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Ethical Finance: Reconnecting
Money with Purpose

Finance shapes nearly every aspect of our modern world, determining which industries
grow, which technologies develop, and which communities access resources. Yet the
financial system often feels complex and disconnected from daily life—especially for
young people.

Ethical finance challenges this disconnect by reconnecting money with purpose. It
invites us to consider not only how money is managed, but to what end, and with what
consequences for society and the planet.

Funded by the European Union. Views and opinions expressed are however those of the author(s) only and do
not necessarily reflect those of the European Union or the European Education and Culture Executive Agency
(EACEA). Neither the European Union nor EACEA can be held responsible for them.
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What Is Ethical Finance?

Ethical finance is rooted in the idea that financial decisions should contribute to the common good. It's concerned not only with profitability, but also
with the environmental, social, and governance (ESG) impacts of financial activity.

At its core, ethical finance asks a simple yet profound question: Are we using financial resources to build the kind of world we want to live in?

It seeks to ensure money supports fairness, long-term sustainability, and human dignity whilst maintaining financial viability.
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Understanding Ethical and
Sustainable Finance

Ethical finance aligns financial decisions—saving, lending, investing, or budgeting—
with personal and collective values including social justice, environmental
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responsibility, human rights, and economic fairness.

It goes beyond maximising short-term profit and considers long-term effects on
people and the planet. This applies to individuals choosing where to bank and

institutions managing large-scale investments.

Sustainable finance specifically integrates ESG considerations into decision-making,
supporting long-term investments in sustainable economic activities and outcomes.
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Environmental Social
Climate change mitigation and Equality, inclusiveness, decent work,
adaptation, pollution prevention, investment in skills and education,
biodiversity preservation, and community development, and
transition to a circular economy respect for human rights
Governance

Transparency, accountability, employee relations, and executive remuneration
that integrates sustainability principles
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The European Perspective

In the European Union, sustainable finance is a key mechanism supporting economic
growth aligned with the European Green Deal. It aims to reduce environmental
degradation, foster climate resilience, and integrate social and governance concerns
into financial systems.

The EU is a global leader in promoting sustainable finance, viewing it as essential for
reaching climate targets and building a more inclusive, resilient economic model. One
central objective is channelling private capital into the transition toward a climate-
neutral, resource-efficient, and socially just economy.

Public funding alone is insufficient—private finance must play a complementary and
strategic role in driving systemic change.
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What Is Transition Finance?

Whilst sustainable finance includes investments in activities that are already
environmentally and socially sustainable, transition finance refers to financing aimed
at helping sectors, businesses, or activities move toward more sustainable
performance over time.

It plays a critical role supporting those who are not yet "green" but are actively working —

to reduce their environmental impact and align with climate and sustainability goals. e iR NP EO-ERIEET T

This approach acknowledges that sustainability is a process, and companies must be
supported in making that transition through access to appropriate financing.
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The Role of Transition Finance

1 2 3
Current State Transition Process Future Goal
Carbon-intensive industries like Credible, time-bound plans to reduce Alignment with climate targets and
manufacturing, transport, or energy with high footprint and change production methods sustainable business models

emissions today

Transition finance is essential for achieving the EU's target of reducing greenhouse gas emissions by at least 55% by 2030, ensuring no sector is left
behind in the shift toward climate neutrality.
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From Shareholder Value to Stakeholder Responsibility

Traditional Model Ethical Finance Model

Shareholder Value Stakeholder Responsibility
Focuses on short-term returns + Considers all affected parties
Prioritises profit maximisation * Includes workers, consumers, communities
Limited consideration of broader impacts «  Values future generations and environment
Narrow definition of success + Emphasises quality and sustainability of growth

This shift reflects broader societal understanding that economic growth alone is insufficient—what matters is the quality, inclusivity, and
sustainability of that growth.
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Why This Matters to Young
People

Young people today live through profound social, environmental, and economic
change. Climate breakdown, inequality, digital transformation, and global instability
present significant challenges—but also opportunities to imagine and create a
different future.

Understanding ethical and sustainable finance equips young adults with knowledge
and tools to participate meaningfully in shaping that future. It empowers them to
make informed decisions about personal finances, advocate for responsible
investment, and support businesses aligning with their values.

As the next generation of professionals, entrepreneurs, consumers, and voters, young
people have a unique role in shifting financial norms and practices toward ethics,
transparency, and long-term impact.
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The Sustainable Development
Goals

The Sustainable Development Goals (SDGs) are a universal blueprint for peace, people,
and planet, adopted by all United Nations member states in 2015. These 17 interlinked
goals provide a shared call to action to end poverty, reduce inequality, protect the
environment, and ensure prosperity for all by 2030.

