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Historically, measuring the impact of public companies has been 
challenging due to the lack of reported data. To make matters 
worse, certain companies employ deceptive marketing practices 
to mislead investors into believing their products, services, and 
policies are in line with Environmental, Social and Governance 
(ESG) values. These are the very reasons that some asset owners 
have begun to view ESG as only part of the solution for investing 
with impact, and why PGIM Quant has devoted several years to 
building a complete, transparent, and effective ESG model. 

Despite the challenges facing impact investing, we believe that 
today asset owners have an opportunity to go further with 
their investment ambitions by broadening their investment 
goals from risks and returns to incorporate approaches that 
truly help address the increasing social and environmental 
challenges facing the world.

Here, we introduce an improved approach for investing with 
impact in global equities markets.

SUSTAINABLE DEVELOPMENT GOALS (SDGs) = IMPACT
From an investment perspective, a clear and transparent framework is required to help define and identify products and services 
that positively impact the environment and society. 

The United Nations’ (UN) 17 Sustainable Development Goals (SDGs - below) represent a “shared blueprint for peace and 
prosperity for people and the planet, now and into the future” and can serve as a framework that provides investors an intuitive 
approach to evaluate the impact of companies and mitigate concerns around corporate greenwashing. 

The UN’s Sustainable Development Goals

Graphic showing the 17 UN’s sustainable development goals. 1: No 
Poverty, 2: Zero Hunger, 3: Good Health and wellbeing, 4: Quality 
Education, 5: Gender Equality, 6: Clean water and sanitation, 7: Affordable 
and clean energy, 8: Decent work and economic growth, 9: Industry, 
Innovation and Infrastructure, 10: Reduced Inequalities, 11: Sustainable 
cities and communities, 12: Responsible consumption and production, 13: 
Climate action, 14: life below water, 15: Life on Land, 16: Peace, Justice and 
strong institutions, 17: Partnerships for the goals.
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17 ICONS: COLOUR VERSION

ICONS

When an icon is on a square, that square must be proportional 1 x 1.

The white icon should be contained by its defined colour, or black 
background.

Do not alter the colours of the SDG icons.

ICONS

In January 2018, the United Nations launched a revised design of Icon 10, as seen on this page

Source: United Nations, Department of Economic and Social Affairs, Sustainable Development
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MEASURING IMPACT: BOTH SDGs AND ESG
It is important to understand the differences between the UN’s 
SDG framework and measurements of material ESG risk 
factors. While both insights are important when holistically 
evaluating a company, they are distinct. As the chart below 
shows, quite simply, SDGs can measure the impact of what a 
company produces, while analysis of material ESG risk factors 
can measure how a company produces its output. This external 
vs. internal focus is important because while SDGs help 
identify companies with products that can positively impact 
the world and its citizens, material ESG risk factors focus 
on operational processes helps to identify both a company’s 
financial risks, as well as those activities that could have harmful 
consequences for the environment and society. 

Importantly, when assessing ESG attributes, we use our 
proprietary ESG model built from a set of carefully curated 
ESG metrics from across multiple data providers. Based on our 
research, these metrics are largely comparable across companies 
and representative of their true operating activities. 

The combination of these powerful signals leads to broader 
and more transparent insights into the impact of a company’s 
products and services as well as an understanding of whether its 
operations are conducted in a clean, fair, and beneficial way.

Using this double-barreled insight, we are able to better 
identify companies that best align with an investor’s 
sustainability objectives.

Distinguishing Between SDG & ESG

SDG:  Focuses on external impact of how a companys products and 
services are used. Identifies secular growth opportunities stemming from 
sustainability trends.

ESG: Focuses on consequences from internal operations of a company. 
Identifies risks arising from these activities that can impact financial 
performance.

ESGSDG

Focuses on eexxtteerrnnaall  iimmppaacctt  of how a company’s products and services are used. 
Identifies sseeccuullaarr  ggrroowwtthh  ooppppoorrttuunniittiieess    stemming from sustainability trends.

Focuses on consequences from iinntteerrnnaall  ooppeerraattiioonnss  of a company.
Identifies rriisskkss arising from these activities that can impact ffiinnaanncciiaall  ppeerrffoorrmmaannccee.

