
This is still a small number compared to 
the global impact investing market of over 
USD 1.5 trillion2 but further growth in Japan 
is likely due to government led initiatives 
promoting impact investing, heightened 
urgency to address social and environmental 
issues, and stakeholder expectations.

1  GSG-NAB, 2024
2  GIIN, 2024

�Impact Creation 
and Investment 
Trends in Japan

Demand for impact investing in Japan is rising, with 84% of institutional investors 
planning to increase impact investing in the future, according to a new survey 
by the Global Steering Group for Impact Investment, National Advisory Board 
Japan (GSG-NAB Japan)1. This is against a background of strong growth during 
2023, when AUM increased to JPY11.5 trillion (USD 72 billion)–almost double the 
previous year1. 

Source: GSG-NAB Japan FY2023
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3  What you need to know about impact investing - The GIIN.
4  Linklaters on Japan FSA’s “Draft Basic Guidelines on Impact Investment”

What is impact investing? 
Impact Investing in a global context and in Japan 
In a global context, impact investing is an investment 
strategy “made with the intention to generate positive, 
measurable social and/or environmental impact 

alongside a financial return”3. It is one of several 
approaches within sustainable investing, sitting 
alongside restriction screening and ESG integration. 

In Japan, the Financial Services Agency (FSA) defines 
impact investing as an investment that intends to 
realize social or environmental impact, at the same 
time to secure financial return, regardless of investees, 
investors, or asset classes. It is aiming to incorporate a 
broad range of impact investments without limiting the 
scope, to encourage development in both private and 
public markets for mainstreaming sustainability impact 
considerations in investments4. 

As a result, while impact investing in Japan aligns  
with the global goals of generating positive social  

and environmental impact alongside financial 
returns, the focus areas, investment strategies, and 
measurement frameworks may differ from those 
in the US and Europe. This could mean that certain 
investments that are considered impactful in Japan may 
not always meet the exact criteria for impact investing 
in other regions. As the global impact investing market 
matures, we would expect increasing collaboration and 
alignment, but some regional distinctions may persist.

Source: Global Sustainability Office, Morgan Stanley, 2024

Range of Sustainable Investing  
Approaches / Tools

RESTRICTION  
SCREENING

ENVIRONMENTAL, 
SOCIAL AND GOVERNANCE 

(ESG INTEGRATION)
IMPACT INVESTING

Investment products that  

seek to limit exposure to  

certain issuers, products 

or activities based on 

client criteria or regulatory 

requirements

Investment products  

that consider ESG criteria 

alongside financial analysis 

but do not seek to deliver an 

explicit Sustainable outcome

Investment products  

designed to support positive 

sustainable outcomes or 

solutions, including the 

transition to a  

low-carbon economy

https://thegiin.org/publication/post/about-impact-investing/#what-is-impact-investing
https://sustainablefutures.linklaters.com/post/102imue/japans-fsa-publishes-draft-basic-guidelines-on-impact-investment
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Definition and frameworks of impact investing 
Various organizations, such as the Global Impact 
Investing Network (GIIN), the Japan Social Innovation 
and Investment Foundation (JSIIF), and Japan 
Sustainable Investment Forum (JSIF) have contributed to 
the understanding and development of impact investing 

by providing definitions and frameworks that guide 
investors. These frameworks could also inform how 
other stakeholders, such as corporates, communicate 
their strategy and goals.

5  JSIIF: Impact Investing
6  JSIF: Definition of Impact Investing

Organization
2023 Impact 
Investing  
AUM $

Definition Returns Asset Classes

GIIN2 $1.5 trillion+ in 
global assets

Generate positive, 
measurable social  
and environmental 
impact alongside a 
financial return.

Impact needs to 
be intentional and 
measurable.

A broad range from 
below-market to 
market-rate returns.

Various including cash 
equivalents, fixed 
income, venture capital 
and private equity.

JSIIF5 $115 billion+ in 
Japanese assets

Aims to generate 
simultaneous social  
and economic  
impacts alongside 
financial returns.

Requires IMM.

Risk-adjusted 
financial returns that 
are commensurate 
with the level of 
impact and market 
conditions.

Various instruments 
that support 
sustainable 
infrastructure, 
renewable energy, and 
other sectors aligned 
with Japan’s SDGs.

AUM reported includes 
stocks and bonds,  
lending, and leasing,  
but excludes 
donations, grants, and 
subsidies. 

JSIF6 $10 billion+ in 
Japanese assets

Contributes to the 
improvement of the 
environment and/
or society focusing 
on Japan through 
investment.

Requires theory  
of change. 

Impact needs to be 
assessed, monitored, 
and disclosed.

Appropriate  
risk–return pursued 
over the medium 
to long term, based 
on the definition 
of impact finance 
provided by the 
Ministry of the 
Environment’s  
Positive Impact 
Finance Task Force.

