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Dear All,
Thank you for joining us for the Impact Summit Europe. Since we last met in The Hague last year, 
much has happened in the world of sustainability and impact investing:

• In September 2015, world leaders ‘called time’ on inequality and global decline at the
United Nations by getting behind a global sustainability agenda. By 2030, leaders
from across sectors and geographies signed off on a highly ambitious set of 17
sustainable development (including 169 ‘sub-goals’!)

• During COP21, leaders reaffirmed the goal of limiting global temperature increases well
below two degrees Celsius, while urging efforts to limit the increase to 1.5 degrees.

• An increasing number of Institutional investors are taking into account their role in
society and take the lead by committing significant capital to impact investing solutions.

• An increasing number of CEOs has called for the need to ‘get beyond business as
usual’.

• A range of promising products and Investment solutions have taken off, such as a
steep increase in the use of ‘blended finance’ finance structures, green bonds, and
social impact bonds (SIBs), and in the corporate ‘scene’, advanced supply chain
initiatives, corporate accelerators, and of course – far-reaching renewable energy and
‘circular’ products.

All in all, significant momentum, yet ways to go!  For this overview of ‘Impact Related Readings’, 
we pulled together a few blogs and reports that collectively highlight a few of the more important 
themes in impact investing and corporate change this past year. It is by no means pretending to 
be a comprehensive review of the market, yet hits on at least a few notable developments and we 
are grateful to our contributors for their leadership. The primer includes:

• Selected definitional frameworks & concepts
• A selection of blogs that we saw trending over the last few months
• A selection of leading sustainability & impact investing reports

We hope you find this overview useful and look forward to continuing to exchange notes, tweets, 
blogs, and reports with you in the year ahead.

Warm wishes, on behalf of our Impact Summit team,

Sophie Robé, CFA
Co-Founder, Impact Summit Europe
Founder & CEO, Phenix Capital

Carolien de Bruin
Founder & CEO, C-Change
Co-Convener, Impact Summit Europe

Frank Bult
Co-Founder, Impact Summit Europe 
CEO, Phenix Impact Development
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End poverty in all its 
forms everywhere

End hunger, achieve 
food security and 
improved nutrition and 
promote sustainable 
agriculture

Ensure healthy lives 
and promote well-being 
for all at all ages

Ensure inclusive and 
equitable quality 
education and promote 
lifelong learning 
opportunities for all

Achieve gender equality 
and empower all women 
and girls

Ensure availability and 
sustainable 
management of water 
and sanitation for all

Ensure access to 
affordable, reliable, 
sustainable and modern 
energy for all

Promote sustained, 
inclusive and sustainable 
economic growth, full and 
productive employment 
and decent work for all

Strengthen the means of 
implementation and 
revitalize the global 
partnership for sustainable 
development

The Global Goals for Sustainable Development come into 
end poverty, combat climate change

United Nations
The 2030 Sustainable Development or ‘SDG’ Age
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Build resilient infrastructure, 
promote inclusive and 
sustainable industrialization 
and foster innovation

Reduce inequality within 
and among countries

Make cities and human 
settlements inclusive, safe, 
resilient and sustainable

Ensure sustainable 
consumption and 
production patterns

Take urgent action to 
combat climate change 
and its impacts

Conserve and 
sustainably use the 
oceans, seas and 
marine resources for 
sustainable 
development

Protect, restore and promote 
sustainable use of terrestrial 
ecosystems, sustainably 
manage forests, combat 
desertification, and halt and 
reverse land degradation and 
halt biodiversity loss

Promote peaceful and 
inclusive societies for 
sustainable development, 
provide access to justice 
for all and build effective, 
accountable and inclusive 
institutions at all levels

TAKE ACTION. Join the movement to make the 
Global Goals for sustainable development a reality.

 effect to achieve three extraordinary things by 2030 –
and fight injustice and inequality.

enda
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Impact Investing: Definitions & Framing
Impact investing is generally defined as “investments made into companies, organizations, and funds with the intention 
to generate social and environmental impact alongside a financial return” (The GIIN, 2016). Investments can target 
financial returns that range from below market (sometimes called concessionary) to risk-adjusted market rate, and can 
be made across asset classes, including but not limited to cash equivalents, fixed income, venture capital, and private 
equity.

Impact investing is a relatively new term, used to describe investments made across many asset classes, sectors, and 
regions. As a result, the market size has not yet been fully quantified. However, the aggregate assets noted below 
indicate that the market is substantial (~$60Bn in 2014) with significant potential for growth (up to $2 Trillion). For more 
information, see https://thegiin.org/impact-investing/need-to-know/

Impact Investing: Definitions & Framing

Source: Bridge Ventures, 2012

Global Impact Investing Network (GIIN), Bridges Ventures 

Spectrum of Capital
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Finance-only Impact-only

Responsible Sustainable Thematic

Impact Investment

Impact-first Philanthropy

The New Paradigm
Limited or no 
focus on ESG 
factors of 
underlying 
investments

Focus on ESG 
risks ranging 
from a wide 
consideration of 
ESG factors to 
negative 
screening of 
harmful products

• PE firm 
integrating ESG 
risks into 
investment 
analysis
• Ethically-
screened 
investment fund

•“Best-in-class” 
SRI fund
• Long-only 
public equity 
fund using deep 
integration of 
ESG to create 
additional value

• Clean energy 
mutual fund
• Emerging 
markets 
healthcare fund
• Microfinance 
structured debt 
fund 

• Fund providing 
debt or equity to 
social enterprises 
and/or trading 
charities

Focus on ESG 
opportunities, 
through 
investment 
selection, 
portfolio 
management and 
shareholder 
advocacy

Focus on one or 
a cluster of issue 
areas where 
social or 
environmental 
need creates a 
commercial 
growth 
opportunity for 
market-rate or 
market-beating 
returns

Focus on one or 
a cluster of issue 
areas  where 
social or 
environmental 
need requires 
some financial 
trade-off

Focus on one or 
a cluster of issue 
areas where 
social or 
environmental 
need requires 
100% financial 
trade-off

Competitive returns

ESG risk management

ESG opportunities

High-impact solutions
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Impact measurement - and knowing the social and/or environmental consequences (positive and negative!) of 
investment decisions - is central to the practice and growth of impact investing. Reliable, comparable, and ‘additional’ 
impact data are critical inputs to management decisions and instrumental to achieving market accountability, velocity, 
and scale. A Working Group on Impact Measurement, launched as part of the G8 Social Investment Taskforce 
outlined 7 guidelines for strong impact measurement at a portfolio, deal, and enterprise level. This work builds 
significantly on the work of the EVPA and aligns with recently adopted European Standard for Social Impact. For more 
information, see: www.socialimpactinvestment.org

Measuring Impact: Guidelines for Good 
Impact Practice

Sources: Measuring Impact: Subject paper of the Impact Measurement Working Group, Social Impact Investment Taskforce, 
September 2014

G7 Working Group to the Social Impact Investing Taskforce

Goal
Setting

Data
Analysis Validation

Data-driven
Management 

Data
Reporting Data

Collection
& Storage 

Framework
Development
& Indicator 
Selection   

Review Plan

Assess Do

The Phases and Guidelines for Impact Measurement

The Seven Guidelines
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Total Value
Impact valuation to support decision making

Value exchanges with society at large

Not captured by company’s accounts; 
value created/abstracted for/from others

Externalities

Partially visible in 
company’s accounts; 

shared costs & benefits

Visible in
company’s
accounts

Shared Value

To
ta

l V
al

ue

Examples
Induced creation of jobs
Emissions
Supply chain biodiversity impacts
Scarcity of natural resources
Systemic economic impacts

Examples
Incidents due to unsafe working conditions
Community investment
Employee learning
Product environmental impacts
Social impact of products or services

For whom
Society at large

For whom
Suppliers
Customers
Local communities

Value exchanges with stakeholders

Intrinsic value

Value
captured by

the organization

Total Value
analysis

We have a strategy update coming up and 
expect to redefine our mission. Could you 
help us to perform an initial and historic Total 
Value analysis to feed our strategy update 
and help implement metrics to measure 
progress on our social mission periodically?

We would like to disclose our ‘Total Value’ to 
our stakeholders in our integrated report 
including assurance. Could you help us to 
measure our most material shared value 
creation and externalities and provide 
transparency to our auditor?

Our clients ask us to proof the superior 
societal benefits of our product. Could you 
help us to measure the products’ social & 
environmental value creation over its 
lifecycle?

Our Business Balanced Score Card KPI’s 
contain mostly ‘activity’ or ‘output’ KPI’s. 
Could you help us to define and implement 
‘outcome’ KPI’s enabling us to measure 
progress on our social mission?

Our project portfolio is complicated and 
multidimensional and we face limited 
resources. Could you help us to assess the 
expected environmental and social value 
creation of our largest project to maximize 
the value creation from our projects?

As a financial institution we would like to 
incorporate environmental risk and socio 
economic benefits in our portfolio decisions. 
Could you help us to implement the right 
metrics and criteria to establish this?

Lagging information Leading information

EY’s Total Value is designed to enable better informed decision making. It helps companies to create more 
value for stakeholders and society at large. Total Value aims to measure and value the most material aspects 
of value creation, which are usually hidden or go unmeasured. 

A Total Value analysis will help company’s decision makers to take better informed decisions on all levels 
(strategic, tactical or operational), as it provides direction on how impact can be maximized and at which 
trade-offs. It therefore helps decision makers within the organization to build future-proof businesses and 
innovators to develop more sustainable products.

Examples of 
Total Value 
applications

Total Value: 
why and what?

Total Value
Impact valuation to support decision making 

EY 2016
All rights reserved
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Developed

Initial
• Limited scope and number of impacts
• Serves as hotspot analysis
• Mostly based on macromodels
• Targeted and limited use for decision making

• Includes all material impacts
• Covers entire value chain and stakeholder groups
• Detailed and elaborate
• Limited number of assumptions
• Wide application for decision making

Typical evolution over time
Total Value: how?

Total Value provides a pragmatic seven step approach to 
measuring and valuing impacts. It builds upon existing knowledge 

principles behind a Total Value analysis are:
• Stakeholder inclusiveness
• Materiality 
• Transparency 
• Balanced view and fairness in attribution
• Accuracy, reliability and timeliness
• Consistency and comparability

Objective

First we determine 
the objective. Does 
it serve as input 
for discussion 
about strategic 
repositioning? Or 
as an accelerator 
for innovation 
of products or 
services? Or even 
to show ‘license to 
operate’? Should 
the analysis look 
back or forward?

Materiality 
analysis

Assess which 
aspects are most 
material. Which 
form of capital is 
impacted most? 
What are the 
boundaries of the 
impact? Given the 
objective of the 
analysis, which 
impacts will be in 
scope?

Impact 
pathways

Qualitative mapping 
of key areas of 
impact, within 
the impact value 
chain and capitals 
affected. This 
mapping follows 
the format of  Input 
– Activity – Output –
Outcome – Impact.

Measurement 
& valuation 
approach

Develop a model 
and establish 
what should be 
measured. Which 
are the relevant 
performance 
indicators, and 
where does data 
come from? 
What are possible 
limitations, and 
estimations in the 
value creation 
model?

Data gathering 
& analysis

Gather data and 
execute modeling. 
Analyze the results 

much the Total 
Value is. What are 
the interrelations 
between capitals? 
How are different 
stakeholders 
affected? What 
is the impact on 
society? What are 
the levers that 
can increase Total 
Value?

Assurance & 
communication

Third party 
assurance can 
increase accuracy 
and credibility 
of the analysis. 
Share the results 
both internally 
and externally, 
depending on the 
objective.

So what – action 
plan

Understand levers 
of change to further 
optimize impacts. 

plan to optimize 
& improve the 
company’s overall 
value creation.

1 2 3 4 5 6 7

Total Value in seven steps

The EY Total Value approach uses seven pragmatic steps towards measuring and valuing impacts which are explained here in more detail.

