan to Solar 
and Storage Assets 

Developer

Investment in an 
Affordable Housing 

Complex

Acquisition of Utility-
Scale Wind and Solar 

Platform

Illustrative Examples
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Climate Transition
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A focus on environmental themes

ALTERNATIVE CAPITAL MARKETS

Clean Energy
Assists in the global migration from natural resources to domestically available renewable
powers

Investment opportunities include: renewable energy generation, such as solar and wind,
energy efficiency solutions, including batteries, as well as grid services and maintenance

Example Impact Metrics

• Greenhouse gas (GHG) 
emissions avoided 
(metric tons)

• Water usage reduced 
(liters)

Reduce carbon 
emissions 

contributing to 
climate change

Invest in electric 
vehicle charging 
infrastructure to 

increase 
accessibility of 

electric vehicles

Reduce carbon emissions 
associated with transportation

Generate revenue as electric 
vehicle penetration increases

Objective Investment Dual Outcome

Sustainable Transport
Companies and infrastructure that enable more efficient and equitable transportation of
people and goods to reduce emissions and mitigate climate change

Investment opportunities include: electric vehicles and corresponding infrastructure,
shared-commute platforms, and autonomous and connected vehicle development

Example Impact Metrics

• GHG emissions avoided 
(metric tons)

• Cars off the road (#)

Sustainable Food & Agriculture
Seeks to increase food security while decreasing GHG emissions and water usage
associated with food and agriculture production

Investment opportunities include: organic farmland transition, sustainable supply chain,
water management, and alternative proteins

Example Impact Metrics

• Water conserved 
(metric tons)

• Sustainable food 
produced

Waste & Materials
Focuses on a circular economy through the production, transportation, use, and disposal of
goods in a way that allows reuse

Investment opportunities include: waste management solutions, sustainable material
development, and efficiency technology development

Example Impact Metrics

• Waste reduced (tons)
• Water conserved (liters)
• Increased recycling / 

reuse (%)

Ecosystem Services
Sustainable management of ecologically sensitive land to improve environmental, ecological
and economic outcomes

Investment opportunities include: sustainable management of forests and agriculture,
including those that generate carbon credits

Example Impact Metrics

• Climate regulation
• Carbon storage
• Decomposition

Investment opportunity examples and metrics provided are not inclusive of all investment opportunities and metrics in each 
particular theme. Dual outcome investment example is illustrative.
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Inclusive Growth

Accessible & Affordable Education
Focuses on increasing access to quality and affordable education to reduce economic,
social, and financial inequalities at both individual and community levels

Investment opportunities include: online learning companies, college affordability solutions,
school management systems, and workforce skills training

Example Impact Metrics

• Job placement rate (%)
• User reach (#)
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Accessible & Innovative Healthcare
Seeks to improve efficiency and quality of care and reduce costs in current healthcare
systems

Investment opportunities include: digital health platforms and tools, medical devices,
certain life sciences, care coordination, and infrastructure

Example Impact Metrics

• Average patient savings 
($)

• Reduction of in-patient 
time (hours)

Financial Inclusion
Addresses accessibility to affordable financial services for low- and moderate-income
households and small businesses to provide financial stability and improve financial health

Investment opportunities include: FinTech products, financial services, and extension of
affordable credit

Example Impact Metrics

• Jobs created (#)
• Average customer 

savings ($)

Housing & Communities
Investment into historically underserved communities, including low-income neighborhoods
and majority-minority communities

Investment opportunities include: opportunity zone funds, strategies focused on affordable
housing, and sustainable housing technologies

Example Impact Metrics

• Capital committed to 
underserved 
communities ($)

• Affordable & workforce 
housing developed 
(units)

A focus on social themes

Improve patient 
outcomes and 

reduce healthcare 
costs

Invest in a 
prescription digital 

therapeutic for 
cancer patients

Treat more patients with cancer-
related depression and anxiety 
at lower cost

Generate return on growth capital 
by capitalizing on the adoption of 
digital medicine

Objective Investment Dual Outcome

Investment opportunity examples and metrics provided are not inclusive of all investment opportunities and metrics in each 
particular theme. Dual outcome investment example is illustrative.
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What’s Next for Impact Investing

In line with the broader sustainable investing space, we believe impact investing momentum will persist as
investor appetite grows and the breadth of offerings continue to evolve. We believe the following
tailwinds will support innovation and investment opportunity among impact-oriented managers:

Governments and corporations continue to set and accelerate sustainability goals. In 2019,
net-zero pledges covered just 16% of the global economy, and by 2021, nearly 70% of the
global economy was committed to net-zero by 2050.4

Supportive regulatory policies and initiatives are in motion. The recent passage of the U.S.
Inflation Reduction Act provides $369 billion in funding for climate-related initiatives,
representing the U.S. government’s commitment to global decarbonization.5

The public sector alone cannot meet the capital requirements proposed by global
sustainability targets. The world needs $6 trillion per year of investment in the 2020s, up $2.8
trillion from the 2016-20 average capital expenditure to meet 2030 net-zero, infrastructure
and clean water goals; Goldman Sachs Global Investment Research estimates the private
sector will contribute $0.9 trillion of that “green capex” gap.6

In addition to the capital flowing into impact investing, the number of firms incorporating ESG
into their private investment approach is also increasing. Integration strategies proactively
evaluate ESG factors or themes as part of an investment process with the objective of
outperforming a benchmark. In 2021, fundraising by GPs with formal, firm-level ESG policies
increased to $630 billion, representing over half of total fundraising for the second year in a
row1, widening the scope of access for investors looking to incorporate ESG into their private
markets portfolios.

If you would like to discuss impact investing further, please reach out to your Goldman Sachs team.
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1: McKinsey & Company, Private Markets Rally to New Heights. March 2022.