Primarily focuses 
on equity and debt 
investments in  
sectors like clean 
energy, healthcare,  
and social 
infrastructure, often 
with a local  
impact focus.

https://www.siif.or.jp/en/strategy/impact_investment/?nstoken=7SOY%2FFbMog3%2FTQb%2FLdUXz8kbPMP4wnAZLmaTwIfEk7gHkThOMV%2F%2Bf9OfldJ1%2F3qCpVCz553MfaZVufU6LzbMwuSBb5AcqD75epsIJquRWUQdk9i0Nuq8JBjmZUk0JEWkEfP6zVRG7koJMlO3vWYZRn8TC8FWBO60XHhd7n%2BzsNJN6JAqIZ0Yz4B3jdx9HMTGgEtiwn4QIxrkug4C6QhzeeH4Q6AwrDUuOEsYp1AfTmH8VGfCngsO2f3F4x%2BizT0wX6WwVh5RMCgqv3%2FM1tOvfPWg3%2BEHLI2hGc3hgqQbYGbrSLnz4vEbOqFrMV94%2FIKZ%2F2au34MUjEiua8zOmbdPJyIY5oNsrJL9qkxbcrejiCtlTZOl5n6AFHv5oPqHeuWUmbzBQd8bTBr7UDz%2Fp6tqEREsxduDzdvtz1HzepVOmtc8a3jHl5b6&nscheck=av94npkWGiyxL%2FKSvqsAPA%3D%3D
https://japansif.com/wp-content/uploads/2024/08/Definitions-for-Responsible-Investment-Approaches.pdf
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While there is no one universally standard definition of 
impact investing, common themes shared across the 
frameworks of each organization are: 

•	 �Intentionality: intention to create positive social or 
environmental impact. 

•	� Measurability: ability to measure and report on the 
impact generated. 

•	 �Financial Returns: financial returns can range from 
below-market to market-rate.

Distinction between impact investing and other 
sustainable investing 
The distinction between impact investing and other 
sustainable investing strategies lies primarily in the 
intent, measurement of impact, and the degree of 
financial return expectations. While all sustainable 
investment strategies seek to integrate environmental, 

social, and governance (ESG) factors into  
decision-making, impact investing is more specific in 
its focus on generating positive, measurable social or 
environmental outcomes alongside financial returns:

Impact Investing
Sustainable Investing 
(Restriction Screening/
ESG Integration)

Objective Intentional generation of measurable 
social/environmental impact alongside 
financial return.

Restriction/incorporation of ESG factors 
into investment decisions to manage risk 
and create long-term value.

Focus Focus on direct, measurable impact. Focus on risk management and corporate 
behavior without a direct emphasis on 
measurable outcomes.

Measurement Impact measurement and reporting  
are essential.

Focus on ESG metrics with less emphasis 
on outcome measurement.

Return Expectations Market-rate or below-market returns 
depending on the sector or stage  
of investment.

Primarily market-rate returns, driven by 
managing ESG risks for better long-term 
performance.
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Target financial returns

This is slightly lower in Japan, where 67% of Japanese investors8 expect return exceeding the 
 market level after risk adjustment.

Expectations for investment returns can vary
Globally, the majority of impact investors want market 
rate returns over time, whilst also creating positive 
social and environmental impact. According to the latest 

survey by the GIIN, 74% of global institutional investors 
target risk-adjusted market rate returns.

7  GIIN Sight 2024
8  �Investors include Investment managers, venture capitals, institutional investors, funding agencies, etc., and those who manage at least 10 million dollars 

in impact investing assets and/or have made at least five impact investments.

Source7 : 2024 GIINsight; Impact Investor Demographics 

Source: GSG-NAB FY2023

Expected level of financial returns
n=57

67%
11%

11%

12%

Below market-rate, closer to capital preservation 11%

Below market-rate, closer to market-rate 15%

Risk-adjusted, market-rate returns 74%

  67%	 Return exceeding the market level after adjusting risks

  11%	� Below the return of market level 
(however, it is closer to the return of the market level)

  11%	� Below the return of market level 
(however, it is closer to investment principal preservation)

  12%	 Other

https://s3.amazonaws.com/giin-web-assets/giin/assets/publication/giin-stateofthemarket2024-report-2024.pdf
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How do investors engage in impact investing? 
Private vs Public markets
Impact investing is generally easier to implement  
in private markets compared to the public market,  
due to the greater influence that impact investors  
can have through their investments. Private market 
impact investing may startups, or projects that  
address specific environmental or social issues,  

such as building affordable housing or developing  
clean energy projects.

As can be seen in the chart below, significant portion  
of impact investing is still done in private equity  
globally, followed by private debt. 

In Japan, though, 23% of impact AUM is allocated to public 
equity and only 3% is allocated to private equity. Some of 
the largest public equity funds are Baillie Gifford Impact 
Investment Fund, Global Impact Investment Fund, and 
Nomura ACI Advanced Medical Impact Investment. For more 
examples, please see JSIF SRI Data 202410 .  

Public markets can provide greater accessibility for a wider 
range of investors and the potential to scale impact through 
investments in larger, publicly traded companies. Typically, 
these funds will invest in sectors such as green buildings, 
clean energy, circular economy, healthcare, or other impact 
driven areas.

Note: Excludes five outlier organizations based on AUM. ‘Other’ asset classes include social impact bonds, pay-for-performance instruments and guarantees. 