Source: PGIM Quant. For informational purposes only. Please see ‘Notes to Disclosure’ for important information including risk factors and disclosures.

IDENTIFYING ATTRACTIVE IMPACT INVESTMENTS
Contributing to the progress on SDGs is important for the 
environment and society. This can also be financially valuable 
to a company. Changing consumer preferences and demand, 
which have driven companies to provide more impactful and 
responsible products and services, have also led asset owners 
to increasingly search for investments that intersect upside 
returns and sustainability. This shifting demand trend is a 
tremendous secular growth opportunity for companies, one 
that not only underscores how contributing to the progress on 
SDGs is important for society, but can also benefit a company’s 

performance through the generation of new cash flow streams. 
Given the importance, prominence, and magnitude of the 
problems that a firm’s products and services can be used to 
solve, there is potential for meaningful cash flow growth over 
time. Until recently, it was a burden for investors to identify 
companies that made a positive impact and were also attractive 
from an investment perspective. However, by using carefully 
chosen and constructed factors (or fundamental attributes), 
we can assess performance potential, while focusing on overall 
sustainability impact. 

Alpha Attributes of Sustainable Investments

Value: 

Factor Rationale: Target Companies that are attractively priced relative 
to peers

SDG Benefit: Avoid stocks where the market has priced the growth 
potential of the sustainable product.

Quality: 

Factor Rationale: Target stocks where underlying fundamentals are strong.

SDG Benefit: Avoid stocks that could have over invested or overstretched their 
financial position developing new sustainable products and services

Growth:

Factor Rationale: Target stocks with improving expectations about future 
fundamentals.

SDG Benefit: Focus on stocks where secular growth potential from 
sustainable products is being realized. 

Growth

Quality

Value

Value

Factor 
Rationale

Target companies that are attractively 
priced relative to peers.

SDG
Benefit

Avoid stocks where the market has 
priced the growth potential of the 
sustainable product.

Growth

Factor 
Rationale

Target stocks with improving expectations 
about future fundamentals.

SDG 
Benefit

Focus on stocks where secular growth 
potential from sustainable products 
is being realized.

Quality
Factor 
Rationale

Target stocks where underlying fundamentals are strong.

SDG 
Benefit

Avoid stocks that could have overinvested or overstretched their financial position developing new sustainable products and services. 

Growth

Source: PGIM Quant. There can be no guarantee that the objective will be achieved. Please see ‘Notes to Disclosure’ for important information including risk factors and disclosures
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BUILDING CUSTOM SDG SOLUTIONS
At PGIM Quant, we have nearly 30 years of quantitative 
expertise to convert the identification of attractive impact 
investments into portfolio solutions. We leverage this experience 
when constructing impact portfolios. Complex problems require 
multi-dimensional solutions that not only target companies 
with alignment to SDGs, but also those with strong ESG and 
fundamental attributes, while balancing risk considerations. 

The trade-off between risk and sustainability necessitates 
advanced portfolio engineering. PGIM Quant’s sophisticated 
portfolio construction methods build SDG-focused portfolios 
that span a frontier of portfolio outcomes; we provide solutions 
that vary in the level of active risk and also the strength of 
portfolio alignment with SDGs. Such frontiers help inform 
investor decision-making around which solution is best for them.

Risk management Sustainability

Tilt Exclusion

Source: PGIM Quant. For informational purposes only. Please see ‘Notes to Disclosure’ for important information including risk factors and disclosures.

Most importantly, customization is required because no two 
asset owners have the same view on what areas of sustainability 
they want to focus on. The ability to customize which SDGs are 
targeted in a portfolio (and therefore what impact is achieved) 
is critical, along with considerations such as geographic regions, 
market capitalization, and the target index. 

PGIM Quant’s solutions can help provide immense value to 
investors and can be an attractive alternative to a standard core 
equity allocation. Asset owners are unique in their investment 
goals and desires, and therefore require unique, customized 
solutions that can help complete sustainability exposures across 
their broader equity allocations.

FOR MORE INFORMATION
To learn more about our capabilities, please contact us by email at contactus@pgim.com or by phone in the US at +1 (866) 748-0643 
or in the UK at +44 (0) 20 7663 3400.

