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1. Introduction

A New Era of Impact-Driven Investments

In the evolving world of sustainable finance, social bonds have emerged as transformative
instruments. They channel capital into projects that address critical societal needs like
affordable housing, healthcare, and education. These bonds are redefining how investors

think about returns—not just in financial terms but in measurable social outcomes.

As interest in Environmental, Social, and Governance (ESG) criteria gains momentum, social
bonds are pivotal in helping investors balance profit with purpose. This report delves into the
transformative potential of social bonds, exploring their role in tackling social challenges while

shaping portfolios for a sustainable future.

Local government issuers continue to dominate

Not-for-Profit

~ Non-Financial
6% Corporate

1% <1%

Financial Corporate
B
Develop t Bank r@-. <1% Not-for-Profit
Sovereign <1%

Figure 1. Social Bond Issuance Breakdown (2023) Source: Climate Bonds Initiative (2024).

Most social bonds are issued by local governments. According to the Climate Bonds Initiative
(2024), “local governments were the only issuer type to increase the volume issued in 2023”.
Despite direct responsibility for social services, the reason that companies contributed less to
this market is because of the uncertainty of social outcomes, where firms tend to prioritise

profitability and shareholder returns.


https://www.climatebonds.net/files/reports/cbi_sotm23_02h.pdf

Research Focus: Unlocking the Potential of Social Bonds

Social bonds represent more than just another financial product; they are the vanguard of a

global shift toward impact investing, redefining how returns are measured. Yet, as with any

innovation, their growth is accompanied by complexities that demand rigorous exploration.

This report sets out to provide a roadmap for understanding the transformative potential of

social bonds by answering pivotal questions:

How do social bonds balance impact with returns? A deep dive into their dual capacity
to deliver social benefits and stable financial performance, ensuring relevance in ESG

portfolios.

What risks threaten their credibility? With the rise of "social washing," it’s crucial to

identify how exaggerated claims compromise trust and distort market dynamics.

Are they viable in a competitive financial market? Examining financial performance
through the lens of JP Morgan, HSBC, and Bank of America, the report highlights how

these institutions are setting benchmarks.

Can social bonds reshape developing economies? Emerging markets present unique
challenges and opportunities. This report evaluates the role of social bonds in fostering

equitable development across regions like Africa and South Asia.

In essence, this research highlights the growing significance of social bonds while addressing

the challenges that could hinder their momentum.

2. Social Washing: A Looming Threat to Credibility

The Thin Line Between Ambition and Exaggeration

Social bonds promise much, but their credibility is only as strong as the authenticity of their

impact. Unfortunately, social washing—the practice of overstating or fabricating social

benefits—has emerged as a significant threat, in a market driven by ethical considerations,

social washing risks undermining the very foundation of trust on which these instruments are

built.



At the heart of the problem lies the growing popularity of ESG investments, which has created
a paradox: while the demand for socially impactful products has surged, the pressure to
deliver results has tempted some issuers to overstate their claims. The result? Investors,
unable to discern truth from embellishment, grow wary of the market altogether.

Challenges: The Ripple Effects of Social Washing

The implications of social washing extend far beyond individual issuances, posing systemic

risks to the social bond ecosystem:

o Trust Deficit: When issuers exaggerate impact metrics, it erodes confidence among

investors, potentially diverting funds away from genuinely impactful projects.

o Weak Regulatory Frameworks: The absence of universal standards makes it easier
for issuers to manipulate their claims. Developing markets, in particular, struggle

with inconsistent guidelines, further exacerbating the problem.

These challenges underscore the urgent need for a shift toward greater accountability and

transparency, ensuring that social bonds deliver on their promises.

Rebuilding Credibility: Strategies for a Resilient Market

The battle against social washing requires a concerted effort from all stakeholders—issuers,
regulators, and investors. A few actionable measures can safeguard the integrity of the
market:

e Enhanced Transparency: Standardized and detailed reporting on the use of proceeds

and project outcomes is critical. Investors should demand metrics that go beyond

surface-level claims, offering quantifiable evidence of impact.

e Independent Verification: Engaging third-party auditors to validate impact claims
ensures that projects adhere to their stated objectives. Organisations such as CICERO

have emerged as leaders in providing this much-needed oversight.

e Strengthened Regulatory Oversight: Governments and global agencies must
introduce robust accountability frameworks, particularly in emerging markets where
regulatory gaps are most pronounced. The establishment of industry-wide best

practices would help create a level playing field for issuers.