Investor allocations across asset classes
n=303; AUM=USD 198 billion

9  GIIN: Impact Investing Allocations, Activity & Performance 2023
10  JSIF SRI Data 2024

26%

18%

22%

17%

11%

14%
18%

14%

16%

2%

12%

1%

1%

7%

47%

Private equity

Private debt

Real assets

Public debt

Public equity

Equity-like debt

Depoits & cash equivalents

Other

69%

Source: GIIN, Impact Investing Allocations, Activity & Performance 20239 

Proportion of investors allocating any AUM Proportion of AUM allocated to each asset classes

Risk-adjusted, market-rate returns 74%

https://thegiin.org/publication/research/2023-giinsight-series/
http://japansif.com/2406sridata.pdf
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How do investors measure impact? 
Measuring and managing impact is a critical component 
of impact investing to ensure investments achieve 
the intended social or environmental outcomes. The 
most commonly used tool is IRIS+ managed by the 
GIIN at 78%, followed by the Sustainability Accounting 
Standards Board (SASB) at 22%, Global Reporting 

Initiative (GRI) at 19%, B Analytics/Global Impact 
Investing Rating System (GIIRS) at 16%. Several tools  
and frameworks are available that can be used 
to measure, manage, and report on the impact of 
investments, help guide investors’ impact strategy  
and inform decision-making processes.

Source: GSG-NAB FY2023 

Tools & systems  
used for impact 
Measurement and 
management

IRIS+

Sustainability 
Accounting 

standards Board 
(SASB)

B Analytics/ Global 
Imapct Investing 

Rating System (GIIRS)

Harmonized 
Indicators for 
Private Sector 

Operations (HIPSO)

Joint Impact 
Indicators (JIII)

Aeris 
Cloud

Other

Global Alliance 
for Banking on 
Values (GABV)

78% 22%

Global Reporting 
Initiative (GRI)

19%

21%4% 3%12%12%16%

n=251

Source7: 2023 GIINSight

58%

36%

30%

3%

43%

20%

23%

11%

28%

28%

Private equity

Debt

Bonds

Public equity

Other

Asset classes of impact investing

Of responding institution (n=50) Of impact AUM (AUM=4,389,716 million yen)

https://s3.amazonaws.com/giin-web-assets/giin/assets/publication/research/2023-giinsight-%E2%80%93-impact-measurement-and-management-practice.pdf
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The chart below summarizes the features, methodologies, and key differences of the most widely used impact 
measurements tools: 

Selecting the appropriate impact measurement tool 
depends on several factors, including the investor’s 
objectives, the nature of the investment, and the desired 
level of detail in impact reporting.

Whether seeking standardized metrics, certification, 
or financial valuation of impact, there are robust tools 

available to support effective impact measurement and 
reporting. As the impact investing market continues 
to grow, these tools could play a crucial role in 
driving accountability, transparency, and the overall 
effectiveness of impact investments. 

Tool Developed By Key Features Primary Use Key Differences

Impact Reporting 
and Investment  
Standards 
(IRIS+) 

Global Impact  
Investing Network  
(GIIN)

Standardized metrics,  
flexible selection,  
integration with other  
frameworks 

Investors seeking  
consistency across  
sectors and  
geographies 

Widely recognized  
standard, suitable  
for diverse  
impact themes 

Sustainability  
Accounting  
Standards Board  
(SASB) 

SASB Industry-specific  
standards for  
disclosing material  
sustainability 
information 

Investors looking for  
information on  
company’s ESG risks  
and opportunities 

Integrates 
sustainability  
reporting into financial  
disclosures 

Global Reporting  
Initiative (GRI) 

GRI Framework for  
sustainability 
reporting,  
covering economic,  
environmental, and  
social impacts. 

Suitable for wide  
range of industries  
and organization 

Broad framework for  
sustainability 
reporting  
aimed at a wide 
audience 

Global Impact  
Investing Rating  
System 

(GIIRS) 

B Lab Comprehensive  
ratings, 
benchmarking,  
certification 

Investors looking for  
in-depth company or  
fund evaluations 

Certification and  
benchmarking  
system for holistic  
impact assessment 
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11  Statistics Bureau of Japan
12  http://www.ipss.go.jp/
13  National Institute for Population and Social Security Research
14  Japan | World Bank Gender Data Portal

15  Nikkei September 2023
16  OECD Data 2023
17  METI: J-Startup Program
18  FSA: Report by the Working Group on Impact Investment

Why Impact Investing Now in Japan?
The impact investing market may offer opportunities 
for investors to advance social and/or environmental 
solutions through investments that also produce 

financial returns. But what is driving the growing interest 
in Japan?

The Japanese Government has identified impact  
investing as a priority 
Under the directive of the former Prime Minister Kishida’s 
Cabinet Office, the Japanese Financial Services Agency 
(JFSA) published a framework on impact investing in 
April 2024, following the launch of its Impact Consortium 
initiative to promote impact investing in November 2023. 
The JFSA sees impact investing as a mechanism for 
mobilizing capital required to solve Japan’s pressing 
long-term social and environmental issues, such as its 
aging population, climate change, and inequality.

