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Can we clean up the myths and definitions
around impact investing?
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What is impact investing?

« Term coined in 2007 by the Rockefeller Foundation; the field is still emerging,

under-institutionalized, contextual.

Approach to investment

Impact investing is an approach
to investment that intentionally
seeks to create positive social
or environmental benefits
alongside financial return in an
integral manner.

Field of academic research

The study of the practice of impact
investing and related issues, policy, etc..
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From Investing to Impact Investing

Single bottom line:
Financial profit

“The business of
business is
business.”

Triple bottom line:
Economic; Social;
Environmental

At minimum: avoid
doing harm!

Positive social or
environmental
impact alongside
financial return in
an integral manner.

Application of a
theory of change
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Market size

Market estimates vary depending on definitions and criteria

Source Market size estimate

Monitor Institute (2009) USS 500 billion by 2020

JP Morgan & Rockefeller Foundation (2010) | USS 400 billion — 1 trillion by 2020

Calvert Foundation (2012) USS 650 billion by 2020
World Economic Forum (2013) USS 15-28 billion as of 2013
Global Impact Investing Network (GIIN) USS 77.4 billion of impact investing assets

membership survey (2016) managed by GIIN members as of 2015
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« To reach the US$ 500 billion expectation by 2020, the impact investing
market should grow at a 45% annual rate.

Market size

* For comparison: on average, SRl in the U.S. grew by 11% per year between
1995 and 2012 (US SIF 2012).

“Impact investing is currently growing linearly. In order
for it to grow exponentially, we need to find a way to
incorporate mainstream investors into the mix.”

Randall Kempner, Executive Director, Aspen Network of Development
Entrepreneurs, Aspen Institute, USA (WEF 2013)
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What makes a good impact investment?

Intention ->Theory of Change

Define: Financial + Eco-Social Return

Measure and Report (Integrated )
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Impact investing

lower financial returns?



For environmental impact, not necessarily...
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« Divesting from fossil fuels leads to better portfolio performance (MSCI 2016).

« More often than not, high sustainability standards translate into lower cost of
capital, better stock market performance, and higher long-term returns (Clark
et al. 2015; Morgan Stanley 2015).
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« Measuring “social impact“is only feasible with a clearly defined Theory of
Changehttp://www.springer.com/de/book/9783319101170.

« There are not that many entrepreneurs with a solid social track record. Work
on the number or investment-ready impact enterprises is required https://
www.amazon.com/Sustainable-Financial-Innovation-Karen-Wendt/dp/
1498796737

« Combining the First Global Societal Contract the Sustainable Devolopment
Goals with a sustainable business model requires Thought and Do
Leadership and finteCH4Good.

« Most impact investors expect market rate financial returns (GIIN 2016). And
they are right. We need Impact first-financial first investment opportunities at
the stock exchange https://papers.ssrn.com/sol3/papers.cfm?
abstract_id=2967238

« We need Social Stock Exchanges
https://papers.ssrn.com/sol3/papers.cfm?abstract id=3021739

For social impact, depends...




Example: Social Impact Bonds (SIBs)

FIGURE 1 SOCIAL IMPACT BOND MECHANICS
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What makes impact investing challenging?

Absence of large Legal obligation Lack of investment
scale opportunities to beneficiaries ready social enterprises

Who is willing to provide
finance and on what terms?

Supply participants Intermediaries Demand participants
How can supply and demand be < Who is seeking finance

matched on appropriate terms? for social objectives

Under-developed Difficulty of measuring

Iliquid products Unproven products intermediary market social outcomes

« Impact investing ecosystem is underdeveloped which means that challenges
faced by investors, intermediaries and entrepreneurs are compounded.



Suggestions from a G8 Taskforce (2014)

Measurable
objectives
and tracking
mechanisms

Integrating
impact
analysis into
mainstream
investing

Updating the
definition of
fiduciary
duty

Streamlining
SIBs and pay-
for-success
mechanisms

Support
impact
investing in
international
development

Establish
impact
investment
wholesalers

Boost social
sector
organisational
capacity

Establish
appropriate
legal forms and
provisions




ps !

Impact Investing Research

A literature review by Rosella Care and Karen Wendt (2017) found
differences in the conceptualization of impact investing between practitioners
and scientists in Sustainable Banking.. 73 items of academic research
against 261 items of practitioner- and policy-oriented research.

https://link.springer.com/content/pdf/bfm%3A978-3-319-73389-0%2F 1 .pdf



Impact Investing Research

Major institutions with dedicated research initiatives (Daggers & Nicholls 2016)

Institution Initiative / Centre Country

Carleton University Carleton Centre for Community Innovation Canada

e University CAS.E: The Centre for the Advancement of USA
Social Entrepreneurship

Georgetown University Beeck Centre for Social Impact and Innovation | USA

Harvard University IRI: The Initiative for Responsible Investment USA

Heidelberg University CSl: The Centre for Social Investment Germany

University of New South Wales,

Swinburne University of Technology, | Centre for Social Impact Australia

The University of Western Australia

University of Pennsylvania Wharton Social Impact Initiative USA




Impact Investing Research Themes

INVESTOR INVESTEE ECOSYSTEM
PERSPECTIVE PERSPECTIVE PERSPECTIVE

Portfolio strategies Social entrepreneurship Capacity building
Risk and return analysis Provision of public goods Market development
Secondary markets Investor relations Policy support

Measuring impact Impact reporting Network

CASE STUDIES

Country/region
Sector/industry
Investor/enterprise
Asset type
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People Planet Prosperity with
Passion and Purpose

Investment Portfolio Movement Building Work

Impact through Asset Allocation/ Investments Impact for Entrepreneurs/Investees

Impact according to Themes (Green Finance) Impact forlntermediaries

Ggap analysis ESG and Governance Impact for capital markets

Impact by Innovation and FinteCH4Good Impact for Research

Portfolio Theory reinvented investmentments Impactauf Gesellschaft




Disclaimer ﬁ

All information contained in this presentation has been carefully
compiled and processed by ECCOS Impact GmbH for Sustainable
Finance.io. They are based on sources that we consider reliable.

Nevertheless, ECCOS Impact GmbH does not guarantee the
accuracy and completeness of the information contained herein
and is in no case liable for any damage or loss of any kind.

Past performance is not predictive of the future.

This presentation is only for your information and should facilitate
your independent investment decision. It does not constitute an
offer to sell or an invitation to submit a purchase offer.

The opinions expressed in this publication reflect the assessment of
ECCOS Impact GmbH at the time of publication and are subject to
change without notice.