Looking Ahead: The Responsibility of the Market

The credibility of social bonds is at a crossroads. The financial ecosystem must prioritise
authenticity over optics for these instruments to fulfil their potential as catalysts for positive
change. Social washing is not just a minor blemish; it’s a fundamental challenge to the trust
that underpins the market. By addressing these risks proactively, the industry can ensure that
social bonds remain a powerful force for good—both for investors and society at large.

3. Financial Insights: Balancing Returns with Impact

Social bonds represent a fascinating intersection of finance and purpose. While traditional
bonds focus solely on maximising returns, social bonds aim to deliver measurable societal
benefits alongside steady financial performance. This dual purpose raises questions: Can

they compete financially with other instruments? And are the risks worth the rewards?
Returns: Modest but Meaningful

Unlike the often volatile nature of equities or even green bonds, social bonds offer
predictability. Historically, these bonds yield 2.1%-4%, depending on their duration and the
issuer's credibility. For example, investors have reported stable returns over 10 years,
averaging just under 4%, even during periods of economic uncertainty. While this may not
rival the high-yield returns of corporate bonds, it reflects a growing investor appetite for
stability and ethical alignment. Such consistency is not accidental. Social bonds, underpinned
by investments in housing, healthcare, and education, are tied to projects that deliver tangible
outcomes. These investments tend to weather market volatility better, appealing to risk-

averse institutional investors and ESG-focused funds.

However, there’s a trade-off: While prioritising impact, the potential for higher returns is
limited. As ESG investment frameworks evolve, this balance between return and purpose
continues to attract socially conscious investors, underscoring the growing financial maturity

of this market segment.
Risks: The Unseen Challenges

No financial instrument is without its risks, and social bonds are no exception. Beneath their

socially responsible veneer lie unique vulnerabilities that must be addressed.
Issuer Accountability

Social bonds rely heavily on the transparency and ethical integrity of their issuers. A

misalignment between allocated funds and reported impacts can severely undermine investor



trust. Recent scrutiny of emerging market issuers highlights the importance of robust

governance frameworks to ensure bonds deliver on their promises.
Market Sensitivity

The fixed-income nature of social bonds provides a cushion against sharp economic
downturns. However, they remain exposed to interest rate fluctuations and macroeconomic
shifts, particularly in developing regions. For instance, emerging market social bonds often

carry a higher risk premium due to currency instability and political uncertainty.

Emerging Market Risks

In regions like Africa and South Asia, where social bonds are increasingly seen as tools for
financing developmental projects, risks extend beyond markets. Projects may encounter
delays due to inadequate governance structures, regulatory inefficiencies, or sociopolitical

opposition.

Aligned GSS+ issuance increased to USD870bn in 2023
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Figure 2. JPMorgan's ESG Scores Compared to Benchmarks Source: Climate Bonds Initiative

(2024).
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Green bonds have consistently dominated the sustainable debt market, experiencing
steady growth from 2017 to 2021. As established instruments, they play a pivotal role
in addressing pressing environmental challenges, such as renewable energy
transitions, energy efficiency improvements, and climate resilience. Their prominence

reflects their reliability in advancing the global green agenda.

Social bonds, though relatively newer, have gained significant traction, particularly
during periods of heightened social awareness, such as the pandemic in 2020. These
bonds address critical societal needs, including affordable housing, healthcare, and
education, making them increasingly attractive to ESG-conscious investors seeking to

make a tangible social impact.

In 2022, the sustainable debt market experienced a notable 20% decline in issuance,
primarily driven by macroeconomic challenges such as rising interest rates and
geopolitical uncertainties, including the Russia-Ukraine conflict. This dip underscores

the sensitivity of ESG financing to broader economic and political conditions.

Sustainability-linked bonds (SLBs) have emerged as a dynamic addition to the
sustainable debt landscape. By tying issuances to measurable ESG targets, SLBs offer
flexibility and accountability, attracting a diverse range of investors. This trend
highlights the evolution of sustainable finance toward more outcome-driven

instruments.