2: Hand et al., 2020 Annual Impact Investor Survey

3. GIIN, Evidence on the Financial Performance of Impact Investments. November 2017.

4. Science Based Targets, The Net-Zero Standard. July 2021.

5. CNBC, Inflation Reduction Act could curb climate damages. August 2022.

6. GIR, Green Capex Report. October 2021.

General Disclosure 

This material is provided for informational purposes only and should not be construed as investment advice or an offer or solicitation 
to buy or sell securities. This material is not intended to be used as a general guide to investing, or as a source of any specific 
investment recommendations, and makes no implied or express recommendations concerning the manner in which any client’s 
account should or would be handled, as appropriate investment strategies depend upon the client’s investment objectives. The 
portfolio risk management process includes an effort to monitor and manage risk, but does not imply low risk. 

Past performance does not guarantee future results, which may vary. The value of investments and the income derived from 
investments will fluctuate and can go down as well as up. A loss of principal may occur. 

This material contains information that discusses general market activity, industry or sector trends, or other broad-based economic, 
market or political conditions. It also pertains to past performance or is the basis for previously-made discretionary investment 
decisions. This information should not be construed as a current recommendation, research or investment advice. It should not be
assumed that any investment decisions shown will prove to be profitable, or that any investment decisions made in the future will be 
profitable or will equal the performance of investments discussed herein. Any mention of an investment decision is intended only to 
illustrate our investment approach and/or strategy, and is not indicative of the performance of our strategy as a whole. Any such 
illustration is not necessarily representative of other investment decisions. 

This overview is strictly confidential and may not be reproduced or provided, in whole or in part, to any other party without the 
express written consent of Goldman, Sachs & Co., and should be returned upon the request of Goldman, Sachs & Co. The 
information contained herein (i) includes (or is based in par t on) projections, valuations, estimates, and other financial data 
concerning MD VIII PE Access and (ii) has been prepared internally by Goldman Sachs and has not been verified by third party 
sources. This information should not be relied upon for the purpose of investing in current or any future product, or for evaluating any 
existing investment you may have in a Goldman Sachs product, or for any other purpose. 

Any information herein regarding investment returns is merely estimated and should not be considered indicative of the actual
returns that may be realized by a Goldman Sachs investment product or predictive of the performance of an investment. Further, the 
information contained herein includes observations and/or assumptions and involves significant elements of subjective judgment and 
analysis. 

No representations are made as to the accuracy of such observations and assumptions and there can be no assurances that actual 
events will not differ materially from those assumed. In the event any of the assumptions used in this presentation do not prove to be 
true, results are likely to vary substantially from those discussed herein. Opinions expressed are current opinions as of the date 
appearing in this material only. This presentation is for informational purposes only with respect to certain investment products that 
Goldman, Sachs & Co. may offer in the future. It does not constitute an offer to sell or a solicitation of an offer to buy an interest in 
any Goldman, Sachs & Co. product to any person in any jurisdiction in which such offer or solicitation is not authorized or to any 
person to whom it would be unlawful to make such offer or solicitation. Any such offering will be made only in accordance with the 
terms and conditions set forth in a private placement memorandum pertaining to any such product. 

Investors are urged to consult with their financial advisors before buying or selling any securities. The material provided herein is for 
informational purposes only. It does not constitute an offer to sell or a solicitation of an offer to buy any securities relating to any of 
the products referenced herein, notwithstanding that any such securities may be currently being offered to others. Any such offering 
will be made only in accordance with the terms and conditions set forth in the offering documents pertaining to such Fund. Prior to 
investing, investors are strongly urged to review carefully all of the offering documents. 

Endnotes
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General Disclosure 

No person has been authorized to give any information or to make any representation, warranty, statement or assurance not 
contained in the offering documents. THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION 
WHERE OR TO ANY PERSON TO WHOM IT WOULD BE UNAUTHORIZED OR UNLAWFUL TO DO SO. 

This material is provided for informational purposes only and should not be construed as investment advice or an offer or solicitation 
to buy or sell securities. This material is not intended to be used as a general guide to investing, or as a source of any specific 
investment recommendations, and makes no implied or express recommendations concerning the manner in which any client’s 
account should or would be handled, as appropriate investment strategies depend upon the client’s investment objectives. Although 
certain information has been obtained from sources believed to be reliable, we do not guarantee its accuracy, completeness or
fairness. We have relied upon and assumed without independent verification, the accuracy and completeness of all information 
available from public sources. 

Conflicts of Interest 

There may be conflicts of interest relating to the Alternative Investment and its service providers, including Goldman Sachs and its 
affiliates. These activities and interests include potential multiple advisory, transactional and other interests in securities and 
instruments that may be purchased or sold by the Alternative Investment. These are considerations of which investors should be 
aware and additional information relating to these conflicts is set forth in the offering materials for the Alternative Investment.

Materials that discuss alternative investment products are generally intended for recipients who qualify as Accredited Investors and 
Qualified Purchasers (as defined in the Securities Act of 1933).  GS&Co. takes into consideration client suitability, eligibility, and 
sophistication when distributing marketing materials and not all marketing materials are appropriate for all GS clients. Distribution of 
this material is premised on the reasonable belief that the recipient has sufficient financial expertise and/or access to resources to 
independently analyze the information presented. If you do not believe you meet this criteria, please disregard and contact your
advisor.

© 2022 Goldman Sachs. All rights reserved. 

Endnotes

ALTERNATIVE CAPITAL MARKETS 7


	The Role of Impact Investing in a Portfolio
	Implementing Impact
	Climate Transition
	Inclusive Growth
	What’s Next for Impact Investing
	Slide Number 6
	Slide Number 7