1.	 Aging Population and Declining  
Birth Rate 
Japan has one of the fastest-aging populations in 
the world. As of 2023, 28% of Japan’s population is 
over 65 years old11, the highest proportion of elderly 
people globally, and this is expected to rise to 38% 
by 2050. Together with a very low fertility rate in 
Japan of 1.2 children per woman12, this is leading 
to a shrinking labor force and creating challenges 
in healthcare, pensions and caregiving. By 2040, 
the working-age population (ages 15-64) will have 
decreased by over 10 million people, affecting 
productivity and economic growth13.

2.	 Gender Inequality and Workforce 
Participation 
Despite recent improvements, Japan has a 
significant gender gap in the workforce. Women’s 
labor force participation in Japan stands at 54.9%14, 
lower than the OECD average of 66.6%. For those 

women that do work, they are underrepresented 
in leadership roles (only 16.6% of board members 
in major companies are women15) and earn 
approximately 22% less than men on average16. 
Gender inequality limits economic growth and the 
full potential of the workforce, contributing to social 
and economic disparities.

3.	 Energy Dependency and Transition 
to Renewable Energy 
Japan is heavily dependent on imported fossil 
fuels for energy, importing around 80% of its 
energy. Japan faces challenges in achieving energy 
sustainability, reducing carbon emissions, and 
addressing climate change while ensuring energy 
security. The share of renewable energy in Japan’s 
total energy mix was about 18% in 2020, with the 
government targeting 22-24% by 203013.

Elsewhere, the Ministry of Economy, Trade and Industry 
has launched the J-Startup Program17 to foster and 
support impact startups in Japan. More than 70% of 
entrepreneurs responded to the survey conducted by 
Venture Enterprise Center in 202118 that their motives 
for launching a new business were to solve social and 
environmental issues. About half of university students 
prefer startups to start their career, which is evident from 
the increasing number of university startups contributing 
to the increase in deep tech which has grown 2.5 times 
from 1,749 in 2014 to 4,288 in 2023.

https://www.stat.go.jp/english/data/jinsui/2023np/index.html#:~:text=%5BPopulation%20by%20Age%20Group%5D&text=The%20population%20aged%2065%20years,percent%20of%20the%20total%20population).
http://www.ipss.go.jp/
https://www.ipss.go.jp/pp-zenkoku/e/zenkoku_e2017/pp_zenkoku2017e_gaiyou.html#:~:text=Population%20Size%20and%20Growth&text=The%20population%20is%20expected%20to,and%20Figure%201%2D1).
https://genderdata.worldbank.org/en/economies/japan#:~:text=In%20Japan%2C%20the%20labor%20force,women%20is%20higher%20in%20Japan.
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&cad=rja&uact=8&ved=2ahUKEwjihPHv2u2JAxX0oa8BHRR9BSoQ-tANegQIDRAF&url=http%3A%2F%2Fwww.nikkei.co.jp%2Fnikkeiinfo%2Fen%2Fglobal_services%2Fnikkei-bp%2Ffemale-board-member-survey-which-japanese-company-has-the-highest-percentage-of-female-board-members.html%23%3A~%3Atext%3D16.6%2525%2520Board%2520Members%2520Are%2520Female%2C16.6%2525%2520of%2520all%2520board%2520members.%26text%3DOf%2520the%2520board%2520membership%2520of%2Cgo%2520to%2520achieve%2520this%2520goal.&usg=AOvVaw28gIIfjglYVfM1phM3WAIs&opi=89978449
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&cad=rja&uact=8&ved=2ahUKEwjUn8zg2e2JAxUwjK8BHe4rIPMQ-tANegQIGhAJ&url=https%3A%2F%2Fwww.statista.com%2Fstatistics%2F1311461%2Fjapan-gender-pay-gap-by-income-range%2F%23%3A~%3Atext%3DIn%25202023%252C%2520the%2520gender%2520pay%2520gap%2520for%2Cgender%2520pay%2520gap%2520during%2520the%2520measured%2520period.&usg=AOvVaw2VZq5M77xZRhSPR5R4Gq5M&opi=89978449
https://www.j-startup.go.jp/en/
https://www.fsa.go.jp/singi/impact/siryou/20230630/03.pdf
https://www.fsa.go.jp/en/news/2024/20240329.html
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19  Japan Startup Ecosystem 
20  Ministry of Environment: Annual Report on the Environment of Japan 2023
21  Morgan Stanley Institute for Sustainable Investing: Sustainable Signals 2024 – Individual Investors

Growing awareness amongst the individuals on the  
need to address social and environmental challenges
In an effort to encourage consumers to change their 
behavior and lifestyle, the Ministry of the Environment 
(MOE) launched the National Movement for New and 
Prosperous Lifestyles toward Decarbonization in  
October 2022. Such efforts, in conjunction with other 
public-private initiatives, may have resulted in the 
growing awareness by Japanese citizens on the need  
to address social and environmental challenges20,  
and what actions they can take to address them.