Contacts

Roel Drost
roel.drost@nl.ey.com
+31 6 2908 4297

Guido Moret
guido.moret@nl.ey.com
+31 6 2125 1908 

Franc van den Berg
franc.van.den.Berg@nl.ey.com
+31 6 2125 1023

Total Value
Impact valuation to support decision making 

EY 2016
All rights reserved

Impact Related Readings  |  11



The Year in 
Review: 
Trending Blogs

12  |  Impact Related Readings



A look at impact investing in Europe with Karen Wilson

Karen Wilson has been working at the OECD since 2009 where her work has focused 
on innovation, entrepreneurship, finance, and most recently social impact investment.

Karen is also a Senior Fellow at Bruegel, an international economics think tank based in 
Brussels, an Associate Fellow at Said Business School at Oxford University and a 
Visiting Lecturer at the Stockholm School of Economics in Riga. She is a Board 
Member and Advisor of the European Foundation for Entrepreneurship Research 
(EFER), and serves as an expert on the European Commission Horizon 2020 Access to 
Risk Finance Advisory Group and on the World Economic Forum’s Global Advisory 
Council on the Creative Economy.

How do you see the impact investing ecosystem in Europe? Is still the case that countries in the 
European continent is much more behind other countries such as US or UK?
Impact investing has grown tremendously in the past 5-10 years but ecosystems vary significantly across  
countries. This primarily has to do with the varying social and financial contexts within countries, the length of time 
in which impact investment has been active within each country and the role of key high profile champions. For 
example, Sir Ronald Cohen, who not only led efforts to development social impact investment in the U.K. over the 
past decade but went on to Chair of the Social Impact Investment Taskforce, established by the G8 under the U.K. 
Presidency in 2013, which has spearheaded a global effort to develop the market.

However, it is not just about key champions, it is important to build a well-functioning impact investing ecosystem. 
These means having appropriate framework conditions in place that enable the effective functioning of the market 
with intermediaries helping to connect investors and investees, as in the mainstream financial market. It is 
important that the public and private sectors work together in facilitating the development of the market. It takes 
time to develop an ecosystem, and the social impact investment still is new in many countries.

In that respect, the US and UK started earlier and the markets are further developed. Also, in the UK, the 
government has played a key role in developing the ecosystem by supporting the creation of intermediaries such 
as Big Society Capital, providing support for social entrepreneurs and tax incentives for impact investors.

What has been the most important development in Europe (or in the different European regions) 
during the last 10 years?
The growth in social entrepreneurship across Europe over the past decades has been one of the drivers of the 
need for impact investment, in parallel with the increasing interest and leadership of family offices and foundations 
in Europe to support entrepreneurs seeking to address social, environmental and economic challenges.

In addition to these broader trends, there are have been multiple developments across Europe, especially in the 
past couple of years. The Social Impact Investment Taskforce (now Global Steering Group) has helped to catalyse
impact investment in a growing number of countries in Europe. Earlier this year, Portugal joined existing members 
UK, France, Germany and Italy but activity has grown also in a broader range of countries including Belgium, the 
Netherlands, Switzerland and the Nordic countries. A number of countries have created National Advisory Boards 
to bring together stakeholders in the social impact investment market and identify ways to further development the 
market. In addition, new approaches and financing instruments are being developed in a number of countries to 
address a variety of growing social needs including youth unemployment and issues related to the refugee crisis.

What are the challenges and opportunities for impact investing in the future?
It is important to remember that social impact investment is about addressing social needs and in more efficient 
and effective ways. It is not about the financial instruments. Social needs are growing and public budgets are 
getting smaller.  We need innovative new approaches to solve social needs.

There is a lot of enthusiasm about impact investment but it is important to look beyond the hype to actual data and 
examples to understand what works and what doesn’t in different sectors and contextual situations. Currently there 
are various efforts to collect data within countries but these are not internationally comparable. Also, there are too 
few examples of how social impact investment works in different sectors, within different country contexts and 
using different financial instruments. Organizations like the OECD can play an important role in defining the data 
and indictors needed and setting up a process for international collaboration on data collection. In addition, the 
development of more detailed case studies would be useful – ones that delve beyond the surface into the real 
lessons learned.

Dr. Olalla Linares Segade, December 21, 2015
Source: http://seif.org/de_DE/interview-with-karen-wilson-impact-investing-in-europe/
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As oil prices bottom out and fossil fuels no longer 
offer strong returns, investment dollars are starting to 
move to renewable energy.

Divestment – the decision to voluntarily reduce one’s fossil 
fuel investments – has been a hot button topic of 
discussion since 2011, when university students began 
calling on their institutions to remove fossil fuels from their 
portfolios. Divestment arguments have often focused on 
the morality of investments, but the economic value of 
divestment has recently become hard to ignore.

In January, portfolio planner Advisor Partners reported that, between 2014 and 2015, New York City’s biggest 
pension fund lost $135m because of its fossil fuel holdings. And, earlier this month, Market Forces, an activist 
group that works in environmental finance, reported that fossil fuel investments cost 15 of Australia’s top funds an 
estimated $5.6bn. On average, this cost each member of these funds $1,109.

For a long time, the corporate case for sustainability has been focused more on public relations than profit. 
Companies that pursued sustainable policies, the reasoning went, benefitted by gaining valuable points with 
customers, avoiding embarrassing scandals and – especially in recent years – getting their pick of eager young 
millennial workers.

But profitable sustainability is coming of age, at least as far as renewable energy is concerned. With the value of 
fossil fuel holdings plummeting and the profitability of renewables growing, investors and companies are 
increasingly looking to sustainable investments for good long term bets.

At January’s UN Investor Summit on Climate Risk – an event attended by 500 global investors representing an 
estimated $22tn in assets – most of the presenters shunted aside the standard public relations and millennial hire 
arguments in favor of an old fashioned look at profits and losses. And, as they made clear, companies and 
investors that shun sustainable, low-carbon assets stand to lose a lot of money.

Michael Liebreich, chairman of Bloomberg New Energy Finance, explained the new math of fossil fuels. Coal, he 
pointed out, is losing value in every country except India. Gas prices have also fallen sharply, leading to a steep 
drop in investment. A recent Citibank report predicted that oil is likely to “bottom out” in 2016. And Bloomberg 
recently quoted Vitol oil holding group CEO, Ian Taylor, as saying that crude oil will likely stay at $60 a barrel for at 
least 10 years.

The rise of renewables
On the other hand, renewable energy is becoming increasingly viable, a trend that could potentially be a game-
changer for investors, particularly large scale, global investors like the ones attending the UN summit.

The falling prices of renewables-generated electricity are pulling the rug out from under fossil fuels, which are 
getting priced out of the market. According to former vice president Al Gore, who also spoke at the UN Investor 
Summit on Climate Risk, solar power has been dropping by 10% per year. If this curve continues, Gore said, then 
its price is going to fall “significantly below the price of electricity from burning any kind of fossil fuel in a few short 
years”.

In some places, Liebreich said, this is already happening. A year ago, a solar project in Dubai went online, and 
offered electricity at a rate of $0.058 per KwH. “This was the solar equivalent of the shot that was heard around the 
world,” he explained. “In the Middle East, a solar project was producing electricity more cheaply than you could 
produce it using natural gas.”

This month, Liebreich said, Morocco announced an offshore wind farm that will produce electricity for $0.03 per 
KwH. “This is probably the cheapest new electricity that you could build anywhere in the world,” he said. And not 
only is this a boon for consumers, but it also sends a clear message to utilities. “When you get electricity this 
cheaply, you have to buy some.”

The same thing is happening in the US. Gore pointed out that in Nevada, energy generators are selling solar 
electricity to utilities for $0.3 cents per KwH, a price well below that of coal-based electricity. And some utilities are

Have we reached the tipping point for investing in renewable energy?
Bruce Watson, February 13, 2016
Source: http://www.theguardian.com/sustainable-business/2016/feb/13/renewable-energy-investment-fossil-fuel-
divestment-investor-summit-climate-change

Photo taken from article
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even giving electricity away for free. Gore cited TXU, a utility in Texas. “Here’s their new rate plan: your rates will 
go up a little bit during the peak use periods during the day, but from 9pm until 6am the next morning, you can use 
all the electricity you want for free,” he said. “They have to get rid of it because it’s too hard to turn off the turbines. 
And in south Australia and parts of Germany, they’ve gone to negative rates for renewable electricity.”

The case for global investment
Falling electricity prices are great news for companies that use electricity and bad news for investors with holdings 
in fossil fuels. But what about people who hope to invest in renewables?

As several of the UN summit’s participants pointed out, building a wind or solar farm requires a significant initial 
investment, after which the actual price of power generation will remain low indefinitely, as the sun will continue to 
shine on solar cells and the wind will continue to turn turbines. This is in stark contrast to fossil fuels, which require 
a large upfront investment for building power plants, followed by continued expenditure for extracting, transporting 
and burning fuel.

And investors have gotten the message: as the Financial Times pointed out last year, the six major renewable 
investment funds yield between 5.5% and 7% – attractive returns in the current market. Not surprisingly, there has 
been sharp growth in renewable generation. “A dozen years ago, the best predictors in the world told us that the 
solar energy market would grow by 2010 at the incredible rate of 1 GW per year,” said Gore. “By the time 2010 
came around, they exceeded that by 17 times over. Last year, it was exceeded by 58 times over. This year, it’s on 
track to be exceeded by 68 times over. That’s an exponential curve.”

In 2015, global clean energy investment hit $329bn, its highest level ever. But, despite all evidence of value, many 
corporations and investors are still hesitant to invest in renewables, and they often charge outrageous interest for 
solar projects.

UN secretary general Ban Ki-Moon emphasized that the recent COP21 summit – particularly the pledges made by 
companies and governments from around the world – could encourage investment in renewables. “The Paris 
agreement provides a durable, yet flexible framework,” he said. “There are transparent rules of the road to monitor 
progress and enhance accountability.”

Ultimately, Moon says, both investors and corporations now have a signal that the time has come for them to 
direct their energies toward low-carbon, climate-resilient growth. “It marks the beginning of the end of growth built 
solely on fossil fuel consumption,” he said. “The once unthinkable has now become unstoppable.”

Have we reached the tipping point for investing in renewable energy? (con’t)

Bruce Watson, February 13, 2016
Source: http://www.theguardian.com/sustainable-business/2016/feb/13/renewable-energy-investment-fossil-fuel-
divestment-investor-summit-climate-change
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Making sense of the many kinds of impact investing

Everyone agrees that impact investing is on the rise. 
According to the Global Impact Investing Network, the 
market for impact capital, currently sized at $60 billion, 
could grow over the next decade to $2 trillion, or 1% of 
global invested assets. But despite this growing interest, 
impact investing still faces a significant stumbling block that 
limits the flow of new capital into the field: not everyone 
agrees on what “impact investing” actually means.

Currently, impact can mean anything from venture 
investments in new health technologies to microfinance 

loans in Peru; from affordable housing in the US to renewable energy in India; from social impact bonds to private 
equity funds that create jobs.  That’s just the beginning of the confusion—even if you accepted that such diverse 
investments should all be grouped into one category, how do you even measure and compare impact anyway?

Faced with this uncertainty, most investors have chosen one of three options.  First, they search for examples of 
impact within their existing portfolios, bringing no incremental capital into the field.  Second, they deploy a small 
amount out of an experimental or mission-motivated pocket, which still holds back enormous amounts of capital. 
Or third, and more common, is that they sit on the impact-investing sidelines. None of these are ideal outcomes.

In order to free up all the dry powder waiting for the right impact opportunity, the investment industry needs to help 
investors clearly articulate three guiding principles behind their investments: what kind of impact they want to have, 
how deep or broad their intended impact is, and the level of risk they are willing to accept.

Type of impact
Each investor will have their own conception of the social good they are trying to achieve. Investors might have a 
geographic focus: they may care more about developed or developing economies, or a particular country or 
community. They may have a thematic lens: improved healthcare, educational reform, financial inclusion, climate 
change and so on.   The investor might want to fund the invention of new solutions or she might simply want to 
improve the practices of existing businesses. There is no right or wrong impact class—what matters is identifying 
preferences. We think a good start is to assess investors’ preferences across five catagories:

Place: Investments in companies or projects that are located in a particular place (or benefit a particular group of 
people).

For example, the Hoxton Hotel, located in one of the poorest neighborhoods in London, created about 40 entry-
level jobs with 73% of the wages going to those living in low-income neighborhoods.  Another example would be 
the Calvert Foundation’s Women Investing in Women Initiative, which allows individual investors to make loans to 
women in developing markets to access clean energy.

