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necessary to invest wisely.4 This isn’t to 
say they aren’t being proactive about 
their financial future; they just don’t 
know where to start. Although 
86 percent of millennials are saving, 
only 37 percent have a financial plan.5 

TRUST	ISSUES
Millennials have an increased awareness 
of disingenuity. Rather than believing 
the polished messages brands put out in 
the world, millennials turn to peers for 
trusted guidance. In fact, 85 percent 
trust recommendations from friends  
and family above all other forms of 
advertising.6 When it comes to money, 
53 percent feel they have no one to trust 
for financial advice;7 in fact, affluent mil
lennials are twice as likely to turn to 
social networks for financial advice.8  
No longer is age, level of experience, or 
brand recognition the determining fac
tor; millennials are seeking out financial 
partners who understand where they are 
coming from and can tailor the financial 
decisionmaking process to fit their per
sonal situations.

DIGITAL	TRANSPARENCY
This demographic has been instrumen
tal in transforming the way the world 
communicates by being the first adopt
ers of many social media tools. The 
millennial generation grew up as digital 
natives, with unprecedented access to 
information and an unparalleled ability 
to communicate online. Live streaming, 
140character updates, and peer reviews 
have enabled realtime feedback and 
enhanced accountability between busi
nesses and consumers. Millennials have 

more than one out of every five dollars 
under professional management in the 
United States is devoted to sustainable, 
responsible, or impact investing strate
gies, totaling $8.72 trillion.2 As 
millennials surpass baby boomers in 
both numbers and purchasing power, 
the interest in valuesaligned strategies 
will continue to grow. 

According to PWC’s Wealth 
Management Industry Infrastructure 
survey, 88 percent of advisors agree or 
strongly agree that millennials represent 
a significant opportunity for the indus
try; yet much of this generation can feel 
misunderstood by financial profession
als. Impact investing provides a 
significant opportunity for advisors to 
build relationships with millennials 
around the interests, passions, and val
ues that drive them. In this article, we 
will explore why impact investing reso
nates so strongly with millennials, and 
how financial advisors can use impact 
investing to attract, engage, and retain 
the next generation of clients.

MILLENNIALS AND MONEY
To understand the strong appeal of 
impact investing for millennials, we 
must first understand the trends and 
societal pressures that have shaped this 
generation’s approach to money.

LACK	OF	FINANCIAL	LITERACY
Sixtynine percent of millennials have 
no formal financial education.3 
Therefore, it is no surprise that 
60 percent of millennials believe they 
lack the knowledge and experience 

W hether or not you buy into 
the many stereotypes about 
millennials, it’s hard to 

deny that the preferences, expectations, 
and decisions of the generation born 
between 1980 and 1997 will have a 
meaningful impact on the financial 
services industry for decades to come. 

Millennials are 80million strong in the 
United States alone, and their tech sav
viness, valuesdriven ethos, and desire 
for customized, convenient solutions is 
transforming how money is managed 
and financial advice is delivered. With 
millennials, the role of a financial advi
sor has shifted from service provider  
to trusted partner; product exclusivity 
has been replaced by expectations of 
transparency and accessibility; and 
investment strategies are moving 
beyond financial returns to align with 
personal values. 

The world is more connected than ever 
before, and technology has increased 
awareness and inspired consumers  
to take greater responsibility for the 
social and environmental impact of their 
actions. This is particularly evident 
when it comes to making and purchas
ing investments. Morgan Stanley reports 
that 86 percent of millennials are inter
ested in socially responsible investing, 
and millennials also are twice as likely  
to invest in a stock or a fund if social 
responsibility is part of the value
creation thesis.1 The concept of 
blending financial returns with positive 
social change has gone mainstream with 
the rise of impact investing. As of 2016, 
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IMPACT	IS	MORE	ENGAGING	
THAN	INTEREST	RATES
Given that the average millennial has a 
relatively low level of knowledge when it 
comes to personal finance, impact 
investing can be a powerful engagement 
tool. An impact investment inherently 
has a compelling story to tell—one that 
extends beyond market returns and 
earnings before interest, tax, deprecia
tion, and amortization. Putting money to 
work to address a global or local social 
challenge gives millennial investors the 
opportunity to experience the return of 
their investments in a more tangible 
way. From themed portfolios built 
around goals such as clean water or zero 
waste, to exchangetraded funds (ETFs) 
composed of companies that meet cer
tain impact criteria such as a minimal 
carbon footprint or high percentage of 
female leadership, new products and 
platforms are enabling investors to con
tribute directly to the causes they care 
most about.  