The growing interest in social bonds signifies a shift in investor priorities. This trend
reflects the market’s evolving approach, balancing environmental and social objectives

to create a more inclusive and impactful sustainable finance ecosystem.

The Long-Term View: Opportunities on the Horizon

Despite these challenges, social bonds are poised for growth. Global financial institutions like

JP Morgan, HSBC, and Bank of America have recognised their potential, weaving them into

broader ESG strategies. Notably:

JP Morgan forecasts a threefold increase in its social bond issuances by 2030, reflecting

its belief in their long-term financial viability.

HSBC, meanwhile, is betting big on emerging markets, using social bonds to address

healthcare and educational disparities across Asia and Africa.



e Bank of America has positioned itself as a leader in tackling systemic inequalities
through its bond issuances, framing these investments as cornerstones of its

sustainable finance initiatives.

These moves signify a broader shift: Social bonds are not just niche instruments; they are
becoming essential tools for addressing global challenges while generating moderate but

meaningful returns.
Insight: The Balancing Act

Investors must recognise that social bonds are not designed to deliver outsized financial gains.
Instead, they offer a stable, purpose-driven investment that aligns with long-term ESG goals.
Their growing popularity underscores a new narrative in finance: one where returns are

measured not just in percentages but in lives improved and communities uplifted.

This dual focus, while promising, requires robust frameworks to mitigate risks. Ensuring issuer
accountability, enhancing transparency, and addressing emerging market vulnerabilities are

essential steps toward unlocking the full potential of social bonds.

4. The Future of Social Bonds: Institutional Strategies

Social bonds have emerged as transformative instruments in sustainable finance, offering a
dual focus on financial returns and societal impact. As the global investment landscape shifts
towards ESG-aligned portfolios, institutions like JP Morgan, HSBC, and Bank of America are
shaping the future of social bonds through strategic deployments. Their initiatives not only
address systemic societal challenges but also redefine modern finance by embedding
sustainability at its core.

JP Morgan: Expanding Social Equity

JP Morgan is spearheading a global effort to tackle inequities through social bonds. By 2030,
the bank aims to triple its issuance, prioritising:

Affordable Housing

Financing over 200,000 affordable housing units in underserved communities across the
U.S. and Europe.



In relation to these Notes, JPMorgan Chase has disbursed over $1 billion* to help finance:

223 affordable housing projects
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Figure 3. Affordable Housing Projects in the U.S. by JPMorgan Chase (2022) Source:

JPMorgan Chase (2022).

Healthcare Access

Supporting healthcare infrastructure in Asia and Africa, focusing on regions with limited

medical resources. This strategy exemplifies JP Morgan’s commitment to measurable impact,

leveraging collaborations with governments and NGOs to amplify outcomes. The bank’s long-

term vision ensures these bonds remain integral to ESG portfolios.

JPMorgan ESG Scores Comparison (Fund vs. Peer)
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https://www.jpmorganchase.com/content/dam/jpmc/jpmorgan-chase-and-co/documents/2022-social-bond-report.pdf

aligning closely with peer benchmarks. However, Social metrics remain slightly lower,
indicating an area for enhanced focus.

Environmental, Social and Governance scores

@ Fund Peer
J 5-9 i 56 I 6-3
Environmental Social Governance

The MSCI Fund ESG Rating seeks to measure the resiliency of portfolios to long term ESG risks and
opportunities. A highly rated fund consists of issuers with leading or improving management of key ESG risks.
MSCI ESG Ratings range from CCC (laggard) to AAA (leader) and are a direct mapping of numerical ESG
Quallity Scores, which range from 0 to 10. Individual Environmental, Social and Governance Scores also range
from O to 10. Fund ESG Ratings are not a measure of a portfolio’s ESG values, ESG impact or climate risk. Peer
groups are defined using the Lipper Global Classification Scheme.

Figure 4. Environmental, Social, and Governance Scores (Fund vs. Peer). Source: JPMorgan
Asset Management (2024).

The Environmental pillar highlights the fund’s investment in renewable energy and low-
carbon initiatives, matching industry standards. Governance scores reflect strong corporate
oversight and transparency measures. The lag in social scores underscores the need for
greater emphasis on diversity, equitable workplace practices, and community engagement
initiatives.

These insights underline JPMorgan’s ongoing efforts to refine its ESG strategies and
strengthen its alignment with industry-leading practices.