Process: Investments that pay careful attention to business practices, such as “fair trade” coffee, equitable labor 
practices in a supply chain, or buy-one-give-one models that provide access to goods and services to those in 
need.

For instance, Triodos Sustainable Trade Fund provides finance to farmers whose cultivation practices are more 
sustainable in places like the Palestine Territories, Thailand, and the Dominican Republic, avoiding traditional 
chemically-intensive fertilizer in delicate ecosystems. Or take Warby-Parker, which provides a pair of reading 
glasses in developing countries every time it sells a pair of its own glasses.

Planet: Investments that have a clear and measurable environmental benefit, either through the preservation and 
restoration of critical natural habitat, or the measurable reduction of carbon dioxide through new energy efficient 
products.

The Lyme Timber Company is a private timberland investment management organization that acquires and 
sustainably manages land with unique conservation value in the United States and Canada.  BrightPower provides 
comprehensive energy efficiency audits and heating and lighting retrofits for multi-tenant affordable housing in the 
New York metropolitan area.

Product: Investments in products or services that have positive social benefits.

Brian Trelstrad, January 28, 2016
Source: https://hbr.org/2016/01/making-sense-of-the-many-kinds-of-impact-investing

Photo taken from article
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Making sense of the many kinds of impact investing (con’t)

Springboard Education provides after-school educational enrichment programs to 3,000 students at 50 public and 
charter schools in 11 states in the United States.  Ziqitza Health Care Limited took a largely patchwork network of 
local ambulance companies in India and created a national ambulance and emergency medical services company 
with world-class medical standards.

Paradigms: Investments that attempt to change an entire system for the better.

Revolution Foods intends to alter the system of childhood nutrition in the United States by providing healthy, 
nutritious school lunches in public and charter schools.  The Gates Foundation’s investments in Zyomyx and Alere
both seek to transform the cost and accessibility of point-of-care diagnostics in emerging markets.

Intensity and immediacy of impact
Having identified what kind of impact the investor seeks, the second question is to understand the intensity and 
scope of the desired impact, for which category of beneficiaries the impact is targeted, and over what timeframe. 
Some investors might want to support strategies that generate critical long-term change, such as essential 
preventative healthcare for hard-to-serve populations, as primary-care provider Iora Health seeks to do.  Others 
might seek smaller incremental changes that benefit a broader set of beneficiaries with more immediately 
noticeable change, such as the introduction of a new educational technology like Kinvolved that improves 
attendance in public schools. Depth, breadth, and the time horizon of impact can help further guide where 
investors would like to place their money.

Impact risk profile
With every impact investment there is not only financial risk, but also impact risk: will the desired impact be 
delivered?  Investors should ask what existing evidence they need to see before they make the investment, or 
what metrics they will expect to see after the investment has been made that can demonstrate progress.  For 
example: there is reasonable evidence that providing healthy school lunches can make a difference in the 
childhood obesity epidemic in the United States, while there remains a debate whether access to toilets in slums in 
emerging markets will reduce incidence of diarrheal disease, which is why Sanergy is such a high risk investment 
from an impact perspective.

By identifying where to invest, the desired intensity of impact, and an investment’s risk profile, investors can start 
to identify “impact asset classes,” and then look within their financial portfolio, asset class by asset class, to find 
impact opportunities that map onto their financial risk and return objectives.  Ultimately, asset managers can 
develop a matrix with financial asset classes (e.g., cash, fixed income, private equity, etc.) down one side and 
impact classes (e.g., place, process, planet) across the top.

A foundation president with a strong risk orientation who cares about transforming the education system could, for 
example, use the matrix to find an equity investment in a fund that seeds “paradigm” ventures in education.  Or the 
CIO of large hospital’s pension plan could use the matrix to identify a debt fund that lends to locally-based 
companies (the “place” category) with strong socially responsible business practices serving the hospital, with 
cascading impact on the entire hospital ecosystem, from the sustainability and nutrition of the food served to 
patients, to the employment and environmental practices of the outsourced laundry services.

But defining clear investor impact preferences and how they fit into their financial portfolios alone will not be 
sufficient; for this ecosystem to be successful, advisors, fund managers, and the underlying companies will need to 
find ways to remain faithful to the investor’s intent around impact.  As it stands now, absent meaningful measures 
of social impact and incentives to achieve them, there is little to require anyone to comply with an investor’s impact 
objectives beyond achieving the minimum.  This is not to say that all impact investments need to deliver the impact 
promised; all investments carry a risk of poor return.  But without a mechanism to align all players in the impact 
value chain around an investor’s expectations, the field risks an impact “race to the bottom” where funds or 
companies do as little as possible to comply with an investor’s objectives.  A comparable concept to “fiduciary 
duty” — call it “impact fidelity” — is needed to bind different actors to attempt to achieve the impact preferences 
that an investor articulates.

As impact investing gains traction with mainstream investors, the field needs to develop tools that can help 
investment professionals categorize and understand the potentially limitless combinations and permutations of 
impact-investment options.  Asking a few straightforward questions and thinking about a well-defined set of impact 
classes–combined with the concept of impact fidelity–should get more investors off the sidelines and into the 
impact investing game, with enormous consequences for human progress.

Brian Trelstrad, January 28, 2016
Source: https://hbr.org/2016/01/making-sense-of-the-many-kinds-of-impact-investing
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Seven ideas for financing the SDGs

Where will the ‘billions to trillions’ of dollars needed 
for the sustainable development goals come from? 
Our expert panel suggest funding methods

1 | Get everyone on board
The financing needs for the SDGs are too vast to go 
through a “central pot”, whether domestic, or global, or a 
mixture. At Unctad we estimate that the additional finance 
required to fund only the infrastructure (physical and social) 
needs associated with the SDGs for developing countries 
alone will be at least $2.5tn per year. That is a lot of money 
until 2030. Given this, everybody has to do their part: 

governments, companies, foundations, individuals. Hafiz Mirza, chief, Investment Issues Research, Unctad, 
Geneva, Switzerland

2 | Focus on domestic resources
A report by Government Spending Watch showed that 77% of spending on the MDGs was from domestic public 
finance, and also that this domestic finance was more stable, more aligned with government priorities, and easier 
to manage than donor-funded spending. So, by and large, I’d say the same would be true for SDGs – better if 
governments can raise resources domestically. But global rules and systems need to make that possible, including 
on trade and taxation, for example. Nick Bryer, head of inequality policy and campaigns, Oxfam GB, Oxford, 
UK,@oxfamgb

3 | Recognise the importance of the private sector
The SDG funding gap can only be met by significantly increasing private sector participation. While the 
philanthropic/donor community and government have an important role to play in helping address this gap, they do 
not have anywhere near the required resources to succeed alone. Lorenzo Bernasconi Associate Director, The 
Rockefeller Foundation New York, US

4 | Make sure everyone is accountable
Donor support to leverage private investment – and private finance generally – needs to be compliant with 
development effectiveness principles, and there must be robust environmental and social safeguards. Private 
finance needs to be transparent to allow accountability and citizens’ participation. Political leaders need to show 
some real courage and integrity in standing up to those powerful interests and ensuring finance is used to help the 
poorest and most vulnerable. Nick Bryer

5 | Consider large scale public financing in the form of grants
The crucial point at financing the SDGs is that we need mostly grants and can’t deal with loans or any forms of 
private risk capital, because the monetary return is mostly very limited. So, we need much more public spending, 
which is also limited in relation of the global SDGs’ needs of trillions. Matthias Kroll, economist, World Future 
Council, Hamburg, Germany

6 | Find the appropriate source of finance for each goal
We need the private sector in many areas of infrastructure and to promote economic development. But we need to 
unpack it to look goal by goal and sector by sector. We shouldn’t assume that public and private finance are 
perfectly substitutable, so that if you don’t have enough of one, you can simply add in the other. Romilly Greenhill, 
team leader development finance, Overseas Development Institute (ODI), London, UK, @romilly_odi

7 | Remember that one size does not fit all
One argument that has been made is that SDGs recognise the heterogeneous needs of developing countries such 
that the solutions may have to be context-specific. It is quite likely that for a number of countries, especially those 
in conflict, there would be no substitute for ODA. The key question is whether private risk capital can be made to 
work for the others. My personal view is that there can be no pre-set proportion for that kind of capital, certainly not 
a one-size-fit-all strategy. It would depend on a specific country’s capacity to develop bankable projects and 
absorb and utilise private capital. Ralitza Dimova, lecturer in development economics, University of 
Manchester, Manchester, UK,@RalitzaDimova

Naomi Larsson, January 26, 2016
Source: http://www.theguardian.com/global-development-professionals-network/2016/jan/26/eight-ideas-how-fund-
sdgs-sustainable-development

Photo taken from article
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When $60bn is not enough –  
thoughts on scaling impact investing 
 

 
Michael Drexler, Head of Investors Industries, Member of the Executive Committee, World Economic Forum 
Katherine Brown, Impact Investing Practice Lead and Global Leadership Fellow, World Economic Forum 
 
Eighteen months from now, Impact Investing (as a 
term) will have its 10th anniversary.   Following the 
Rockefeller Foundation’s Bellagio meeting that 
coined the expression in October 2007, it certainly 
has been a successful decade!  While some will 
correctly argue that the action of impact investing 
precedes the term – some firms and individuals 
have decades of experience prior to that “birth 
date” – it is also clear that significant systemic 
growth has happened only in recent years.  This is 
both true for the assets deployed and the public 
attention given to impact investing. 
At the World Economic Forum, we have had the 
privilege of being both participants and drivers 
during that journey.  In some ways, this was 
inevitable.  We are a mission-driven institution that 
drives public-private partnerships and brings 
together multiple stakeholders.  For decades, the 
Schwab Foundation for Social Entrepreneurship 
has been a core constituency at the World 
Economic Forum.  For a long time, we have had a 
strong community of (mainstream) investors.  The 

mission of the World Economic Forum is 
inherently social – committed to improving the 
state of the world.  Impact investing is naturally 
aligned with all of this. 
Our agenda within this space for the last five 
years was governed by two major considerations.  
The first concern was that impact investing would 
not get the attention it deserved… remaining an 
academic idea that real-world investors would not 
consider. The second concern was the opposite… 
that after a period of hype, returns (or investment 
targets) would not match expectations, and 
investors would shun the postulated asset class in 
the future. 
During the last five years, we had innumerable 
conversations with our constituents and experts, 
calibrated our thinking and shared it where we 
could in public and private.  We are indebted to 
many organizations and individuals for their 
contributions.  The public record of this process is 
captured in the report series shown in Fig. 1. 

 

 
Fig. 1:  World Economic Forum publications on Impact Investing 
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In a nutshell, we progressed from a top-level 
survey of the impact investing ecosystem to 
practical guides for key stakeholders – in 
particular, institutional investors and families.  We 
believe that those two capital sources will be 
critical for impact investing to reach scale, 
mirroring what has happened in other alternative 
investment asset classes like venture capital or 
private equity,   
• Families are natural first movers, as they

were in venture capital – they can align with a
mission-driven approach, can make quick
decisions outside of institutional frameworks,
and have significant financial firepower.
According to some estimates, family offices
control some $2-3 trillion of assets, a
significant sum – and ultra-high net worth
individuals have some $30 trillion of assets
under their control.  As a new generation of
millennials will gradually take over that
wealth, impact investing will become more
appealing – we already observe a keen
interest in impact investing by the next
generation of many families.

• Institutional investors are scale players –
OECD pension funds control some $30
trillion of assets (of which the top 100 funds
control $10 trillion), and global sovereign
wealth funds $7 trillion.  They are more
constrained by (legitimately) conservative
investment frameworks which will take time
to adjust.  Nevertheless, some pension funds
are already very active in environmental
investment themes.  For impact investing to
reach its full scale, it will need to replicate
some of the history of private equity, which
scaled to $3-4 trillion with the support of
institutional investors.

Twenty years ago, governments might have 
played a stronger financial role, given that impact 
investing offers solutions to some of their pressing 
social problems – but fiscal positions are too 
constrained in this decade for governments to 
play a role beyond that of catalysts and enablers. 