Growing interest in sustainable investing by individual 
investors was also observed to be on the rise, in the 
latest survey performed by the Morgan Stanley Institute 
for Sustainable Investing targeting individual investors, 
where the majority of Japanese investors indicated that 
they believe they can achieve both financial returns and 
positive social or environmental impact21.

1,749

2014

2,093

2017

2,278

2018

2,566

2019

2,905

2020

3,305

2021

3,782

2022

4,288

2023

1,773

2015

1,846

2016

About 2.5 times 
(2014 ➝ 2023)

Number of university startups is increasing, contributing to the  
increase of deep teach startups

Number of university startups

Source: METI “Japan Startup Ecosystem June 2024”19 

https://www.fsa.go.jp/singi/impact/siryou/20230630/03.pdf
https://www.meti.go.jp/policy/newbusiness/global_promotion.pdf
https://www.env.go.jp/content/000175165.pdf
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Impact Investing Networks and Organizations 
Impact investing networks and organizations have also 
been instrumental in raising awareness and driving the 
growth of impact investing in Japan, through providing 
education, creating frameworks for measurement, and 
fostering collaboration between investors, corporates, 

and policymakers. Involvement with the global impact 
investing community may have also encouraged the 
growing interest. Key impact investing networks and 
organizations active in Japan include:

Global Steering Group for 
Impact Investment (GSG) / 
GSG-NAB Japan

A global network aimed at catalyzing impact investment worldwide. 

GSG-NAB Japan is the Japanese arm of this network and focuses on 
advancing impact investment within Japan’s financial ecosystem.

JSIIF (Japan Social 
Innovation and Investment 
Foundation)

An important player in the country’s impact investing ecosystem,  
focusing on social impact and social finance. Also acts as the secretariat of 
GSG-NAB Japan. 

Japan Sustainable 
Investment Forum (JSIF)

A key industry group founded in 2007, focusing on sustainable investment  
in Japan, with a broader emphasis on environmental, social, and  
governance (ESG) investing. 

Global Impact Investing 
Network (GIIN)

A global leader in advancing the impact investing market. playing a crucial  
role in supporting the development of impact investing ecosystems in 
Japan by providing knowledge, resources, and networking opportunities.

Japan Impact Investment 
Initiative (JIII)

A pioneering organization focused specifically on the development and 
promotion of impact investing in Japan, serving as a facilitator for growing  
the impact investing ecosystem by engaging investors, social enterprises,  
and other stakeholders.

The United Nations 
Development Programme 
(UNDP) Japan

A major player in promoting impact investing as a solution to achieving the 
SDGs from the Japan office, working on initiatives that link private sector 
investment to social impact.
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What are the challenges faced by investors? 
There are three key challenges that need to be overcome 
for the impact investing market in Japan to grow further:

1. � Data Availability to Compare Impact 
& Measure/Report 
When needing to assess and measure impact of 
investee companies, investors may find fragmented 
or lack of data in certain industries and markets to 
evaluate. According to the latest survey by the GIIN, 
87% of investors indicated that comparing impact is 

a challenge to at least some degree and 28% noted 
that it is a significant challenge.

The complexity of measurement and reporting arises 
from the need to capture not just financial returns, 
but also social and environmental impacts, which are 
often qualitative, long-term, and context dependent. 

One of the core challenges is the absence of 
universally accepted standards for measuring and 
reporting impact. Different organizations, funds, and 

Perceived challenges in industry development over the past five years

28%

28%

23%

20%

19%

17%

15%

15%

14%

14%

12%

12%

9%

32%

28%

34%

28%

31%

32%

32%

29%

21%

27%

23%

28%

21%

31%

33%

34%

33%

32%

32%

28%

31%

34%

38%

40%

21%

24%

9%

5%

8%

5%

5%

6%

8%

9%

5%

12%

4%

9%

17% 14%

12%

19%

15%

15%

15%

17%

30%

25%

22%

4% n=302

n=303

n=296

n=301

n=301

n=302

n=302

n=302

n=300

n=300

n=299

n=302

n=298

Fragmentation across impact  
measurement frameworks

Comparing impact  
results to peers

Confusing/conflicting guidance  
from government regulatory bodies

Finding suitable  
exit options

Verifying impact data  
received by investees

Integrating impact and financial 
management decisions

Insufficient research on market activity,  
trends, performance and practice

Lack of clarity on which impact  
measurement frameworks to use when

Lack of alignment between asset owners/ 
investment managers around impact objectives

Lack of guidance from government regulatory bodies 
on what is required for an impact investing strategy

Lack of suitable deal/investment vehicle 
structures to accommodate investor’s needs

Lack of professionals with  
relevant skillsets

Unsuitable regulatory  
environment

Significant challenge Not a challengeModerate challenge Not sure/not applicableSlight challenge

Source7: 2024 GIINsight: Emerging Trends in Impact Investing

3%

2%

How do investors engage in impact investing? 
Private vs Public markets
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22  Dentsu Sixth Consumer Survey on Sustainable Development Goals
23  インパクト投資に関する 消費者意識の定性調査 