ABOUT PGIM QUANT
As the quantitative and multi-asset specialist of PGIM, we combine the agility of an independently run boutique with the stability 
and scale of a leading global institutional asset manager. * For over 45 years, we have designed proprietary methods that seek to solve 
beyond alpha by combining the latest technology with scalable, rigorous risk controls to nimbly build and manage diversified and 
customized solutions that help solve clients’ evolving challenges. We manage portfolios across equities, multi asset, and liquid alts for 
a global client base with $102 billion ** in assets under management/administration as of 3/31/2024.

*PGIM is the investment management business of Prudential Financial, Inc. (PFI). PFI is the 11th largest investment manager (out of 444 firms surveyed) in terms 
of worldwide institutional assets under management based on Pensions & Investments’ Top Money Managers list published June 2023. This ranking represents 
institutional client assets under management by PFI as of December 31, 2022. Participation in the P&I ranking is voluntary and open to managers that have any 
kind of U.S. institutional tax-exempt AUM. Managers self-report their data via a survey. P&I sends the survey to previously identified managers and to any new 
managers asking to participate in the survey/ranking. No compensation is required to participate in the ranking.

**PGIM Quant provides model portfolios for certain accounts, the assets of which (Assets Under Administration) are included in the total AUM/AUA figure 
of $101.6 billion, (AUM $98.9 billion and AUA $2.7 billion). In addition, the total AUM/AUA figure of $101.6 billion also includes $1.4 billion of AUM 
attributable to PGIM Wadhwani LLP (PGIM Wadhwani). PGIM Wadhwani operates as a part of the PGIM Quant business but is a separate legal entity. PGIM 
Quant and PGIM Wadhwani’s respective investment platforms, however, operate independently of each other.

mailto:contactus%40pgim.com?subject=
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Notes to Disclosure
This is intended for Professional Investors only. All investments involve risk, including the possible loss of capital. Past performance is not a guarantee or a 
reliable indicator of future results. 

PGIM Quantitative Solutions LLC (PGIM Quantitative Solutions or PGIM Quant) is an SEC-registered investment adviser and a wholly-owned subsidiary of 
PGIM, Inc. (PGIM) the principal asset management business of Prudential Financial, Inc. (PFI) of the United States of America. Registration with the SEC does 
not imply a certain level of skill or training. PFI of the United States is not affiliated in any manner with Prudential plc, which is headquartered in the United 
Kingdom or with Prudential Assurance Company, a subsidiary of M&G plc, incorporated in the United Kingdom. 

The comments, opinions and estimates contained herein are based on and/or derived from publicly available information from sources that PGIM Quantitative Solutions 
believes to be reliable. We do not guarantee the accuracy of such sources of information and have no obligation to provide updates or changes to these materials. This 
material is for informational purposes and sets forth our views as of the date of this presentation. The underlying assumptions and our views are subject to change. 

These materials are neither intended as investment advice nor an offer or solicitation with respect to the purchase or sale of any security or financial 
instrument. These materials are not intended to be an offer with respect to the provision of investment management services. 

The opinions expressed herein do not take into account individual client circumstances, objectives, or needs and are therefore not intended to serve as investment 
recommendations. No determination has been made regarding the suitability of particular strategies to particular clients or prospects. The financial indices 
referenced herein is provided for informational purposes only. You cannot invest directly in an index. The statistical data regarding such indices has been obtained 
from sources believed to be reliable but has not been independently verified. 

Certain information contained herein may constitute “forward-looking statements,” (including observations about markets and industry and regulatory trends as of the 
original date of this document). Due to various risks and uncertainties, actual events or results may differ materially from those reflected or contemplated in such forward-
looking statements. As a result, you should not rely on such forward-looking statements in making any decisions. No representation or warranty is made as to future 
performance or such forward-looking statements. 