Where $60bn is not enough 

During the last five years, the growth of impact 
investing has been truly encouraging, as is 
depicted in Fig. 2.  On an individual basis, some 
funds are now raising close to $1 billion or 
beyond.  And the supporting ecosystem is 
growing – with an increasing number of advisory 
firms on the topic, some emerging standards (e.g., 
IRIS/GIIRS), and the GIIN is providing research 
and technical support to impact investors (as do 
others in relevant sub-segments, such as toniic for 
families and foundations). 
However, to put this into perspective – at $60 
billion, the assets deployed globally by impact 
investing funds are still one third of the world’s 

largest hedge fund.  They are one eighth of the 
size of the venture capital sector (in itself focused 
on early-stage and smaller companies).  So there 
is a long way to go – is this even possible? 

Assets managed by Impact Investing Funds 
$billion, rough estimates 

Fig. 2:  Assets managed by dedicated impact 
investing funds, 2010-2014 

Historically, a lot of impact investors’ focus was on 
social enterprises in emerging markets – for good 
reason, as this is where impact additionality is 
often the highest.  These enterprises struggle to 
attract any funding to start with, and impact 
investors can really make a difference.  However, 
those enterprises are in many cases micro SMEs 
(e.g., a recent study of the UK, with a well-
developed corporate ecosystem, finds that over 
80% of social enterprises are micro SMEs1).  Only 
5-8% of UK-based SMEs are social enterprises –
in emerging markets this percentage will be 
considerably higher, but it is unlikely to be 
significantly above 30%. 
According to recent World Bank data, the global 
SME credit gap is $2.6 trillion, but that for 
emerging market micro SMEs is only $400-500 
billion2.  Assuming 30% of micro SMEs being 
social enterprises, their credit gap might be 
around $150 billion – or less than the size of the 
world’s largest hedge fund.  The equity needs of 
those enterprises (potentially more relevant for 
private equity style impact funds) are likely to be a 
fraction of that. 
This crude analysis should in no way diminish the 
relevance of $150 billion to the needs of social 
enterprises in emerging markets.  It does start to 
elucidate, however, while impact investing in its 
traditional orientation finds it so hard to scale. 
It is clear that for impact investing to reach a 
potential size of $1-2 trillion, the aspiration 
expressed by the GIIN and other observers, a 
game changer is needed.   

1

https://www.gov.uk/government/uploads/system/upl
oads/attachment_data/file/205291/Social_Enterprises
_Market_Trends_-_report_v1.pdf 
2 http://www-
wds.worldbank.org/external/default/WDSContentServ
er/WDSP/IB/2015/03/17/000477144_2015031708550
3/Rendered/PDF/949110WP0Box380p0Report0FinalL
atest.pdf 
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Why impact investing should be big 

We believe in this vision for two main reasons. 
Firstly, we are confident that impact investing 
does not a priori require a sub-market return on 

investment to be successful.  It is therefore not a 
suboptimal capital allocation technique that should 
be confined to a smaller niche.  A short illustration 
in Fig. 3 makes our point in principle. 

Fig. 3:  Impact Investing business model in context 

Imagine a pure for-profit company, as depicted in 
the first row.  It has customers and stakeholders, 
but treats them at arms-length, pursuing only 
profit as its major objective.   
Then imagine that this company adds a 
foundation (or CSR unit), to which it diverts a fixed 
amount of profits.  The foundation will pursue its 
mission of social good, but will do so 
independently of the company’s business model. 
Therefore, very small benefits accrue back to the 
company (other than those related to reputation). 
It is this set-up that frames the trade-off mind set 
very well and accurately – the company diverts 
resources to a social endeavour that offers no 
gains to the operating business.   
Now consider the final row of Fig. 3, where the 
social efforts of the company (via a foundation or 
directly) end up benefitting the company’s 
business model via a feedback loop.  This is 
impact investing at its best, and all of a sudden 
there is no trade-off!  To the contrary, depending 
on the strength of the feedback, the social efforts 
might be profit-enhancing – of course, only up to a 
point, as the long-term sustainability of the 
economic model needs to be considered.  A good 
example of this is micro-insurance combined with 
advice on effective farming.  A small-hold farmer 
will benefit both from the insurance (allowing her 
to invest more capital in growing crops) and the 
technical advice (allowing her to increase yield). 
The next year, she will be able to farm a bigger 
area, for which the insurance premium will be 
higher… and so on, in a positive reinforcement. 
We believe in impact investing at scale for a 
second reason, which has to do with its novel 
approach.  Impact investing, in our view, is a 
unique set of tools to express social (and 
environmental) problems in economic terms and 
find solutions to them, which can be measured. 

This is a big deal in today’s world where 
governments are fiscally constrained, yet social 
(and environmental) problems are becoming ever 
more pressing in both emerging and developed 
economies.  Impact investing does not offer the 
silver bullet to these problems – but it is a very 
promising tool kit.  No other set of investment 
tools allows with equal ease to design an 
instrument that funds healthy school meals so 
obesity and the resulting early-onset diabetes can 
be avoided.  No other set of investment tools can 
as easily express the benefits of avoiding 
recidivism, and fund interventions to do so.  These 
examples are only the beginning of where we 
think the impact investment approach can make a 
difference.  In doing so, it will unlock a set of 
destinations for investment capital that are 
currently completely closed – it will create frontier 
opportunities for investors in the best sense of 
that word. 

Big does not mean diluted 

It follows that despite our optimism on the ability 
to scale impact investing, we do not believe that 
this should be achieved by simply re-branding 
other efforts to claim victory.  It is our belief that 
impact investing should stay intentional (i.e., an 
impact target should be expressed and quantified 
at the beginning of the investment).  This, to us, 
reflects as much good investment strategy as it 
does philosophical purity.  While impactful 
investments are to be applauded (e.g. where they 
created jobs without prior intention), they are not 
impact investments in our definition.  The 
outcome, while undeniably positive, was 
serendipitous.  It is our further belief that impact 
metrics should be defined and tracked.  This, 
again, is as much good operational stewardship of 
an asset as philosophical purity.  Incidentally, the 
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standardization and comparability of such metrics 
is currently one of the toughest areas in impact 
investing, but also the greatest opportunity to 
bring impact investing to the next level. 
We believe that in the long run, the only way to 
truly scale impact investing is by relentlessly 
staying true to its powerful original mission and 
definition.  Everything else might bring quick 
accounting gains, but in the long term will dilute 
the power of impact investing. 
We do not want to belittle those impactful 
investments that do good without thoroughly 
setting out to do so – they are making the world a 
better place.  We hope that investors who achieve 
impactful investments will over time reflect and 
distil their successes into an approach that can 
achieve the results with foresight – namely, 
impact investing. 

To boldly disrupt traditional investment 
themes 

So how can impact investing scale up by another 
order of magnitude in the next 5-10 years?  We 
believe a possible solution is to unlock new 
investment destinations.  Without claiming either a 
crystal ball or completeness, we offer two 
thoughts on how this might work. 
The first example is infrastructure.  According to 
some estimates, the annual infrastructure funding 
gap exceeds $1 trillion – or over 15 times the size 
of the total impact investing market today. 
Historically, infrastructure has been defined very 
much in the spirit of engineering and construction 
– after all, a road or a power plant is a very
physical asset.  It is not surprising that, where 
such assets are built with private sector 
involvement, the economic model equally relies 
on physical metrics – charging per car on the 
road, or per amount of electricity delivered. 
Of course, this reasoning is strange to an 
experienced impact investor – who will 
immediately argue that the purpose of 
infrastructure is to ultimately create social and 
economic welfare.  The cars and electrons are 
only a means to that end.  So a more promising 
approach might be to quantify what the aggregate 
impact of that infrastructure on welfare is, and 
derive an economic model accordingly.  This 
immediately leads to a more systemic view – what 
activity will that road enable, and which aspects of 
it are economically quantifiable?  Will a road 
create business parks on its route, and could it be 
financed from business taxes there?  Will a power 
plant enable communications infrastructure such 
as cell phone towers, and will those in turn enable 
better commerce that improves the prosperity of 
the community?  Could the infrastructure be 
financed through that commerce, via taxes or 
business charges? 

In case these examples sound esoteric, we would 
like to point out they already exist in some parts of 
the world – sometimes without having the impact 
investing banner.  Some rail transport (e.g., the 
Hong Kong MTR) derives the majority of profits 
from developing the land near the rail lines and 
stations.  In India, distributed solar power and cell 
phone infrastructure has been sponsored by a 
consortium of investors with economic 
development in mind3. 
The ongoing and accelerating humanitarian crisis 
around migration offers another area where 
impact investing could really make a difference at 
considerable scale.  During 2015, over 1.8 million 
refugees entered Europe, according to the EU’s 
Frontex agency. It is clear that the size and speed 
of the problem is proving too much for 
independent governments, and even the EU, to 
handle effectively and there is a profound need for 
collaboration and coordination in the truest sense. 
By shifting from funding to financing, or short-term 
to long-term financing, governments and private 
entities have an opportunity to invest in stabilizing 
both fragile states but also destination countries. 
For example, If 1.8 million migrants were to be 
productively integrated into Europe’s economy, 
the annual boost to GDP might be some $66 
billion4 (or ¼ of Ireland’s GDP) – a huge economic 
gain.  If, on the other hand, they were to become 
permanently dependant on welfare, the drag on 
GDP might be some $15bn a year5.  Migration is 
a social issue with big economic consequences – 
either positive or negative, depending on how it is 
handled.  This is exactly the context for which 
impact investing can provide solutions, not just for 
the current crisis but for wave of environmental 
and social migrations that are predicted to follow. 
We are currently exploring what can be done to 
build a business case for intervention, together 
with our partners at the OECD, the UN, and 
private sector entities. 
In giving these examples, we of course do not 
presume to hold a universal answer – in all of our 
work, a crystal ball has not yet materialized.  Our 
intention is merely to show the potential of impact 
investing, and get its practitioners to think big and 
bold.  If this article has inspired only one new idea 
(including outside infrastructure and migration), 
we have succeeded.  In that spirit, we would like 
to hear about any new ideas, or feedback on our 
thoughts, at impactinvesting@weforum.org. 

3 https://www.opic.gov/press-releases/2011/opic-
board-approves-150-million-solar-solution-telecom-
towers-india 
4 Assuming a GDP per capita of $36,500, as per the 
actual European Union average (latest figures). 
5 Crudely assuming welfare spending at 20%-25% of 
per-capita GDP in line with major European countries 
today. 
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Executive Summary

 Cambridge Associates and the Global 
Impact Investing Network have collabo-
rated to launch the Impact Investing 
Benchmark, the first comprehensive 
analysis of the financial performance of 
market rate private equity and venture 
capital impact investing funds. While 
the impact investing industry is in an 
early stage of development, it is poised 
for growth. One of the chief barriers to 
industry advancement remains a paucity 
of robust research on financial perfor-
mance. Credible data on risk and return 
can help both existing and future impact 
investors better identify strategies that 
best suit their desired social, environ-
mental, and financial criteria. 

 At launch, the Impact Investing 
Benchmark comprises 51 private invest-
ment (PI) funds. Impact investments 
are investments made into companies, 
organizations, and funds with the inten-
tion to generate social and environmental 
impact alongside a financial return. Funds 
in the benchmark pursue a range of 
social impact objectives, operate across 
geographies and sectors, and were 
launched in vintage years 1998 to 2010. 

 Despite a perception among some inves-
tors that impact investing necessitates a 
concessionary return, the Impact Investing 
Benchmark has exhibited strong perfor-
mance in several of the vintage years 
studied as of June 30, 2014. In aggregate, 
impact investment funds launched between 
1998 and 2004—those that are largely 
realized—have outperformed funds in a 
comparative universe of conventional PI 
funds. Over the full period analyzed, the 
benchmark has returned 6.9% to investors 

versus 8.1% for the comparative universe, 
but much of the performance in more 
recent years remains unrealized.

 Impact investment funds that raised 
under $100 million returned a net IRR of 
9.5% to investors. These funds handily 
outperformed similar-sized funds in 
the comparative universe (4.5%), impact 
investment funds over $100 million 
(6.2%), and funds over $100 million in the 
comparative universe (8.3%). Emerging 
markets impact investment funds have 
returned 9.1% to investors versus 4.8% 
for developed markets impact investment 
funds. Those focused on Africa have 
performed particularly well, returning 9.7%. 