24  Institute for Sustainable Investing: Sustainable Signals 2024
25  NISA eligible products

investors can use different frameworks and metrics, 
leading to inconsistency and lack of comparability. 
While there are some widely adopted frameworks 
like the Global Impact Investing Network (GIIN) 
IRIS+ system, SASB, and GRI, there is no single, 
standardized method for assessing impact that is  
used universally across the different industries, 
making it difficult for investors to compare impact of 
different companies

2. � Lack of Understanding Around Impact 
According to the latest consumer survey conducted 
by Dentsu22, Japanese consumers have good 
awareness of global sustainability frameworks, but 
their awareness of how individuals can support these 
with their investments remains low. The latest market 
research by the SIIF23, also indicates that one of 
the barriers to raising awareness and interest from 
consumers seems to be in the Japanese language 
environment, where the term “impact” is frequently 
associated with “shock,” rather than “solving social 
or environmental problems”, suggesting needed 
education on the definition of impact investing and 
how it works.

3. � Lack of Products
There is also a lack of investment products available 
despite the New Individual Saving Account (NISA) 
eligible products being open for new sustainable 
investment products, and investment ideas from the 
Financial Advisors as per the findings from 

the Morgan Stanley Institute for Sustainable 
Investing’s survey24 conducted to individual 
investors. Of 2000+ products currently available on 
the New Individual Savings Account (NISA) scheme, 
only around 80 are sustainable investing products, 
and less than 10 have impact label25. Also, on the list 
of sustainable equity funds listed in the JSIF report, 
only 16 are labelled as impact funds8. 

For investors who are already engaged in impact 
investing and are already knowledgeable, the 
challenge is in finding investee companies and 
investment opportunities that meet both their impact 
and financial return criteria, especially when such 
information is often lacking, making it difficult to 
compare with peers, or publicly not disclosed.

How can the impact investing market grow? 

•	 Corporates to define and tell their impact story  
more clearly, enabling investors to identify 
investment opportunities.

•	 Corporates to be transparent about their impact  
data and where they are in their impact journey.

•	 Capacity building to foster expertise in impact 
investing amongst the investors and financial 

advisors, and to raise broader public awareness  
on impact investing.

•	 Investors to consider development of impact 
investing product. 

•	 Leading asset managers to share their successes/
challenges to provide clarity on what works in the 
impact investing market

The impact investing market in Japan has seen 
significant progress, but it still faces challenges and 
opportunities for further growth. In order to develop the 

impact investing market further, the following  
may be considered by corporates, investors, and  
other stakeholders:
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https://www.dentsu.co.jp/en/news/release/2023/0512-010609.html
https://www.siif.or.jp/wp-content/uploads/2024/02/English_2023_Impact_Investing_Qualitative_Consumer_Survey.pdf
https://www.morganstanley.co.jp/content/dam/msjapan/about-us/sustainability-site/2024/sustainable-signals-2024_EN.pdf
https://www.toushin.or.jp/static/NISA_growth_productsList/
https://www.morganstanley.co.jp/content/dam/msjapan/about-us/sustainability-site/2024/sustainable-signals-2024_EN.pdf
https://www.morganstanley.co.jp/content/dam/msjapan/about-us/sustainability-site/2024/sustainable-signals-2024_EN.pdf
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Appendix 
Timeline of impact investing: Global vs Japan 

Year Global Japan

2007
The Rockefeller Foundation used the term 
“impact investing” for the first time and started to 
promote impact investing 

2008 The Dormant Accounts Act was enacted in the UK

2009

Global Impact Investing Network (GIIN), a global 
network of impact investors, was established 

IRIS, a reporting standard for impact investing,began 
operating

2011
The U.S. gave legal recognition to benefit 
Corporation, as a category for social enterprises 
(Maryland, as the first U.S. state)

The 21st Century Financial Behavior  
Principles were adopted mainly by private 
financial institutions 

2012
Big Society Capital, a wholesale fund funded by 
dormant back accounts, was established in the UK

2012

Global Steering Group for Impact Investment  
(GSG) was established (at the time, it was called  
“G8 Impact Investment Task Force,” which was 
renamed :“GSG” in 2015).

2014

GSG National Advisory Board was established

GSG National Advisory Board issued a report 
on the current state of impact investing in 
Japan for the first time.

2015

GSG National Advisory Board proposed  
7 key recommendations towards promotion  
of impact investing 

The promotion of impact investing is  
mentioned for the first time in the 
government’s growth strategies and in basic 
policies  
for regional revitalization 

The Government Pension Investment Fund 
(GPIF) signed the UN Principles of Responsible 
Investment (PRI)

2016
Impact Management Project (MEP), an  
initiative for impact measurement and management, 
was established 

Social Impact Management Initiative (SIMI)  
was established (at the time, it was called  
the “Social Impcat Measurement Initiative,”  
which was later renamed)

The Dormant Deposits Utilization Act was 
promulgated

�IMPACT CREATION AND INVESTMENT TRENDS IN JAPAN
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Year Global Japan

2017
TPG, a major private equity firm, established a JPY 
200 billion Impact Investment fund

2018

“Impact investing” was included in the leaders’ 
declaration of G20 Buenos Aires Summit

