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When James S Coleman submitted his essay, Social Capital in the Creation of Human
Capital, to the American Journal of Sociology in 1988 the catalytic impact this research
would bear on the international investment arena would not have been known. With almost
a third of the UK investment population now motivated by a greater range of ambitions than
purely a solid return, an ethos of greater awareness surrounding the societal impact of our
ﬁnancial decisions - both individual and corporate – has become ubiquitous. To understand
this remarkable evolution of decision drivers further, IW Capital has commissioned a nationally representative survey across the British Isles to understand how investor education and
sentiment corresponds with the expanding plethora of emerging tech sector’s driving the
private sector forward. The upsurge in tech-innovation – as shown in the record levels of
investment the British tech community secured in 2017 - and the rapid expansion of newage sectors such as medtech, biotech and ﬁntech, has meant there has never been a more
diverse and comprehensive portfolio of investment opportunities propelling our growing
private sector than that of present-day.
Thirty years after Professor Coleman wrote his landmark sociological thesis, conscious
investing is more prevalent than ever. With social impact investments now estimated to be
worth at least £3.2bn to the UK economy, conscious investing as a result of human interest
is signiﬁcantly more prevalent than that of a decade ago. In 2016, the UK government set up
its own social investment institution – Big Society Capital – while every major bank has
committed to ensuring that a proportion of their investment portfolio meets the Ethical,
Social and Governance (ESG) criteria.

Key Outcomes

Over 12million investors would now
refrain from pursuing an investment
decision because of their personal or
ethical concerns surrounding the nature of
the product or service

Almost a third of those who responded
now believe the ethical, social or environmental impact of the company they are
investing into is just as important as the
ﬁnancial return

50% of investors and consumers want to
invest in medtech in 2018, more than any
other sector

A ﬁfth more 18-24 years olds than over
55 year olds are looking to invest in SMEs
to deliver social change in 2018

51% of respondents don’t know what “knowledgeintensive”, in an EIS context, means

What is the Enterprise Investment Scheme?
A company can only make use of the Enterprise Investment Scheme if it meets a number
of criteria. These are:
It must be established in the UK
It must not be trading on a recognised stock exchange at the time of the share issue and
doesn’t plan to do so (also known as an unquoted company)
It does not control another company other than qualifying subsidiaries
It is not controlled by another company or have more than 50% of its shares owned
by another company
It does not have gross assets worth more than £15 million before any shares are issued,
and not more than £16 million immediately afterwards.

Changes Made to EIS: Autumn Budget 2017
In the 2017 Autumn Budget, the Chancellor doubled the limit for people investing in
‘knowledge-intensive’ companies through the Enterprise Investment Scheme, as well as
doubling the annual investment those companies are allowed to receive. This means that
an individual investor will now be able to earn up to £600,000 in tax relief, up from £300,000
in the current tax year.

What is ‘Knowledge-Intensive’?
To qualify as a knowledge-intensive company, an SME must meet the EIS criteria plus a
number of additional conditions. These are:
It must have fewer than 500 full-time equivalent employees at the time the shares
are issued
It must have spent an amount of its overall operating costs on research and
development or innovation that is at least either:
10% in each of the 3 years before the investment
15% in any one of the 3 years before the investment
It must either:
be carrying out work to create intellectual property and expect the majority of the
company’s or group’s business to come from this within 10 years
have 20% of its employees carrying out research and development when it receives
investment and for 3 years after - these employees must have a relevant Master’s or
higher degree

Key Outcomes
18-35 year olds are four times more likely than the over 55s to use the
doubling of the EIS cap for knowledge-intensive companies as a means
to back more new-era sectors
Investors in London are twice as likely (29%) as the regions (12%) to prefer
investing in SMEs, rather than stocks and shares, as an actively conscious
investment choice
47% of 18-24 year olds would invest in ﬁntech in 2018, compared to 39% of
35-54 year olds and only 34% of over 55s
1 in 5 people in the UK with between £75,000 and £100,000 in investable assets
are now considering knowledge-intensive companies as an investment option
due to the Chancellor’s doubling of the EIS cap
A third of London based investors and consumers would now hold back on
investment decisions because of their own moral or ethical concerns about the
company, a 50% increase on the number of people in the regions who would
make the same decision
Over a third of those with investable assets over £100,000 would now rather
back investments that bear a positive impact on the world we live in
65% of investors in London are looking to invest more in environmental investments in 2018
Over a quarter (26%) of people feel that conscious investment options would
feature more in their decisions, if a better quality of education existed
That almost doubles to 41% of investors based in London

As the number of investment choices available to investors continues to
grow, we look at the sentiment towards some of the fastest growing
new-age sectors in the UK:
Percent of population that
would invest in 2018

Proportion of their investible
assets that they would
invest

Investments that beneﬁt society

51%

17%

EnergyTech

50%

16%

MedTech

49%

16%

Environmental investments

48%

16%

Broader emerging technologies

47%

15%

FinTech

39%

13%

Area of Investment

While the doubling of the Enterprise Investment Scheme cap for
“knowledge-intensive companies” was heralded as one of the keystones of
the 2017 Autumn Budget, six months on we asked whether investors and
consumers understood the term:
Age

18-34

35-54

55+

Understand
“Knowledge-Intensive”

12%

12%

9%

Do not understand
“Knowledge-Intensive”

45%

51%

55%

With the rapid expansion of new-age sectors creating more investment
opportunities than ever before, we look at the generational divide among
working age investors and consumers:
The societal
impact of my
investment is
more important
than it has been
before, but not
more than the
ﬁnancial return

The societal
impact of my
investment is
now just as
important as the
ﬁnancial return

The societal
impact is now
more important
than the
ﬁnancial return

I would like
more education
around how my
investment can
impact society

18-34 year olds

4,675,562

5,088,872

3,874,775

5,321,358

35-55 year olds

2,660,679

2,970,661

2,092,379

2,764,006

Conclusion
Despite the interest in social investments increasing dramatically over the last ten years, the educational infrastructure available to current and potential investors requires advancement to
match the growing demand. With the support of the Government proving invaluable - none more
so than the Chancellor’s doubling of the EIS cap for “knowledge-intensive” companies at the
2017 Autumn Budget - key changes to investor education is vital. A prominent statistic to note unveiled through the 2018 iteration of the Vested Investor Index - is that 51% of consumers and
investors do not understand what a “knowledge-intensive” company actually is. Since its inception, EIS has proven to be a valuable resource for SMEs across the country, and has provided
investors with an efﬁcient means of channeling vital funding into some of the UK’s high-growth
emerging sectors.
In an environment where investment decisions are having a direct impact on the progressive
advancement of society, it is now more vital than ever to ensure that the industry enables sophisticated, retail and potential investors to be fully aware of the options available to them. As the
number of people weighting their investment motivations towards conscientious aims continues
to rise, it will inevitably fall to those of us already in the ﬁnance arena to adapt and build the structures necessary to do so. To understand more about how you as an investor can partake in social
impact investments, speak to a member of the IW Capital team today.

Risk Warning: Please note that investors capital is at risk and there is no guarantee of any return. The investments
on offer are considered high risk as they have low liquidity and are investments in small to medium sized
companies. Debt based securities rely on the income generated by the investment company to pay off interest,
and as such are subject to credit risk. Investors should speak to an Independent Financial Advisor where they are
unsure whether such an investment is suitable. ��
IW Capital Ltd is a Private Limited Company registered in England and Wales with the registered company number
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