 In all private investing, manager selection 
and due diligence are critical steps in the 
investment process and are important 
factors in obtaining superior returns and in 
risk management; impact investing funds 
are no exception. There are funds within 
the Impact Investing Benchmark that have 
performed in line with top quartile funds 
in the comparative universe, showing that 
market rates of return for impact invest-
ments are possible and also reinforcing that 
manager skill is paramount.

 Creating and analyzing benchmarks for 
private investments, especially for a younger, 
emerging portion of the market such as 
impact investing, poses a number of chal-
lenges. Difficulty acquiring private fund 
performance data and strict inclusion criteria 
limited our ability to amass a large dataset, 
which presented data analysis limitations 
that are unavoidable at this stage. Cambridge 
Associates will produce an ongoing quar-
terly Impact Investing Benchmark report to 
track the industry over time.
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This report was produced by Cambridge Associates, a global investment 
 rm and one of  the world’s leading developers of   nancial performance 

benchmarks, in partnership with the Global Impact Investing Network, an 
organization dedicated to increasing the scale and effectiveness of  impact 

investing worldwide. It presents  ndings from the  rst comprehensive analysis of  
 nancial performance in impact investing. To maintain a manageable scope, this report 

speci  cally evaluates the performance of  market rate private investment funds in the 
impact investing space. This report also marks the launch of  the  rst ever  nancial 
performance benchmark of  private impact investing funds, which Cambridge Associates 
will maintain and update on a quarterly basis going forward.

The decision to focus this report on PI funds was motivated by several factors. Investing 
via funds is a common strategy for impact investors of  all types and sizes, including 
development  nance institutions, foundations, commercial banks, pension funds, insur-
ance companies, and family of  ces. Nearly 75% of  investors that responded to the J.P. 
Morgan and GIIN global impact investor survey, Eyes on the Horizon: The Impact Investor 
Survey, published in May 2015, indicated that they invest via intermediaries (regardless 
of  whether they also invest directly in companies). Additionally, within fund invest-
ments, private equity and venture capital are particularly common vehicles. Out of  310 
impact investing funds pro  led in the ImpactBase Snapshot, published in April 2015, 153 
are private equity or venture capital vehicles. Cambridge Associates’ Mission-Related 
Investing (MRI) database is further evidence of  private equity’s prevalence in impact 
investing: of  the 579 private MRI funds Cambridge Associates’ tracks, 392 are private 
equity or venture capital funds (the remainder are private real assets funds).

Introducing the Impact 
Investing Benchmark

For the sake of brevity, the phrases “private investments” and “Impact Investing Benchmark” are used throughout 
this report. However, as explained in detail in the Methodology section, the benchmark only includes data from 
private equity and venture capital funds that target risk-adjusted market rate returns and social impact objectives. 
Accordingly, the benchmark does not include private debt funds, funds targeting environmental impact objectives, 
or funds seeking below market returns, all of which are also prevalent strategies in the impact investing landscape. 
Our use of these simplifying phrases, therefore, is not to imply that impact investing is restricted only to private 
equity and venture capital; rather it is to enable simple narrative flow.
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Methodology

Methodology

Fund selection 
Impact investments are de  ned by their 
intent to generate a social and/or envi-
ronmental return in addition to a  nancial 
return. The focus of  this report is PI funds1 
with a social impact objective to allow for 
a clear aggregation of  similarly motivated 
funds. Future research may look at other 
vehicles and/or funds with an environ-
mental impact objective.

The research team identi  ed a list of  
relevant impact investing funds through 
existing databases maintained by various 
credible networks worldwide, including 
the GIIN’s ImpactBase, CA’s Mission-
Related Investing (MRI) database, the 
Community Development Venture 
Capital Alliance (CDVCA), the European 
Venture Philanthropy Association (EVPA), 
ImpactAssets 50, and Opportunity Finance 
Network (OFN).2 This process enabled the 
research team to identify those funds likely 

1 Private investment funds include unlisted, fixed term limited partnerships that 

invest equity and subordinated debt into private companies. The three sub-asset 

classes in focus for this report are Growth Equity, Venture Capital, and Mezzanine. 

Please note that the Impact Investing Benchmark is not an asset class benchmark. 

Funds within the Impact Investing Benchmark also contribute to other Cambridge 

Associates benchmarks.
2 Further information regarding the impact screening processes of these organiza-

tions can be found in the Appendix.

to have the intention to create positive social 
impact, as indicated by their membership 
in these impact-oriented networks. The 
fund list was further re  ned based on the 
inclusion criteria in Table 1. If  the impact 
intent of  a fund was unclear, the research 
team conducted additional detailed review 
to determine whether the fund could be 
included.3

A unique feature of  impact investments is 
that not all investment opportunities aim for 
market rates of  risk-adjusted return. While 
the pursuit of  a  nancial return is central to 
impact investing, some investors—by virtue 
of  their strategy—seek to achieve conces-
sionary returns. Again, in the interest of  
focusing on a relatively uniform set of  data, 
this research restricts itself  to those funds 
that target risk-adjusted market-rate returns. 
Speci  cally, this means private equity and 
venture capital funds with a target net 
internal rate of  return (IRR)4 of  15% or 
higher, and mezzanine funds with a target 
net IRR of  10% or higher. These cut-offs 
are consistent with most conventional PI 
funds. Fortunately, there were no “close 
calls” when determining the universe of  
3 Note that while this study screened for impact intention of funds, it does not 

include data on impact achieved.
4 See “Definitions of Calculation Metrics” on page 9.

Table 1. Inclusion Criteria

Included Excluded
Public funds
Open-ended funds

Private Equity: Growth Private Equity: Buyout 
Private Equity: Mezzanine Fixed Income
Venture Capital Real Assets

Intent to generate environmental impact only
ESG / negative screening 

Target returns "Market rate": target 15%+ net IRR for growth and 
venture; 10%+ for mezzanine 

Below-market funds: target concessionary returns 
that are lower than our market rate expectations

Fund type Private, closed-ended funds available 
to institutional investors 

Asset class/strategy 

Impact intent Intent to generate social impact 
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Impact Themes 

This report does not measure the social impact 
achieved by funds within the Impact Investing 
Benchmark. However, managers therein do track 
and report on a variety of impact metrics. Frequently 
used metrics from the IRIS catalogue, managed by 
the GIIN, include “jobs created at directly supported 
enterprises” and “number of clients” in a target demo-
graphic such as women or low-income populations.1

To provide some indication of the impact these funds 
are targeting, the various impact themes they pursue 
are reported below:

 Financial inclusion. The provision of financial 
services to populations that otherwise lack 
access. This includes investments in micro-
finance, small and medium enterprise (SME) 
finance, and community banking. 

 Employment. Strategies that focus on job 
creation in areas of need, job quality improve-
ment, and workforce development.

 Economic development. Investing in sectors 
that promote the improvement of economic 
conditions and standards of living. This includes 
companies contributing to basic infrastructure, 
such as transportation or telecommunications.

 Sustainable living. Improving access to healthy 
and environmentally friendly products and 
services. This includes organic health products 
and locally sourced foods.

1 IRIS is the catalog of generally accepted social, environmental, and financial 

performance metrics: www.iris.thegiin.org.

 Agriculture. Investments along the food and 
agricultural value chain that are oriented towards 
efficient and sustainable practices and yield 
improvements that help feed more people at a 
lower cost and improve livelihoods of smallholder 
farmers.

 Education. Investing in innovations or business 
models that improve education outcomes or 
expand access to education.

Of the 51 funds in the Impact Investing Benchmark, 
36 are focused on more than one of the above 
themes, while 15 pursue a single impact theme. 
Financial inclusion is the most commonly pursued 
theme, as it encompasses funds that invest 
exclusively in financial services companies in 
addition to funds that invest in SMEs across 
economic sectors.

 Themes Pursued by Number of Funds
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funds to be included—funds were either 
clearly above the cut-offs or signi  cantly 
below (e.g., concessionary funds).

Data 
In all, 138 eligible funds were identi  ed that 
met the set criteria. Of  these, the research 
team was able to gather suf  cient data from 
68 funds. To be included in the benchmark, 
fund managers were required to submit both 
annual audited  nancial statements as well as 

quarterly or semiannual cash  ow statements. 
Cambridge Associates then standardized data 
received from funds in multiple jurisdictions 
to prepare the data for analysis.

Several funds were able to submit part but 
not all of  the required data, and Cambridge 
Associates will work with these fund 
managers to complete data collection for 
the next quarterly update of  the benchmark.
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IMPACT INVESTING
FROM NICHE TO MAINSTREAM

Executive Summary

Impact
investments
€ 24 Billion

Public Market
€ 12 Billion

Public Equity
88% Public Bonds

12%

Commodities
7%

Social Impact Bonds 0%

Real Estate
  34%

Private Equity
18%

Unclassified
            5%

Private
Loan
17%

Infrastructure
19%

Private Market
€ 12 Billion

Total investments 
€ 1,400 Billion

vbdo
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EXECUTIVE SUMMARY

Aiming for social impact is no longer the exclusive domain of public authorities 
and philanthropic investors, as the interest from institutional investors for impact 
investing is growing rapidly. This report reveals the extent of impact investment 
amongst Dutch institutional investors, and addresses some of the actions that will 
need to be taken if the market is to reach its potential. 

social or environmental return. The Dutch impact investment market is fragmented, 
comprising several sub-markets. Some of these markets are just emerging (e.g. the 

all types of impact investments.

Based on questionnaires and additional research with pension funds and insurance 

impact investing. Based on their self reported data, impact investments currently 
amount to 1,7% of the Dutch institutional investment market. The impact 
investments are made across various asset classes and are evenly divided over the 
public and the private markets.

The Dutch institutional impact investment market is dominated by a few players. 
Together, the three largest pension funds and the three largest insurance companies 
represent 54% of the total investment market and 87% of the impact investments. 
Most investors allocate less than 1% of their assets to impact investments, although 
some allocate as much as 8%.

The majority of these investments do not take all four characteristics into account. 
Our impression is that just over half of impactinvestments by Dutch institutional 

1

Intention to achieve a 
positive societal impact

2

Competitive
financial return

3

Impact
measurement

4

Long-term
horizon
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ENHANCING THE MARKET

There is great potential for the growth and development of the impact investing 
market, but this depends on certain drivers being addressed. 

ORGANISATIONAL
Engaging in impact investing 
challenges investors to re-

consider commonly accepted investment 
beliefs. Where social issues pose long-

these into account, by adjusting their 
horizon and the benchmarks for evalu-
ating results. For this to happen, strong 
and innovative leaders are needed at all 
levels of the organisation. 

MARKET
The market needs to become 

impediment is a lack of expertise and 
know-how on standardized impact data 

ultimately monetising the social impact. 

INDIVIDUAL
Cognitive biases are 
likely to play a role in the 

investment selection process. As the 
expected social impact is generally more 
complex to evaluate than the expected 

may occur where investors only focus 

the likelihood they make impact 

research experiment with Dutch investors 
into this question points to no such 
evaluability bias. However, it does show 

to opt for impact investments versus 
investors from commercial organisations.

REGULATION
Public authorities could 

impact investing, by helping to create a 
stable and reliable market environment 
for investments. While regulation is 
important, market interference can 

desired, and create an unpredictable 
market that is not attractive to investors.
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MAIN RECOMMENDATIONS

impact investing by taking various actions. 

In cooperation with Erasmus University,  
powered by AXA Investment Management, FMO and NN Group. 

The report was handed over to Jan Peter Balkenende, chairman of the Dutch 
Sustainable Growth Coalition at the VBDO Conference “Investing with Impact”             

on February 4th, 2016.

The report can be downloaded at vbdo.nl

ALL ACTORS

Actors in the impact investment market 
should join forces and collaborate by 
forming partnerships and supporting 
future research. 

INVESTEES 
Investees can help to grow the 
market by increasing the deal size 
of investment propositions to make 
them more attractive to institutional 
investors and by providing data on the 
social and environmental impact of 
investments. 

INTERMEDIARIES

Intermediaries may prove to 
be invaluable when it comes to 
standardizing of the impact investing 
market and developing investment 
platforms.