JPMorgan's Green and Sustainable Initiatives: Allocation and Impact (2023)

JPMorgan Chase has committed to achieving a $2.5 trillion Sustainable Development Target
(SDT) by 2030, with $675 billion financed as of 2023, reflecting 27% progress toward this
ambitious goal. Of the total financing, $194 billion was allocated in 2023 alone. This includes
$66 billion for green initiatives, $102 billion for development finance, and $26 billion for
community development.

In addition to green initiatives, JPMorgan continues to advance its social impact through
significant investments in social bonds. These bonds are directed toward critical societal
needs, including affordable housing, healthcare infrastructure, and education. By combining
its focus on environmental and social objectives, JPMorgan Chase is creating a balanced
approach to sustainability, addressing the interconnected challenges of climate change and
social equity. Cumulatively, from 2021 to 2023, JPMorgan Chase directed $242 billion towards

11
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green objectives, $306 billion into development finance, and $127 billion for community
development. These initiatives aim to tackle pressing global issues, such as transportation,
improving water management, and fostering affordable housing worldwide.

PROGRESS TOWARD THE SUSTAINABLE DEVELOPMENT TARGET"®-¢

$285B |$197B|$194B $2.5T
2021 2022 | 2023 By the end of 2030
$675B|27% |
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Figure 5. Progress Toward the Sustainable Development Target (2021-2023). Source:
JPMorgan Chase (2023).
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HSBC: Bridging the Emerging Market Gap

HSBC’s focus lies in addressing systemic inequities in emerging markets through innovative
social bond solutions:

e $3 Billion by 2035: Targeted investments in education, clean water, and healthcare
across Africa, South Asia, and Latin America.

e Digital Transformation: Financing projects like telehealth platforms and e-learning
systems to improve access in underserved areas.

e Global Partnerships: Collaborating with the World Bank to co-finance large-scale,
high-impact initiatives.

HSBC's localised approach positions it as a key player in driving meaningful development in
regions often overlooked by traditional financial instruments.

HSBC Sustainable Finance Progress vs Targets (in Billion USD)
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Figure 6. HSBC Sustainable Finance Progress vs. Targets (in Billion USD).

HSBC has set an ambitious target to facilitate between $750 billion and $1 trillion in sustainable
finance and investments by 2030, reflecting its commitment to driving environmental and social
impact. According to HSBC, by 2023, the bank had already allocated $267.8 billion to
sustainable finance and $26.6 billion to ESG and sustainable investing, achieving approximately
35% of the minimum target. These funds have been channelled into projects focused on
renewable energy, emission reductions, and social initiatives like affordable housing and

13



healthcare. This reinforces HSBC's strategic role in supporting a global transition to a low-
carbon and inclusive economy.

Bank of America: Tackling Inequality at Scale

Bank of America’s strategy with social bonds focuses on addressing racial and economic
disparities through targeted, scalable impact:

e Racial Equity Bonds: A S2 billion commitment to minority-owned businesses,
affordable housing, and workforce development.

o Climate-Linked Social Bonds: Projects addressing climate resilience, safeguarding
vulnerable communities from environmental risks.

e Global Expansion: Plans to allocate 30% of future social bonds in Europe and Asia by
2030, enhancing its global footprint.

Bank of America Bond Issuance Breakdown
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Green Bond

m Social Bond
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Sustainable Bond

Figure 7. Bank of America Bond Issuance Breakdown.

Bank of America has made substantial strides in ESG financing, as depicted in its bond issuance
and allocation strategies. The pie chart highlights the breakdown of bond issuance, with Green
Bonds making up the largest share at 44.4%, followed by Sustainability Bonds at 29.9%, and

14



Social Bonds at 25.7%. This distribution demonstrates the bank’s commitment to a balanced
approach toward environmental and social impact.

This dual focus ensures Bank of America remains at the forefront of sustainable and
equitable finance.

Bank of America ESG Funds Allocation by Category

Affordable Housing Healthcare Education Renewable Energy Community Development

Figure 8. Bank of America ESG Funds Allocation by Category.