From clean energy to quality education, from gender equality to climate action, the
SDGs provide a clear framework for what a just and sustainable world should look like.

But reaching these goals requires more than good intentions—it demands a
fundamental shift in how money flows through our global systems.
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The 17 Sustainable Development Goals
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More Sustainable Development Goals
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Annual Investment Needed Target Deadline Interconnected Goals
Required globally to reach SDGs by 2030 When all SDGs should be achieved All goals support and reinforce each other

Public funding alone is not sufficient to close this gap. Private finance—through banks, investors, corporations, and individuals—must be mobilised on
a large scale. However, most financial systems today still prioritise short-term profit over long-term impact.
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SDG-Finance Connections

SDG 1 - No Poverty Microfinance, inclusive banking, and income-generating loans

SDG 7 - Clean Energy Green bonds funding solar, wind, and low-carbon energy

SDG 8 — Decent Work Investments in social enterprises and fair labour practices

SDG 13 - Climate Action Divesting from fossil fuels; funding climate-resilient infrastructure

SDG 9 - Innovation Public-private partnerships for sustainable innovation and digital inclusion

These connections reveal that finance is not neutral—it can either advance or obstruct progress toward global well-being.
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Small Steps to Align Spending with SDGs

Buy Second-Hand Clothes

Try thrift stores, clothing swaps, or second-hand apps instead of
fast fashion. Reduces textile waste and supports circular economy.

Supports SDGs 12 & 13

Support Local Shops

Buy from small, local producers to strengthen community economy
and reduce carbon footprint of purchases.

Supports SDGs 8 & 11

Bring Reusable ltems

Carry refillable water bottles and shopping bags to significantly
reduce single-use plastic consumption over time.

Supports SDGs 12, 14 & 15

Eat Less Meat

Reducing meat consumption even one or two days weekly lowers
greenhouse gas emissions and conserves water.

Supports SDGs 2, 12 & 13
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Long-Term Impact in Finance

Long-term impact refers to the enduring consequences of financial decisions—beyond immediate profit or performance. It includes social,
environmental, and systemic effects that unfold over time.

A focus on long-term impact asks different questions than conventional finance: Does this investment support long-term sustainability and
community well-being? What are the social or environmental costs that might emerge in five, ten, or fifty years?

In ethical finance, long-term impact means considering the full life cycle of investments and business practices, anticipating unintended
consequences, and valuing resilience, equity, and sustainability as key outcomes.
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Who Benefits? Who Is Excluded?

Current System Often Benefits: Often Left Out:

+ Large corporations with access to global capital «  Small or informal businesses

« Investors prioritising short-term returns * Rural and low-income communities

« High-income urban populations + Marginalised groups and climate-vulnerable populations
+ Institutions with established power +  Future generations who inherit consequences

These disparities are structural, not accidental. Ethical finance aims to challenge and correct this imbalance by prioritising investment in underserved
areas, encouraging participation, and expanding access to financial tools.
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Intergenerational Justice

The principle of intergenerational justice recognises that future generations have a
right to live in a world that is liveable, just, and sustainable.

Many financial activities today—such as expansion of fossil fuel industries or
ecosystem degradation for profit—generate short-term returns whilst imposing long-
term damage. These activities create a form of debt not measured in money, but in
climate risk, biodiversity loss, social instability, and economic vulnerability.

Ethical and sustainable finance seeks to reverse this dynamic by investing in long-term
resilience—clean energy, education, social infrastructure, and inclusive innovation.
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Strategies for Long-Term Thinking

Ask Better Questions

Critically assess financial systems and products. Who ultimately
benefits? Who is at risk? What will this investment look like in 10-
20 years?

Advocate for Accountability

Demand transparency from pension funds, universities, and
governments about where money is invested and outcomes
achieved.

Support Ethical Institutions

Use banks, credit unions, and investment platforms that prioritise
sustainability, transparency, and community impact.

Promote Participatory Models

Encourage democratic decision-making in budgeting and
investment through participatory budgeting and community
development funds.
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Reframing Financial Success

Traditional finance often defines success in terms of short-term growth, shareholder return, or capital accumulation. But ethical and sustainable
finance calls for a redefinition of success—one rooted in human dignity, environmental stewardship, and social cohesion over time.