The United Nations Development 
Programme(UNDP) started the SDG Impact in 
the expectation that the flow of private funds will 
expand to achieve the goals of the SDGs

The Dormant Deposits Utilization  
Act came into effect

2019

Prime Minister Abe declared at the G20  
Osaka Summit that Japan will lead in innovative 
financing schemes such as impact investing and 
dormant bank accounts

IFC developed operation principles for  
impact investing

The Cabinet Office designated Japan Network 
for Public Internet Activities (JANPIA) as the 
designated utilization organization based on the 
Dormant Deposits Utilization Act

Japan International Cooperation Agency (JICA) 
signed up for operation principles of impact 
investing as the first organization in Japan

2020
UK’s Big Society Capital and a major private-
sector asset management institution partner to 
establish an impact investment trust company

Assistance for solving social issues using 
dormant bank accounts commenced

2021

The Impact Taskforce was set up, raised by the 
UK, the chair of 2021 G7 summit

The Impact Managemnet Platform was set up as 
the successor to the Impact Management Project

Prime Minister Kishida mentioned impact 
investing in his first policy speech

21 financial institutions signed the japan  
Impact-driven Financing Initiative 

2022

Impact AUM reached 160 trillion yen  
(1.2 trillion dollars) worldwide, according  
to a global survey by the GIIN

The IWAI created and published a  
tentative proposal for an impact  
weighted accounting framework (IWAF)

Big Society Capital (BSC) opend an impact  
venture capital community,  ImpactVC, for  
those engage in impact investing

In the “Grand Design and Action Plan for a New 
Form of Capitalism” and “Basic Policies for 
Economic and Fiscal Management and Reform 
2022.” The Cabinet and Cabinet Secretariat 
clearly stated that the government will promote 
impact investing

The Financial Services Agency established the 
Working Group on Impact Investment

The Impact Startup Association was established

Keidanren (Japan Business Federation) published 
the report “Using impact Metrices to Promote 
Dialogue with Purpose as Starting Point”

2023

The World Economic Forum (WEF) published a 
new white paper about impact investing titled 
“Private Marked Impact Investing: A Turning Point.”

The Global Impact Investing Network (GIIN) 
Published the “2023 GIINsights” series based 
on data collected from 308 impact investing 
organizations around the world

The Cabinet Secretariat announced the “Impact 
Investment Initiative for Global Health” at the G7 
Hiroshima Summit.

The FSA organized a launch event for the  
Impact Consortium, a Conference for 
collaboration between the public and  
private sector on impcat investing.

Keizai Doyukai (Japan Association of Corporate 
Executives) enterned into the Partnership 
Agreement for Collaboration between the impact 
Startup Association, the Japan Association 
of New Public, and the Japan Association of 
Corporate Executives
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This material was published in December 2024 and has been 
prepared for informational purposes only and is not a solicitation of 
any offer to buy or sell any security or other financial instrument, or 
to participate in any trading strategy. This material does not provide 
individually tailored investment advice. It has been prepared without 
regard to the individual financial circumstances and objectives of 
persons who receive it. Securities discussed in this material may 
not be appropriate for all investors. It should not be assumed that 
the securities transactions or holdings discussed were or will be 
profitable. Morgan Stanley recommends that investors independently 
evaluate particular investments and strategies and encourages 
investors to seek the advice of a Financial Advisor.
This material contains forward-looking statements and there can be 
no guarantee that they will come to pass.  Past performance is not a 
guarantee of future results or indicative of future performance.
Information contained in this material is based on data from 
multiple sources and Morgan Stanley makes no representation as 
to the accuracy or completeness of data from sources outside of 
Morgan Stanley.
Morgan Stanley makes every effort to use reliable, comprehensive 
information, but we make no guarantee that it is accurate or 
complete. We have no obligation to tell you when opinions or 
information in this material may change. 
Because of their narrow focus, sector investments tend to be  
more volatile than investments that diversify across many sectors  
and companies.
Certain portfolios may include investment holdings that consider 
one or more Environmental, Social and Governance (“ESG”) factors 
(referred to as “ESG investments”). For reference, environmental 
(“E”) factors can include, but are not limited to, climate change, 
water, waste, and biodiversity. Social (“S”) factors can include, 
but not are not limited to, employees, diversity & inclusion, cyber 
security, data privacy, health & wellness, supply chains, product 
safety & security, community engagement, and human rights. 
Governance (“G”) factors can include, but are not limited to, board 
structure & oversight, leadership composition, pay and incentive 
structures, corruption & bribery, ethics & business conduct, 
shareholder rights, accounting & audit practices, tax evasion, 
and risk management. You should carefully review an investment 
product’s prospectus or other offering documents, disclosures and/
or marketing material to learn more about how it incorporates ESG 
factors into its investment strategy. 
ESG investments may also be referred to as sustainable investments, 
impact aware investments, socially responsible investments or 
diversity, equity, and inclusion (“DEI”) investments. It is important to 
understand that ESG definitions and criteria used within the industry 
can vary, and ESG ratings of the same subject companies and/
or securities can vary among different ESG ratings providers for 
several reasons including, differences in definitions, methodologies, 
processes, data sources and subjectivity among ESG rating providers 
when determining a rating. Certain issuers of investments including, 
but not limited to, separately managed accounts (“SMAs”), mutual 
funds and exchange traded funds (“ETFs”) may have differing and 
inconsistent views concerning ESG criteria where the ESG claims 
made in offering documents or other literature may overstate ESG 
impact. Further, socially responsible norms vary by region, and an 
issuer’s ESG practices or Morgan Stanley’s assessment of an issuer’s 
ESG practices can change over time. 
Portfolios that include investment holdings deemed ESG 
investments or that employ ESG screening criteria as part of an 
overall strategy may experience performance that is lower or 
higher than a portfolio not employing such practices. Portfolios 
with ESG restrictions and strategies as well as ESG investments may 
not be able to take advantage of the same opportunities or market 
trends as portfolios where ESG criteria is not applied. There is no 
assurance that an ESG investing strategy or techniques employed 
will be successful. Past performance is not a guarantee or a 
dependable measure of future results. For risks related to a specific 
fund, please refer to the fund’s prospectus or summary prospectus.
Investment managers can have different approaches to ESG and 
can offer strategies that differ from the strategies offered by 
other investment managers with respect to the same theme or 
topic. Additionally, when evaluating investments, an investment 