PORTFOLIOS	CAN	INSPIRE	
PURPOSEFUL	DIALOGUE
Digging into the themes, causes, and 
geographies that are most important  
to someone can establish a framework 
for connecting people with portfolios  
in a more meaningful way. Impact 
investing can be used to deepen  
relationships between investors and 
financial professionals, as well as to 
inspire crossgenerational dialogue 
within families. The Global Family 
Office Report found that millennials  
are moving the needle, with twothirds 
of family offices agreeing that families 
with millennial children would see an 
increased demand to participate in 
impact investing. Philanthropy is no 
longer the only way to put money  
to work for the common good; rather, 
47 percent of family offices reported 
that impact investing is a more effi
cient use of funds than philanthropy  
to achieve social impact.17 This gen
erational demand is prompting a  
much larger conversation about the 
purpose, and opportunity, surrounding 
family wealth.  

open to exploring different career 
options. With the lack of retirement sup
port and employer benefits such as 
pensions, combined with the reality that 
millennials most likely will need to con
tinue working well into their retirement 
years, this generation is drawn to careers 
that offer a greater sense of meaning 
from the getgo, rather than waiting 
until retirement to start giving back and 
doing what they love.

THE MILLENNIAL ATTRACTION 
TO IMPACT INVESTING
By understanding some of the motiva
tions that shape the millennial mindset, 
it’s easier to recognize how and why 
impact investing appeals to this investor 
demographic. Other generations may 
have preferred to spend the first 50 or 60 
years of their lives accumulating wealth 
before giving all or part of it away, but 
millennials do not view doing well and 
doing good as autonomous (or sequen
tial) motivations. They view their 
financial activity as an extension of who 
they are, with 67 percent of millennials 
agreeing that investment decisions are a 
way to express their social, political, and 
environmental values.16

By aligning financial products with  
personal values and societal purpose, 
millennials can view money as a tool for 
good, alleviating the intimidation factor 
that so often is associated with invest
ing. Here are some ways impact 
investing caters to the millennial mind
set, making this field increasingly 
popular among this demographic. 

come to expect ondemand access with 
the click of a button, driving the finan
cial services industry to develop secure, 
digital capabilities and mobilefriendly 
offerings to meet the needs of the uber
connected consumer.

SOCIALLY	CONSCIOUS	ETHOS
According to Deloitte’s 2017 Millennial 
Survey, 84 percent of millennials feel it 
is their duty to make the world a better 
place. From the products they buy to the 
careers they choose and the organiza
tions they support, millennials are 
evaluating decisions through an impact 
lens. And in doing so, millennials are 
holding companies, organizations, lead
ers, and themselves accountable for 
making responsible, socially conscious 
choices. Research shows that this gener
ation is committed to making impact 
first decisions when it comes to issues 
they care about, whether it’s taking a pay 
cut to work for a responsible company,9 
seeking out employers who share their 
personal values,10 or paying more for 
sustainable products.11 Regarding con
sumer ethics, 9 in 10 millennials would 
switch brands to one associated with a 
cause.12 Social impact is no longer 
reserved for philanthropy or volunteer 
activities; millennials are integrating 
personal values across every facet of 
their lives. 

RETIREMENT,	REIMAGINED
Millennials know it’s going to be on them 
(rather than Uncle Sam) to save for the 
future. More than onethird of those  
age 19–35 say they expect to receive 
0 percent of their retirement income 
from Social Security, and 21 percent say 
they have no idea what to expect.13 This 
has had a significant influence on millen
nials’ approach to saving. Studies show 
that millennials started saving at 22 
years old, almost 10 years earlier than 
previous generations, compared to  
generation X at 28 and boomers at 35.14 
In fact, 62 percent of millennials save 
5 percent or more of their income, almost 
double the rate of other older genera
tions at that age.15 As retirement is being 
reimagined, millennials increasingly are 

Putting money to work to 
address a global or local 
social challenge gives 
millennial investors the 
opportunity to experience 
the return of their 
investments in a more 
tangible way.

© 2017 Investments & Wealth Institute, formerly IMCA. Reprinted with permission. All rights reserved.



FEATURE | WHAT MAKES MILLENNIALS AND IMPACT INvESTINg THE PERFECT MATCH?  
NOVEMBER
DECEMBER

2017

21INVESTMENTS & WEALTH MONITOR

Impact investing also can help filter out 
intimidating industry jargon by con
necting financial investments with 
positive social change. Expand the con
versation beyond a stock’s historical 
performance and dig into the company’s 
mission, the people the company is 
employing, and the leadership’s vision 
for the future. By highlighting the influ
ence of sustainable business practices 
in the long run, financial advisors can 
educate young investors on how they 
can connect their investment holdings 
with their principles and desired impact.