PUBLIC AUTHORITIES 
Regulators and governments should 
use their authority to create an 
accommodating and stable investment 
climate for impact investments.

ASSET OWNERS

Institutional investors should take into 
account their role in society and take the 
lead by directing their asset managers to 
invest responsibly. 

ASSET MANAGERS

As the implementers of investment 
policy, asset managers should be open 
to adopting “impact-proof” investment 

their investment processes. 
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Social impact through public 
markets: The natural evolution 
of sustainable investing

Long the domain of private markets, impact-investing principles 
have recently broadened into the public equity space. This 
shift reflects a confluence of secular trends. Years of private 
investment have enabled more impact companies to mature, 
strengthen their balance sheets and go public, while increased 
interest from institutional investors and the advent of 
specialised platforms such as social stock exchanges, which 
list only social enterprises, have helped expand and diversify 
the investable universe. At the same time, demand for impact 
solutions has grown amid doubts about the ability of governments 
and not-for-profit organisations to solve the world’s biggest social 
and environmental problems, pessimism about the short-termism 
of traditional financial markets and confidence that impact 
portfolios can achieve market-beating returns. 

Today, a growing cohort of asset owners is seeking investment 
strategies that have a positive impact on society while delivering 
competitive financial returns. We believe that public markets 
represent the natural evolution of sustainable impact investing, 
as they present a compelling opportunity to access innovative, 
publicly traded companies that are addressing major challenges.  

Identifying and assessing public impact companies 
We focus our research thematically, seeking companies that 
address life essentials such as food security, safe water, health 
care and affordable housing; human empowerment needs, 
including education and training, financial inclusion and access 
to the Internet; and environmental needs such as clean energy, 
environmental protection and resource efficiency. To define an 
impact company for inclusion in our opportunity set, we use a 
rigorous framework based on three criteria: 

• Intentionality: over 50% of operating activity must advance
the company’s social-impact goals

• Additionality: the social-impact goals that the company
addresses cannot easily be met by other means

• Measurability: the company’s social impact must
be quantifiable

This approach has helped us identify a broad opportunity set 
of more than 450 companies in 20 countries. Beyond these 
baseline criteria, we compare companies’ social impact using 
four additional dimensions: the extent to which the company is 
stakeholder friendly (a good employer and community member), 
successful (able to deliver on its social-impact goals), enduring 
(can produce lasting social impact) and targeted (able to deliver 
impact to underserved populations, where relevant). 

Finally, to ensure that we can monitor impact, we distil 
our measurements down to one or more key performance 
indicators (KPIs) of social impact for each company. Venture 
capital, private equity, non-governmental organisations and 
governments have used their own approaches for decades, but 
these are tailored to their specific needs and area of focus. For 
the public markets, we have adapted the Impact Reporting 
and Investment Standards (IRIS) taxonomy, which aims to 
provide investors with a standardised set of metrics and terms 
to describe and measure impact. The following graphic outlines 
examples of the KPIs for companies in our portfolio. 

Impact themes Illustrative Key Performance  
Indicators (KPIs)

Life essentials

Freedom 
from hunger

Provide food-safety products that 
reach > 160 million people in China 

Health Treat more than 8,500 new 
Parkinson’s patients, 90,000 new 
depression patients and 25,000 
new Alzheimer’s patients

Clean water 
and sanitation

Reduce water utility losses by 120 
billion gallons (equivalent to the 
usage of a city of 2 million)

Affordable 
housing

Offer new mortgages to 175,000 
first-time Indian homebuyers

Human empowerment

Education 
and training

Provide affordable education 
to 1.4 million students across 
platforms for basic, post-secondary 
and distance education

Financial 
inclusion

Provide micro- and small-
enterprise lending and housing 
microfinance to 250,000 households 
in 10 African countries

Digital divide 
and cyber 
security

Extend Internet service to 4 million 
under-served households

Environment

Alternative 
energy

Add 1GW of new renewable power 
capacity (that will prevent an 
estimated 50 million tonnes of CO2 
emissions over its life cycle)

Environmental 
protection

Process 17 million tonnes of 
post-recycled solid waste to 
produce electricity for the 
equivalent of 900,000 homes 

Resource 
efficiency

Automate more than 5 million meters 
(electricity, gas and water) worldwide 
through its smart-platform adaptation

www.wellington.comFOR INSTITUTIONAL INVESTORS ONLY
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Social impact through public markets:  
The natural evolution of sustainable investing

Wellington Management

www.wellington.com

Potential benefits and challenges

Over time, we believe that a well-executed public impact 
portfolio can outperform the broader market. Several studies 
have shown that private-equity impact funds have yielded 
competitive returns relative to broad private-equity markets. In 
the public space, the key to achieving comparable risk-adjusted 
returns is a sufficiently broad pool of social-impact companies 
from which to build a diversified portfolio, coupled with the 
ability to identify and select structural winners. 

As such, we believe a public-market impact approach holds 
several benefits for investors. First and foremost is return 
enhancement. Impact companies’ novel technologies and 
business models address large, under-served markets, while 
secular tailwinds will likely drive investor interest in these types 
of companies. Impact companies can also provide diversification 
benefits, as they tend to be under-represented in traditional 
market indexes. Finally, public companies can be used as a 
liquid complement to private impact investments. 

Public impact investing is not without challenges. We have a 
long investment horizon because — simply put — changing the 
world takes time, and many of the disruptive companies we 
invest in won’t have a linear growth trajectory. The subjective 
nature of “impact” is another challenge. Obtaining the impact-
monitoring data we want can be a cumbersome process, and we 
continue to partner with impact-company management teams 
to develop, monitor and enhance disclosure of KPIs. 

Impact companies are also inherently volatile; solving society’s 
biggest problems requires bold new ideas that challenge 
the status quo. To mitigate risk, we focus on balancing our 
conviction for each holding with its contribution to overall 
portfolio volatility. An impact strategy’s performance may often 
deviate from the broader markets because of the very different 
sectoral composition of the portfolio. Finally, we work hard to  
dispel the myth that impact investing must, by definition, be  
concessionary. If we don’t think we can earn a competitive 
investment return on a company, we move on to find a better idea. 

FOR INSTITUTIONAL INVESTORS ONLY

Summary

The social-impact ecosystem is in its infancy and should expand 
appreciably over the next 10 years. A 2014 report by ImpactBase, 
the Global Impact Investing Network’s (GIIN’s) research 
database, found that out of 310 “impact funds”, only two were 
focused exclusively on public equities. The opportunity set will 
grow as companies gain access to financing and public listings, 
as social stock exchanges mature, as mechanisms for measuring 
impact improve and, most importantly, as technological 
advances continue to facilitate novel solutions. Many of the 
companies in our portfolio use technology that was unavailable 
five years ago, and we see little reason to expect a deceleration in 
the innovation cycle. 

Public impact companies are developing products and services 
that address the world’s most dire needs, often by reaching out 
to billions of underserved customers. By “making the world 
a better place”, these companies are also helping to build 
stronger, more secure global markets for the long term. The 
world has far greater social and environmental needs than 
governments and philanthropic institutions can ever hope to 
meet, so public-market investors will increasingly take up the 
mantle of social change. 

To learn more about impact investing at Wellington 
Management, please contact: 

Camiel de Vries 
Relationship Manager 
+ 44 20-7126-6417  
CdeVries@wellington.com

420257_5_A4

About Wellington Management
Tracing our history to 1928, Wellington Management is one 
of the largest independent investment management firms 
in the world. We are a private firm whose sole business is 
investment management, and we serve as investment adviser 
for institutional clients in over 55 countries. We manage US$927 
million in client assets as of 31 December 2015 in equity, fixed 
income and multi-asset strategies across the global capital 
markets. Our most distinctive strength is our commitment to 
rigorous, proprietary research — the foundation upon which our 
investment approaches is built. 

Investment team

Eric ricE, PhD
Portfolio Manager

r. Patrick kEnt, cFa, cMt 
Equity Research Analyst

anDrEw Snow, cFa
Investment Director

“We have a long 
investment horizon 
because — simply put 
— changing the world 
takes time…”
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Green Bonds: Liquid impact investing
Introduction
Investors are increasingly recognizing the importance of environ-
mental, social and corporate governance (ESG) factors in assess-
ing investment risks and opportunities. Until recently ESG-focused 
strategies were mainly implemented via equity investments. In the 
past few years, many investors have begun to wonder how they 
can incorporate ESG factors to optimize the risk/return profile of 
their fixed income investments, and at the same time contribute to 
solutions to global challenges such as climate change. NN IP is 
building upon its 15-year sustainable investing heritage and is  
preparing to become a leading player in the Green Bond market. 
We believe that bond issuers who are better prepared for a 
changing world outperform those who ignore climate change.  
This FocusPoint will first examine the origins and characteristics 
of Green Bonds and will then consider allocation opportunities.

What is a Green Bond?
Green Bonds are bonds whose proceeds are separated from gen-
eral corporate purposes and used exclusively for projects that have 
a positive impact on the environment. Although the proceeds are 
earmarked for green projects, the bonds are backed by the issuer’s 
entire balance sheet. The issuer provides periodic reports about the 
projects linked to the Green Bond. The bonds rank pari passu with 
regular, or “brown”, senior unsecured bonds. This means Green 
Bond holders have a claim on the same underlying assets as other 
senior unsecured (brown) bonds. Green Bonds focus on the “E” of 
ESG. Examples of projects financed by Green Bonds are:
• Renewable energy: Investments in products, services, infra-

structure projects supporting development or delivery of renew-
able and alternative fuels (e.g. wind, solar, biomass, geothermal)

• Green buildings: Design, construction, redevelopment, retrofit-
ting or acquisition of green-certified properties (e.g. use of recy-
cled materials, LED lightning, smart meters, energy-saving tech-
nologies, FSC-certified lumber)

• Pollution Prevention and Control: Products, services or projects
that support pollution prevention, waste minimization or recy-
cling as a means of alleviating the burden of unsustainable
waste generation (e.g. reduce air pollution, recycle products)

Table 1 shows the four different types of Green Bonds. Most  
Green Bonds are “use-of-proceeds” bonds. US municipalities have 

increased their issuance in the Green Bond market with bonds 
linked to tax revenues (use-of-proceeds revenue bonds). Green 
project bonds and green securitized bonds constitute relatively 
small niche markets that have recently attracted more attention, 
with the first securitized bond being issued in the Eurozone by 
Berlin Hyp in 2015.

History of Green Bonds
The Green Bond market emerged in 2009 when the European 
Union adopted the Renewable Energy Directive with the following 
2020 targets:
• An increase in renewable energy’s share of overall EU energy

consumption to at least 20%
• A reduction in energy consumption of at least 20%
• A reduction in greenhouse gas emissions of at least 20%

In anticipation of the EU directive, the European Investment Bank 
issued its ”Climate Awareness Bond” in 2007, which was followed 
by the World Bank issuing its first Green Bond in April 2009. 
Subsequently, in 2010, the Network for Sustainable Financial 
Markets (an international network of finance sector professionals, 
academics and other parties dedicated to improving financial 
market integrity and efficiency) launched the Climate Bonds 
Initiative to mobilize bond markets in order to further develop the 
market. The main market transformation occurred in 2014 with the 
introduction of the Green Bond Principles (GBP), where for the 
first time issuers and investors agreed on (voluntary) guidelines. 
This led to a fourfold increase in new issuance in the Green Bond 
market that year as corporate issuers entered what had previ-
ously been mainly a government-related market. Other fixed 
income categories, such as High Yield, Emerging Market Credits 
and collateralized debt, also joined the market shortly thereafter.

50 Shades of Green
The human eye can distinguish more shades of green than of  
any other colour. This fact suits the purposes of this discussion 
because Green Bonds may also exist in many “shades of green”. 
This is primarily the result of “self-labelling” by different market 
participants. Currently, there are no regulations stipulating  
conditions that issuers must meet to label their bonds “green”. 
Consequently, some Green Bonds are “greener” than others.  