The bar chart further elaborates on Bank of America’s fund allocation priorities.

e Affordable Housing leads as the highest-funded category with $35 billion,
emphasising the bank’s focus on addressing housing inequities.

e Investments in Healthcare and Community Development amount to $25 billion and
$30 billion, respectively, showcasing efforts to bolster societal well-being.

e Renewable Energy and Education, receiving $20 billion and $15 billion, respectively,

highlight the integration of clean energy initiatives and educational empowerment
within the bank’s strategy.
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e Together, these charts underscore Bank of America’s dedication to a holistic ESG
agenda, supporting environmental sustainability and social development through
substantial financial commitments.

Strategic Outlook

The strategies of JP Morgan, HSBC, and Bank of America highlight key trends in the social bond
landscape:

1. Global Alignment with SDGs: Social bonds are increasingly tied to the United Nations
Sustainable Development Goals (SDGs), ensuring relevance in a shifting investment
environment.

2. Reputation as ESG Leaders: By integrating social bonds into their core strategies, these
institutions are enhancing their reputations as pioneers in sustainable finance.

3. Portfolio Diversification and Risk Mitigation: Social bonds offer stability and reduce
exposure to traditional market risks, aligning portfolios with long-term sustainability
objectives.

The future of social bonds lies in balancing financial returns with measurable societal impact.
As these institutions innovate and expand, they pave the way for a more sustainable, inclusive

global economy.

5. The Facade of Social Responsibility Across Sectors

As discussed in Section 2, social washing involves organisations overstating or misrepresenting
their commitment to social and environmental responsibility. This section delves deeper into
how social washing manifests in key industries, revealing the disconnect between corporate

promises and practices that often undermine trust and authentic progress.

Fast Fashion Industry

Some fast fashion companies like H&M or Lululemon introduced "sustainable" or "conscious"
collections, promoting inclusivity and environmental responsibility. However, investigations
have revealed that these brands often continue exploitative labour practices and fail to
provide safe working conditions for their employees, highlighting a discrepancy between their
marketing messages and actual practices.

According to Rauturier (2022), H&M's Lop campaign featuring Maisie Williams and a virtual
recycling initiative on Animal Crossing promoted sustainability through in-store recycling
machines. However, critics highlight that recycling a few garments cannot offset the
production of 3 billion items annually, which heavily impacts the environment. This campaign

16



exposes the gap between H&M's marketing claims and the need for bigger changes like
reducing production and improving labour practices.

Technology sector

Platforms such as Facebook and Twitter publicly support social justice movements and claim
to promote free expression. Despite this, they have been criticised for inadequate responses
to issues like online harassment, data privacy violations, and the spread of misinformation,
indicating a gap between their stated values and real-world actions.

Contemporary

Companies frequently feature diverse individuals in their marketing campaigns, showcasing
support for inclusion and equality. While this outward display may generate positive public
sentiment, internal operations often reveal a lack of genuine commitment. For example,
according to lldiko Almasi Simsic (2024), many organisations fail to implement equitable pay
structures, provide career advancement opportunities for minority employees, or establish
inclusive workplace policies. This disconnect between external messaging and internal
practices undermines their credibility, turning what could be meaningful diversity efforts into

mere performative actions.

Environmental Claims

Businesses often market their products as sustainable or eco-friendly to appeal to
environmentally conscious consumers. However, further investigation frequently uncovers
exaggerated or unverified claims—a practice known as greenwashing. For instance, brands
might advertise a single sustainable product line while maintaining wasteful or exploitative
practices across the rest of their operations. When environmental claims lack substance, they
not only mislead consumers but also divert attention from the systemic changes needed to

address broader sustainability challenges.

6. Conclusion

Social bonds embody a transformative opportunity at the intersection of financial returns and
societal well-being, allowing investors to create meaningful social impact while pursuing
profitability. However, the growth of the social bond market hinges on addressing persistent

challenges such as social washing, regulatory inconsistencies, and risks in emerging markets.

By fostering greater transparency, implementing stringent regulatory standards, and
encouraging cross-border collaboration, stakeholders can enhance trust and credibility in the
social bond market. Moreover, as demonstrated through sector-specific strategies of global

financial leaders like JP Morgan, HSBC, and Bank of America, the potential of social bonds

17



extends beyond mere financial instruments—they represent a pathway to addressing

pressing global challenges.

To sustain momentum and drive innovation, the industry must balance financial and social
objectives, ensuring that social bonds remain a cornerstone of sustainable finance in the

evolving ESG landscape.
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