manager is dependent upon information and data that may be 
incomplete, inaccurate, or unavailable, which could cause the 
manager to incorrectly assess an investment’s ESG characteristics 
or performance. Such data or information may be obtained 
through voluntary or third-party reporting. Morgan Stanley does 
not verify that such information and data is accurate and makes 
no representation or warranty as to its accuracy, timeliness, or 
completeness when evaluating an issuer. 
Morgan Stanley makes no representation as to the compliance 
or otherwise of any fund or portfolio with any laws or regulatory 
guidelines, recommendations, requirements or similar relating to the 
ESG characterization of any fund or portfolio, or in connection with or 
to meet any of your investing ESG objectives, metrics, or criteria. 
The appropriateness of a particular ESG investment or strategy will 
depend on an investor’s individual circumstances and objectives. 
Principal value and return of an investment will fluctuate with 
changes in market conditions.
There is no assurance that an ESG investing strategy or techniques 
employed will be successful. Past performance is not a guarantee 
or a dependable measure of future results.
Information contained in the material is based on data from 
multiple sources and Morgan Stanley makes no representation as 
to the accuracy or completeness of data from sources outside of 
Morgan Stanley. References to third parties contained herein should 
not be considered a solicitation on behalf of or an endorsement of 
those entities by Morgan Stanley. Morgan Stanley is not responsible 
for the information contained on any third-party web site or your 
use of or inability to use such site, nor do we guarantee its accuracy 
or completeness. The terms, conditions, and privacy policy of any 
third-party web site may be different from those applicable to 
your use of any Morgan Stanley web site. The opinions expressed 
by the author of an article written by a third party are solely his/
her own and do not necessarily reflect those of Morgan Stanley. 
The information and data provided by any third-party web site or 
publication is as of the date of the article when it was written and is 
subject to change without notice.
Artificial intelligence (AI) is subject to limitations, and you should be 
aware that any output from an IA-supported tool or service made 
available by the Firm for your use is subject to such limitations, 
including but not limited to inaccuracy, incompleteness, or 
embedded bias. You should always verify the results of any AI-
generated output.
Private equity funds typically invest in securities, instruments, and 
assets that are not, and are not expected to become, publicly traded 
and therefore may require a substantial length of time to realize 
a return or fully liquidate. They typically have high management, 
performance and placement fees which can lower the returns 
achieved by investors. They are often speculative and include a 
high degree of risk. Investors can lose all or a substantial amount of 
their investment. They may be highly illiquid with significant lock-up 
periods and no secondary market, can engage in leverage and other 
speculative practices that may increase volatility and the risk of loss, 
and may be subject to large investment minimums.
Fixed Income investing entails credit risks and interest rate risks. 
When interest rates rise, bond prices generally fall.
This material may provide the addresses of, or contain hyperlinks 
to, websites. Except to the extent to which the material refers to 
website material of Morgan Stanley Wealth Management, the firm 
has not reviewed the linked site. Equally, except to the extent to 
which the material refers to website material of Morgan Stanley 
Wealth Management, the firm takes no responsibility for, and makes 
no representations or warranties whatsoever as to, the data and 
information contained therein. Such address or hyperlink  
(including addresses or hyperlinks to website material of 
Morgan Stanley Wealth Management) is provided solely for your 
convenience and information and the content of the linked site does 
not in any way form part of this document. Accessing such website 
or following such link through the material or the website of the firm 
shall be at your own risk and we shall have no liability arising out of, 
or in connection with, any such referenced website. Morgan Stanley 
Wealth Management is a business of Morgan Stanley Smith Barney LLC
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For more information about the Morgan Stanley Institute for Sustainable Investing,  
visit morganstanley.com/sustainableinvesting.
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