Table 1: Types of Green Bonds
Type Use of Proceeds Debt recourse Example

Green “Use of Proceeds” Bond Earmarked for green projects Standard/full recourse to the issuer; 
same credit rating as to issuers  
other bonds 

EIB “Climate Awareness  Bond”  
(backed by EIB)

Green “Use of Proceeds”  
Revenue Bond

Earmarked for green projects Revenue streams from the issuers 
through fees, taxes etc are the  
collateral for the debt

Hawaii State (backed by fee on  
electricity bills of state utilities)  

Green Project Bond Ring-fenced for the specific  
underlying green project(s)

Recourse is only to the project’s 
assets and balance sheet 

Alta Wind Holdings LLC (backed by 
Alta Wind project)

Green Securitized Bond Either (1) earmarked for green  
projects or (2) go directly into the 
underlying green projects

Recourse is to a group of projects 
that have been grouped together  
(i.e. covered bond or other structures) 

Berlin Hyp backed by (green)  
mortgages

 Source: GBP, ICMA
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As a means of establishing minimum criteria, the International 
Capital Market Association (ICMA) published the GBP, which is a 
guide that describes the conditions necessary for a green bond to 
have a tangible impact on the environment. However, despite this 
useful guidance, Green Bonds are still subjectively self-labelled by 
most issuers, so verifying a Green Bond’s actual impact on the 
environment is a key issue for investors.

Green Bonds Principles Revisited
The GBP, as updated by ICMA in 2015, has four components:
• Use of Proceeds: All designated Green Project categories

should provide clear environmentally sustainable benefits,
which will be quantified or assessed by the issuer.

• Process for Project Evaluation and Selection: The issuer needs
to have a process in place to check whether a project complies
with the eligible categories. In addition, the GBP encourages
issuers to seek external assurance to verify that projects
comply with the GBP. Some second parties focus on overall
ESG policies when providing a second opinion, while others
exclusively focus on the environmental impact of the bond.

• Management of Proceeds: The net proceeds of Green Bonds
should be credited into a separate account or portfolio. As long
as the issuer has Green Bonds outstanding, the proceeds
should only be used for eligible project investments or project
loan disbursements. External verification is preferred.

• Reporting: Issuers should report at least annually on their
projects, including their expected environmental impact.
This component of the GBP is expected to become more
comprehensive as standards on impact reporting are
developed.

At NN IP, we prefer to focus on the purer shades of green. We 
believe that it is essential to make our own assessment of every 
Green Bond issue to ensure that it meets the minimum standards 
specified in the GBP. Moreover, we think that it is important to dis-
tinguish between issuers that make a positive contribution to the 
environment and the “greenwashers” who merely claim to do so. 
Several financial institutions that are major fossil fuel investors 
recently issued Green Bonds. One might wonder how an issuer 
can credibly issue a Green Bond while a large part of its balance 
sheet is dedicated to financing projects that harm the environ-
ment. We believe that green leaves grow on green trees and 
therefore seek to exclude such issuers from our own Green Bond 
universe.

In addition to the four components of the GBP, NN IP will take an 
extra step to assess the greenness of each issuer. Table 2 pro-
vides two examples of NN IP’s Green Bond assessment criteria.

Second Party Opinion
Most Green Bonds are issued with a second-party opinion. This 
means that a second party independently assesses if the issue 
meets the GBP. At NN IP we think that external assurance 
improves the credibility of the self-labelled Green Bond market. 
The most commonly used second opinion providers are CICERO, 
Sustainalytics, DNV GL, Oekom and Vigeo.

Growth of the Green Bond Market
Over the past few years the Green Bond market has grown expo-
nentially. The publication of the first GBP in early 2014 was an 
important milestone to help fueling this growth.

Currently, the main debate in the Green Bond market is centered on 
whether the GBP gives enough guidance for investors to distinguish 
between green and brown bonds. More extensive reporting obliga-
tions may discourage some corporates from issuing Green Bonds.

Figure 1: Outstanding Green Bonds (EUR bln)

0

10

20

30

40

50

60

70

2010 2011 2012 2013 2014 2015

Source: Bloomberg (January 2010-September 2015)

NN IP is a member of the GBP and has voiced the opinion that 
more guidance and standardization is needed for reporting on 
Green Bonds, the fourth component of the GBP. Issuers often use 
different means to communicate the impact of their Green Bond 
projects on the environment. We believe that issuers can deliver 
additional reporting requirements, as most of the infrastructure 
already exists. 

Table 2: Green Bond Eligibility
Criteria Iberdrola1 (IBESM 2.5 10/24/2022) Unibail Rodamco1 (ULFP 1 03/14/2025)

Principle 1
Use of Proceeds

Yes  Renewable energy falls under eligible categories Yes Green buildings falls under eligible categories

Principle 2
Process for Project Evaluation

Yes  Criteria and process for project selection defined 
in bond documentation

Yes Criteria and process for project selection defined  
in bond documentation

Principle 3
Management of Proceeds

No Management of proceeds are not ring-fenced/no 
separate process

Yes Tracking and earmarking described in  
documentation.

Principle 4
Reporting

Yes Annual reporting on environmental performance 
verified by third party

Yes Publishes a list of buildings financed and environ-
mental performance of buildings each year.

Issuer Environmental Rating Yes E-rating AA Yes E-rating AAA

NN IP Green Bond Eligibility No Does not meet all NN IP Green Bond criteria Yes Meets all five NN IP Green Bond criteria

Source: NN IP
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Green Bond Market Characteristics
The characteristics of the Green Bond market are developing  
rapidly as the market grows. The market is still dominated by  
government-related issuers such as supra-nationals, sub-sover-
eigns and agencies (SSAs). This year, though, the growth of new 
issuance by corporates is outpacing issuance by SSAs for the first 
time. As a result, NN IP views Green Bonds as high quality credits. 
Figure 2 shows characteristics of the Euro Green Bond market.

Where should you place Green Bonds in your asset mix?
As growth in the Green Bond market accelerates, we believe that 
the Green Bond market will evolve more towards current “brown” 
bond credit markets as Green Bonds become more mainstream. 
For now, governments will remain on the sidelines until they deter-
mine how to allocate resources to specific investments.  
Therefore, we conclude that Green Bonds can be viewed as 
investment grade credits as well as an allocation to impact  
investing.

Green Bonds vs ”Brown” Bonds 
As Green Bonds have the same claim on the underlying assets as 
normal senior unsecured ”brown” bonds, they should trade at the 
same level. The costs for issuers to label a bond as Green are low 
and are generally not seen as a barrier. As a result, Green Bonds 
are being issued and priced in line with brown bonds. Issuers who 
issue Green Bonds for the first time often do so at an additional 
premium compared to outstanding bonds (so-called new issue 
premium). This often leads to strong demand and generally  
makes for a successful inaugural Green Bond issuance. 

Figure 3 shows the yield curve of property company Unibail-
Rodamco1, whose Green Bonds are clearly trading at the curve, 
with no premium or discount.

Figure 3: Unibail-Rodamco yield curve
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Source: Bloomberg (September 2015)

Conclusion
Green Bonds are the next step in ESG impact investing and offer 
risk-return characteristics comparable to investment grade  
credits. Green Bonds have much higher transparency regarding 
use of proceeds and reporting. In-depth analysis of each Green 
Bond to assess its impact on the environment is crucial as long as 
there are many shades of green. Green Bonds offer good liquidity 
compared with other impact investing alternatives.

1 Company names mentioned in this document are for illustration purposes only. 
Company name, explanation and arguments are given as an example and do not rep-
resent any recommendation to buy, hold or sell the security. The security may be/have 
been added to and/or removed from portfolio at any time without any pre-notice.

Figure 2: Euro Green Bond Market Characteristics
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Disclaimer
The elements contained in this document have been prepared solely for the purpose 
of information and do not constitute an offer, in particular a prospectus or any  
invitation to treat, buy or sell any security or to participate in any trading strategy. 
This document is intended only for MiFID professional investors. While particular 
attention has been paid to the contents of this document, no guarantee, warranty  
or representation, express or implied, is given to the accuracy, correctness or com-
pleteness thereof. Any information given in this document may be subject to change 
or update without notice. Neither NN Investment Partners B.V., NN Investment 
Partners Holdings N.V. nor any other company or unit belonging to the NN Group, 
nor any of its officers, directors or employees can be held directly or indirectly liable 
or responsible with respect to the information and/or recommendations of any kind 
expressed herein. The information contained in this document cannot be 

understood as provision of investment services. If you wish to obtain investment 
services please contact our office for advice. Use of the information contained in 
this document is solely at your risk. Investment sustains risk. Please note that the 
value of your investment may rise or fall and also that past performance is not indic-
ative of future results and shall in no event be deemed as such. This document and 
information contained herein must not be copied, reproduced, distributed or passed 
to any person at any time without our prior written consent. Any claims arising out of 
or in connection with the terms and conditions of this disclaimer are governed by 
Dutch law. This document is not intended and may not be used to solicit sales of 
investments or subscription of securities in countries where this is prohibited by the 
relevant authorities or legislation.
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SHINING THE LIGHT ON
ENERGY EFFICIENCY

Globally, energy efficiency represents about 40% of the greenhouse gas reduction 
potential that is required by 2050 to prevent the earth’s temperature from increas-
ing beyond 2°C.1 In many cases, it is also an extremely attractive upfront invest-
ment that pays for itself over time, while providing the added benefits of reducing 
the cost of energy and increasing the energy productivity of the economy. It is 
not surprising, then, that many governments have emphasized energy efficiency 
opportunities during the current economic downturn as a way of stimulating their 
faltering economies. By focusing funding on energy-efficient initiatives, govern-
ments hope to not only save or create jobs – the primary goal of state spending – 
but to reduce domestic dependence on foreign energy supplies and reduce carbon 
emissions associated with energy use.

Interest in energy efficiency is nothing new. Companies, governments and  
consumer groups in developed and developing markets have sought for years  
to power more economic activity and residential demand with less energy. While 
barriers across sectors – technology, financing, government regulations – have 
hampered many projects and initiatives, there have also been clear successes, 
such as the gradual adoption of energy-saving appliances in some markets.  
In recent years, increased awareness of these pockets of success – coupled with 
growing national competition for energy supplies, environmental concerns,  
increased stress of growing demand on an aging energy infrastructure, and  
advances in related technologies – have prompted renewed interest in energy 
efficiency among the public and private sectors. Significant injections of funding 
into energy efficiency in recent years, including public-private partnerships,  
have only added to the momentum.

This paper is one in a series of briefs that examines the opportunity presented  
by renewable energy and how to capture it in emerging markets. The potential  
to lower energy costs substantially is compelling. Latin America, for instance, 
could realize a reduction in energy consumption of between 20% to 25% over the 
next decade if comprehensive efforts are put in place to overcome barriers across 
Latin American economies.2 Globally, the efficiency potential is highly fragmented 
across more than a hundred million residential, commercial and industrial  
buildings and millions of devices. Capturing the full value will require investment – 
globally, about USD 500 billion more every year for the next decade3 – and a  
holistic approach involving information and education, incentives, new codes and 
standards. Public- and private-sector engagement will be needed. Private-sector 
finance in particular will be a key long-term conduit for the evolution of the effi-
ciency sector in the developing world.

■  Energy efficiency represents about 
40% of the greenhouse gas reduction 
potential.

■  Energy-efficient initiatives save or 
create jobs and reduce domestic 
dependence on foreign energy.

■  Latin America could realize a 
reduction in energy consumption of 
between 20% to 25% over the next 
decade.

Capturing the full value will 
require investment – globally, 
about USD 500 billion more  
every year for the next decade –  
and a holistic approach  
involving information and  
education, incentives, new 
codes and standards.

International Energy Agency
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1  International Energy Agency, ‘World Energy Outlook Special Report: Energy and Climate Change,’ 2015.

2  Latin American Energy Organization, as quoted in Guzman, Sandra, ‘Energy efficiency in Latin America, the missing piece,’ 2015.  
Available online at: http://energytransition.de / 2015 / 02 / energy-efficiency-in-latin-america-the-missing-piece / 

3  International Energy Agency, ‘World Energy Outlook Special Report: Energy and Climate Change,’ 2015.

The second section clarifies 
the factors that make investing 
in energy-efficient solutions in 
emerging markets a viable option 
in today’s market. Especially note-
worthy is the removal of energy 
subsidies in many economies, 
heightened consumer awareness 
and technological advancements.