TWEAK	THE	TRADITIONAL
Adapt existing methods to help connect 
investors to their portfolios on a deeper 
level. For example, consider revising the 
investment questionnaire to help get at 
the “why” behind the numbers by incor
porating discoveryoriented questions 
such as the following:

 A What are some of the most important 
reasons why you are saving? 

 A How do you define your own success? 
 A What are some of the “firsts” you 

want to take in the next five years? 
 A What are you most concerned about 

being able to afford in life?

Advisors can illustrate how portfolio 
decisions can align with a client’s indi
vidual needs and personal circum
stances. These types of questions can 
help shift the conversation to expand 
beyond risk and return profiles to a 
client’s vision for the future and the val
ues behind the personal motivation. By 
digging into investors’ key motivations, 
advisors can show clients that their 
portfolios can be a purposeful tool for 
manifesting life goals and legacy. 

SUMMARY
Millennials are looking for partners 
and resources who understand where 
they’re coming from and the challenges 
they are facing. Having entered adult
hood amid the chaos of the financial 
crisis, many millennials have an inher
ent skepticism about the market. 
Impact investing humanizes money 

This unique convergence of circum
stances poses a significant opportunity 
for financial services professionals. Here 
are a few of the key ways that advisors 
can leverage impact investing to attract, 
engage, and retain millennial clients. 

USE	EDUCATION	AS	
AN	ENTRY	POINT
Because the millennial generation has a 
relatively low level of knowledge when 
it comes to personal finance, there is a 
significant opportunity for advisors to 
position themselves as an educational 
resource for those looking for guidance. 
Millennials recognize the need for pro
fessional help, with 84 percent seeking 
financial advice.19 They are highly 
relationshiporiented and looking for a 
collaborative process, one in which 
advisors can help them discover and 
understand their options. Impact 
investing represents an excellent con
versation starter and strategic entry 
point when approaching a new client 
demographic. 

Passive solutions such as ETFs and 
index funds in particular can help advi
sors establish relationships with new 
millennial clients and introduce the 
basics of investing. According to 
Schwab, 63 percent of millennials, more 
than any other generation, expect ETFs 
to be their primary investment vehicle 
in the future.20 This generational affin
ity for ETFs, combined with a desire for 
a more socially responsible approach, 
illustrates increasing demand for pas
sive solutions that incorporate an 
impact lens. Lowcost options, such as 
ETFs, that address immediate client 
needs can help advisors get a foot in the 
door with prospects who are unsure of 
how to get started.

LEVERAGE	STORYTELLING
Tying a financial product to a cause or 
purpose makes the investment process 
more relatable. Use storytelling to 
engage prospects and clients by 
explaining how the investment strategy 
can directly contribute to the causes and 
themes they are most passionate about. 

GLOBAL	CITIZENSHIP	IS	DRIVING	
GREATER	COLLABORATION
There are few asset classes where the 
power of collaboration is more salient. 
Thanks to new technologies and the 
growing popularity of crowdsourcing, 
tackling global challenges has become a 
team effort. Millennials are the most
networked generation to date; as a 
result, they share a heightened sense of 
empathy for peers around the world who 
may be experiencing particular chal
lenges more directly. Philanthropy plays 
a critical role in this ecosystem, but 
impact investing offers a sustainable and 
resultsdriven alternative to affecting 
change. It prioritizes collaboration over 
competition and has the power to unite 
public and private sectors under the 
guise of a shared purpose.

DOING	GOOD	IS	GOOD	BUSINESS
With the belief that you can do well and 
do good simultaneously, millennials  
view sustainability efforts as simply 
smart business management. In fact,  
this generation ranks “to improve society” 
as the numberone priority of business.18 
With new blended approaches toward 
sustainable change, no longer are  
business and philanthropy separate  
philo sophies. With the rise of social 
entrepreneurship, millennials are driving 
innovation at the intersection of profit 
and purpose. Impact investing caters to 
the “doing good, doing well” mentality 
and improves upon traditional ways of 
creating more meaningful, and responsi
ble, strategies for putting money to work. 

TIMELY OPPORTUNITY FOR 
FINANCIAL ADVISORS 
All generations share a desire to make a 
difference, but millennials are uniquely 
positioned to use impact investing as a 
tool to affect change at scale. Why now 
and why this generation? It all comes 
down to timing. From the societal pres
sures that have shaped the millennial 
mindset, to the technologies that enable 
greater transparency, to the rise of 
missiondriven companies that are  
successfully pursuing both profits and 
purpose, we are at a tipping point. 
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management by aligning financial 
objectives with personal interests, and 
it can be used by financial advisors to 
connect with millennial investors in a 
more authentic way. Advisors who are 
able to empower their clients to make 
moreeducated decisions that are 
aligned with both their financial  
objectives and values will become 
trusted partners to the next generation 
of conscientious investors. 
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