In the United Kingdom, information is issued by PGIM Limited with registered office: Grand Buildings, 1-3 Strand, Trafalgar Square, London, WC2N 5HR. 
PGIM Limited is authorised and regulated by the Financial Conduct Authority (“FCA”) of the United Kingdom (Firm Reference Number 193418). In the European 
Economic Area (“EEA”), information is issued by PGIM Netherlands B.V. with registered office: Gustav Mahlerlaan 1212, 1081 LA Amsterdam, The Netherlands. 
PGIM Netherlands B.V. is authorised by the Autoriteit Financiële Markten (“AFM”) in the Netherlands (Registration number 15003620) and operating on the basis of 
a European passport. In certain EEA countries, information is, where permitted, presented by PGIM Limited in reliance of provisions, exemptions or licenses available 
to PGIM Limited under temporary permission arrangements following the exit of the United Kingdom from the European Union. These materials are issued by PGIM 
Limited and/or PGIM Netherlands B.V. to persons who are professional clients as defined under the rules of the FCA and/or to persons who are professional clients as 
defined in the relevant local implementation of Directive 2014/65/EU (MiFID II). PGIM Quantitative Solutions LLC, PGIM Limited and/or PGIM Netherlands B.V. are 
indirect, wholly-owned subsidiaries of PGIM, Inc. (“PGIM”). 

In Canada, PGIM Quantitative Solutions LLC relies upon the “International Advisor Exemption” pursuant to National Instrument 31-103 in certain provinces of Canada. 

In Australia, these materials are distributed by PGIM (Australia) Pty Ltd (“PGIM Australia”) for the general information of its “wholesale” customers (as defined in 
the Corporations Act 2001). PGIM Australia is a representative of PGIM Limited, which is exempt from the requirement to hold an Australian Financial Services 
License under the Australian Corporations Act 2001 in respect of financial services. PGIM Limited is exempt by virtue of its regulation by the Financial Conduct 
Authority (Reg: 193418) under the laws of the United Kingdom and the application of ASIC Class Order 03/1099. The laws of the United Kingdom differ from 
Australian laws. PGIM Limited’s registered office is Grand Buildings, 1-3 The Strand, Trafalgar Square, London, WC2N 5HR. 

To the extent that these materials are distributed by PGIM Quantitative Solutions, it is done so under the exemption from the requirement to hold an Australian Financial 
Services License under the Australian Corporations Act 2001 in respect of financial services. PGIM Quantitative Solutions is exempt by virtue of its regulation by the 
Securities and Exchange Commission (SEC #801- 62692) under the laws of the United States and the application of ASIC Class Order 03/1100. 

In Singapore, information is issued by PGIM (Singapore) Pte. Ltd. (“PGIM Singapore”), a regulated entity with the Monetary Authority of Singapore under a Capital 
Markets Services License to conduct fund management and an exempt financial adviser. This material is issued by PGIM Singapore for the general information of 
“institutional investors” pursuant to Section 304 of the Securities and Futures Act 2001 of Singapore (the “SFA”) and “accredited investors” and other relevant persons in 
accordance with the conditions specified in Section 305 of the SFA. 

In Hong Kong, information is provided by PGIM (Hong Kong) Limited, a regulated entity with the Securities & Futures Commission in Hong Kong to professional 
investors as defined in Section 1 of Part 1 of Schedule 1 of the Securities and Futures Ordinance (Cap.571). 

In Korea, PGIM Quantitative Solutions LLC holds cross-border discretionary investment management and investment advisory licenses under the Korea Financial 
Investment Services and Capital Markets Act (“FSCMA”), and is registered in such capacities with the Financial Services Commission of Korea. These materials are 
intended solely for Qualified Professional Investors as defined under the FSCMA and should not be given or shown to any other persons. 

In Japan, the investment management capabilities and services described in the attached materials are offered by PGIM Japan Co., Ltd (PGIMJ), a Japanese registered 
investment adviser (Director-General of the Kanto Local Finance Bureau (FIBO) No. 392). Retention of PGIMJ for the actual provision of such investment advisory 
services may only be effected pursuant to the terms of an investment management contract executed directly between PGIMJ and the party desiring such services, it is 
anticipated that PGIMJ would delegate certain investment management services to its US-registered investment advisory affiliate. 

PGIM, PGIM Quantitative Solutions, the PGIM Quantitative Solutions logo and the Rock design are service marks of PFI and its related entities, registered in many 
jurisdictions worldwide. These materials are not intended for distribution to, or use by, any person in any jurisdiction where such distribution would be contrary to local or 
international law or regulation.

© 2024 PGIM Quantitative Solutions. All Rights Reserved. PGIM Quant-20240604-2465
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