Finally, the last section addresses 
financing in the energy efficiency 
sector. The section aims to help 
investors to understand the 
opportunities and challenges 
that the sector presents, and to 
provide them with a compelling 
long-term opportunity.

The first section of this paper 
describes the energy efficiency 
opportunities in developing  
markets, examining demand 
drivers and mechanisms for 
achieving higher levels of energy 
efficiency. 

responsAbility Investments AG is one of the world’s leading asset 

managers in the field of development investments and offers 

professionally managed investment solutions to private, institu-

tional and public investors. The company’s investment vehicles 

supply debt and equity financing to non-listed firms in emerging 

and developing economies. Through their inclusive business 

models, these firms help to meet the basic needs of broad 

sections of the population and to drive economic development – 

leading to greater prosperity in the long term.

responsAbility currently has USD 3 billion of assets under man-

agement that are invested in over 500 companies in 95 countries. 

Founded in 2003, the company is headquartered in Zurich and 

has local offices in Bangkok, Geneva, Hong Kong, Lima, Luxem-

bourg, Mumbai, Nairobi, Oslo and Paris. Its shareholders include a 

number of reputable institutions in the Swiss financial market as 

well as its own employees. responsAbility is registered with the 

Swiss Financial Market Supervisory Authority FINMA. 

Further information is available at: www.responsAbility.com

*as of 31.12.2015

RESPONSABILITY INVESTMENTS AG

SUMMARY
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Disruptors:
How business is turning the 
world’s greatest challenges  
into opportunities 

Impact Related Readings  |  41



Introduction

Demand for goods is outstripping the supply of 
finite virgin resources, resulting in commodity 
price volatility and escalation, as well as 
severe negative environmental impacts.

Do these sound familiar? They should, 
because that is the world in which 
global businesses operate today. 

As these five trends have converged to 
create a world characterized by volatility, 
uncertainty and complexity, companies 
understandably find themselves in a quandary: 
They are unsure of what it all means for their 
business—both now and in the long term. 
But perhaps even more important, there are 
no clear clues for how they should respond.

Enter the global development agenda and 
the Sustainable Development Goals (SDGs). 
As companies grapple with how they need 
to change their organizations to thrive and 
grow in today’s evolving, often chaotic, world, 
the SDGs can serve as a guiding light. They 
are a framework that can help companies 
capitalize on the possibilities inherent in 
these macro trends by entering new markets, 
developing new solutions and services, 
and creating entirely new businesses.

A number of leading companies—corporate 
disruptors— have found a way to grow 
and increase competitiveness despite, and 
sometimes because of, the global challenges 
they face. They are already using the SDGs 
to help them replace the notion of Corporate 
Social Responsibility with something much 
more powerful: Corporate Social Opportunity. 
In the process, they are creating new value in 
new ways—whether it is by growing revenues, 
reducing costs, mitigating risks, improving 
brand value, or some combination of the four.

In the following report, we describe how 
companies can move beyond a focus on 
overcoming the volatility, uncertainty and 
complexity of today’s marketplace. Instead, 
we look at how companies can use the SDGs 
to find opportunities to grow and “future-
proof” their business—all while generating the 
significant societal and environmental benefits 
that their customers, as well as the global 
community, increasingly value.

Shifting patterns of global growth, especially in emerging economies, 
are making customers a moving target. Demographic changes are 
roiling both the consumer and labor markets, posing significant 
challenges for customer and talent acquisition and retention. Digitally 
empowered consumers have higher expectations than ever, and are 
taking companies to task that do not meet them. Enormous business 
potential exists in the data companies collect, but pressure is increasing 
to be much more vigilant in how that data is secured and used. 
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Figure 7: Illustration of companies creating value through alignment with SDGs

Organization Action/Initiative SDG Aligned

Daimler AG Daimler AG partnered with POEMA (local antipoverty program) in the poverty stricken north-east 
part of Brazil to construct a high-tech factory to manufacture headrests and seats out of coconut 
fibers from locally grown trees. The factory contributed to the local economic development by 
employing over 5,200 people and generating revenue by leveraging a locally sourced input.40

Impacted value levers: Revenue, Brand

TNT TNT has partnered with the UN to combat hunger by leveraging TNT’s services of transport 
optimization, fleet and warehouse management to improve aid delivery mechanisms. This partnership 
has delivered close to 114 specialist aid delivery projects especially during natural calamities like  
the tsunami in Asia in 2004, earthquake in Pakistan in 2005 and earthquake in Haiti in 2010.41

Impacted value levers: Brand

Unilever Unilever’s Lifebuoy soap brand has undertaken an initiative to improve the hand washing habits  
of 1 billion people, thereby reducing the incidence of child deaths by as much as 44 percent. To 
implement the initiative, the company has rolled out several pilots in Asia, Africa and Latin America.42

Impacted value levers: Revenue, Brand

Dangote 
Academy

Dangote Group (the largest manufacturing conglomerate in West Africa) invested close to  
$6.5 million in Dangote Academy in Nigeria to address the difficulty of finding employees  
with the right technical skills. The initiative is helping reduce talent sourcing costs while  
providing vocational training to local youth.43

Impacted value levers: Cost, Brand

Care.com While care is not a women’s issue, caregiving responsibilities are overwhelmingly managed  
by women around the world. Care.com, through its unique model, aims to ensure that women  
can get the care they need to stay in the labor force and sustain their professional careers.44

Impacted value levers: Revenue

SABMiller In South Africa, SABMiller faced operational risks related to water quality concerns. The company 
undertook a “beyond the breweries” approach and adopted a localized solution by involving local 
communities and other stakeholders. This has helped the company reduce close to 23 billion litres  
of water compared to the water usage in the breweries in 2008.45

Impacted value lever: Cost, Risk, Brand

Total Total is undertaking initiatives to diversify its oil and gas business and grow its renewable 
capabilities. The company is investing $223 million to transform its unprofitable LeMede oil refinery 
into a bio-fuel plant. It is also planning to invest $500 million annually in developing renewable 
energy capabilities.46

Impacted value levers: Revenue, Risk, Brand

Sun Edison Sun Edison is partnering with Rockefeller Foundation to set up more than 100 off-grid solar energy 
plants in rural India. The initiative is creating shared value by bringing economic opportunity to 
villagers through the use of clean electricity while creating a new customer base for the company.47 

Impacted value levers: Revenue 

Google Google has recently launched an initiative (called Sidewalk Labs) that will leverage technology  
and innovation to improve urban life. The initiative seeks to improve city life by incubating  
urban technologies to address such issues as cost of living, energy usage and transportation.48

Impacted value levers: Brand, Revenue
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Organization Action/Initiative SDG Aligned

ITC Limited ITC, a leading Indian based diversified conglomerate launched its “e-Choupal” initiative, which 
provides internet access to rural farmers to help them make more informed business decisions.  
The effort allowed ITC to better manage its up-stream supply chain while improving farmers’  
quality of life.49

Impacted value levers: Revenue, Cost

E.ON E.ON is creating an integrated energy infrastructure for a whole city district in Malmo, Sweden. As  
part of this collaboration, it will supply electricity exclusively by renewable sources. It is also helping 
lay communication channels looping all systems to minimize energy losses and meet high demands.50

Impacted value levers: Revenue

Michelin Michelin has created an innovative business model to recycle tires close to the end of their useful 
life. By offering tires as an extended service, it is not only creating additional revenue but also 
promoting road safety (as customers are likely to return old or unsafe tires) and facilitating better 
resource usage.51

Impacted value levers: Revenue, Cost, Brand

Tesla Motors Tesla Motors’ innovative electric car is designed for zero emissions. The electric car requires only 
40amps for charging, which is equivalent to using an oven. The innovative product launch has helped 
the company build its brand image as well grow revenues, while ensuing positive climate impact.52 

Impacted value levers: Revenue, Brand

Tesco Tesco adopted a sustainable seafood policy based on recommendations from the Marine 
Stewardship Council. The company is also building a system to evaluate the sustainability quotient 
of its fisheries. In addition to improving its brand, these initiatives could help Tesco generate 
demand for new fish species farmed sustainably.53

Impacted value levers: Revenue, Brand

Weyerhaeuser Weyerhaeuser has been actively pushing the sustainable forest management agenda with more than
198,000 acres of land subscribing to third-party sustainable forestry standards. The company  
is actively ensuring that all its forests and timberland have appropriate forest certification.54

Impacted value levers: Revenue, Brand

Nestlé In Sri Lanka, the 30-year war ending in 2009, left a significantly underdeveloped dairy industry  
in the Northern and Eastern provinces. By accelerating its dairy development efforts in 2009  
and increasing its fresh milk collection, Nestle-Lanka enabled the resettlement of war-displaced 
people and provided livelihood to 18,000 rural farmers.55

Impacted value levers: Revenue

MasterCard MasterCard Aid Network, an end-to-end technology solution co-created with humanitarian 
organizations, can distribute aid swiftly and safely even in the absence of connectivity.  
The solution has helped 15,000 people in Yemen and 9,000 in Philippines receive aid  
through programs managed by World Vision.56

Impacted value levers for partners: Brand
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We provide consulting services in Impact/Sustainable investing for pension funds, fiduciary managers, insurances, 
private banks, family offices, foundations, investments funds in the Netherlands and in Europe. We support institutions 
in their journey of integrating impact investment into their portfolio. Our success and reputation is based on our 
commitment to finding a suitable and successful fit between scalable impact managers and sophisticated institutional 
investors.

The aim of Phenix Capital Impact Events is to increase the efficiency and effectiveness of the Impact Capital Market by 
contributing to the establishment of an impact investment community in the Netherlands and Europe, a region that 
represent the largest concentration of institutional investors within the impact investing ecosystem.  We help to shape 
and grow the ecosystem by organising events, connecting investors (particularly institutional investors) with fund 
managers and impact companies and to contribute to the agenda of mainstreaming impact investing.

Phenix Impact Development is an independent impact development company that supports 
SMEs with improving and maximizing their social and environmental Impact. Phenix Impact 
Development develops and manages projects and supports companies to create a high 
impact. The company has a special focus on South East Asia and Africa. 

What we do

www.phenixcapital.nl

Capital Advisory

Impact Events

Mission and Vision 
Phenix Capital is  a consulting firm that supports initiatives creating a new impact investing community and contributing 
to the growth of capital to create social and environmental impact.

Our vision is to contribute to mainstreaming impact by (increasing) promoting sector knowledge through education and 
providing excellent consulting, marketing and advisory services to traditional capital providers and participants of the 
impact investment ecosystem.

Services
Phenix Capital is dedicated to connect Impact with Capital. We do so by bringing social enterprises, investment funds 
and investors together. We offer effective services to start, promote and execute this process.

Impact Development
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Meet the Team

www.phenixcapital.nl

Sophie Robé, CFA
Founder & CEO, Phenix Capital
Co-Founder, Impact Summit Europe

Frank Bult
CEO, Phenix Impact Development
Co-Founder, Impact Summit Europe

Carolien de Bruin
Founder & CEO, C-Change
Co-Convener, Impact Summit Europe

Walter Sarin
Junior Project Manager

Reineke Davidsz
Associate Intern

Max van Rossem
Associate Intern

Phenix Capital BV Phenix Capital Impact Events BV
Strawinskylaan 3051 Business center WTC
1077 GE Amsterdam Prinsesmagrietplantsoen 33
Email: info@phenixcapital.nl 2595 AM The Hague 

Vivien Patt, CFA FCA
Consultant
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Change

Imagining A New Corporate Narrative

With the release of the United Nations’ sustainable 
development goals (SDGs) in September 2015, a global 

action agenda was set that asks all sectors to act

Our belief is that a ‘sea change’ business transformation
– in mindset and capability – is needed for the private 

sector to play the role it is asked to play

At C-Change, we convene, consult, and connect 
businesses and coalitions who want to make a difference –

offline and online through our ‘LinkedIn for Impact’ which 
will launch late 2016

Join our journey?

Contact us at info@c-change.io

C
^ ^
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To all our partners, sponsors and supporters,

ACADEMIC PARTNER

Thank you!



STRATEGIC PARTNER

Thank you to all our partners, sponsors and supporters,

SPONSORS

SPEAKER ORGANISATION

HOSTED BY CO-CONVENER

we could not have done it without you!
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