From Extraction To Regeneration

Taking resources without considering regeneration Building back better and restoring natural systems

Finance must be evaluated not only by its returns, but by its responsibility to people, planet, and future generations.
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Corporate Impact: The Nestle
Case Study

Nestlé exemplifies how corporate practices contribute to urgent environmental
challenges. As one of the largest producers of single-use plastic packaging, Nestlé's
products contribute heavily to global plastic pollution, harming marine life and
threatening human health.

The company's extraction of groundwater in water-stressed areas raises serious
concerns. By prioritising commercial bottling, local communities often face depleted
water supplies, affecting access to clean drinking water, agriculture, and natural
ecosystems.

Additionally, Nestlé's supply chains for palm oil, cocoa, and coffee are linked to
deforestation and habitat destruction, accelerating climate change and threatening
biodiversity.
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Why Corporate Impact Matters
to You

As a consumer, investor, or future professional, you are not separate from these
issues. Your purchasing decisions, investment choices, and career path all have the
potential to either support or challenge corporate behaviours.

Understanding environmental and social impacts behind everyday products helps you
make more informed and ethical decisions. Ethical and sustainable finance provides
tools to hold corporations accountable and push for transparency and change.

You also have the opportunity to influence allocation of EU funds and ensure these
investments drive meaningful, positive impact for people and the planet.
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Traditional Global Corporation Ethical Alternative Company
Common Issues: Key Strengths:
« Low wages in supplier factories +  Fair wages and benefits for workers
+  Poor working conditions + Safe workplace conditions
+ Limited transparency + Transparent supply chain reporting
«  Environmental pollution from production « Sustainable materials and processes
« Lack of accountability «  Community investment programmes
Delivers affordable products but hidden social and environmental costs Products may cost more but reflect true cost of responsible business

raise ethical concerns. practices.
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Evaluating Corporate Ethics

Labour Practices Transparency

Are workers paid fair wages and treated with respect throughout the Does the company openly share its social and environmental
supply chain? impacts with stakeholders?

o

Environmental Responsibility Community Impact

Are sustainable materials and processes used to minimise Does the company contribute positively to local economies and

ecological footprint? societies?
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Your Role as Consumer and
Entrepreneur

Understanding corporate impact helps you make informed choices about where you
spend money or which companies you might work with in the future. Supporting
ethical companies encourages better standards and pressures others to improve.

Every financial decision—whether buying a product, choosing where to invest, or
influencing organisational policies—contributes to either sustaining harmful systems
or driving meaningful change.

As consumers, investors, professionals, and citizens, we all have power to advocate HSEYI TH gou ey A0t
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Policy and Regulation Supporting SDG Finance

Governments and international institutions are introducing new regulations to align finance with the SDGs:

EU Sustainable Finance Strategy Taxonomies and Classification Mandatory Sustainability
Promotes integration of ESG and SDG Help define what counts as a "sustainable" Reporting
criteria into financial decision-making investment with clear, measurable criteria. Requires corporations and financial

across member states. institutions to disclose environmental and

social impacts.

These policy tools aim to steer financial flows toward activities supporting SDG targets whilst increasing transparency and accountability.
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Youth Leadership in Sustainable
Finance

Young people are among the most vocal advocates for sustainability—and
increasingly influential as savers, consumers, and future investors. From choosing
ethical banks and pension plans to launching SDG-aligned startups, youth can shape
the financial system to reflect the world they want to inherit.

Understanding the financial side of the SDGs empowers young adults to demand
accountability from institutions, make informed financial choices, advocate for
responsible policies, and participate in economic transformation.

As the next generation of leaders, your voice and choices today will determine the
financial systems of tomorrow.
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Building Financial Systems for the Future

Ethical and sustainable finance invites us to see beyond immediate returns and embrace a broader vision of success—one where long-term impact,

social value, and environmental stewardship are integral to prosperity.

This understanding empowers us to participate actively in shaping a future that is equitable, resilient, and sustainable for all. By integrating
sustainability principles, social value, and long-term impact, we challenge traditional financial systems that prioritise short-term profit over people and

planet.

The transition requires conscious effort from individuals, institutions, and governments working together toward common goals.
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Your Journey in Ethical Finance

Ethical and sustainable finance is not just a technical concept—it's a vital framework shaping how economies grow and societies develop in harmony
with the environment. Every financial decision you make contributes to either sustaining harmful systems or driving meaningful change.

Understanding the SDGs, corporate responsibility, and long-term impact empowers you to make informed choices that align with your values.
Whether as a consumer choosing sustainable products, an investor supporting ethical companies, or a professional advocating for responsible
practices, you have the power to influence positive change.

The future of finance depends on individuals like you who understand that money, when guided by purpose and values, becomes a force for human
dignity, equality, and environmental regeneration.



