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IMPACT INVESTING

WHAT ARE IMPACT INVESTMENTS?

GIIN' defines impact investing as investments made with the intention to generate positive, measurable social and/or environmental impact alongside
a financial return, that can range from below market rate to risk-adjusted market rate.

MAIN CRITERIA MAIN QUESTIONS TO BE ANSWERED
WHICH ASPECTS TO LOOK AT? HOW TO ASSESS THOSE ASPECTS IN THE REAL-WORLD?
1.INTENTIONALITY: investors intentionally look for a social One of the most notable examples of a framework concerned with defining the quality of impact
and/or an environmental issue to be solved through their is the Impact Management Project (“IMP”).

investments. This includes setting transparent impact and The five dimensions of impact identified by the IMP essentially help defining what it is to have

an impact, assessing the extent to which an impact has taken place, and what steps are needed
explicit about the strategies used to achieve those objectives. o Saau T
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WHAT ARE THE MOST COMMON THEMES? T EEEEE T | == & 8 e
PRI’s Market Map Project categorizes mainstream . '-_ "\\f’ Ml” @' a

impact investments into 10 main themes, which are:
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Impact investing is one of many approaches the private sector
can use to promote and support the implementation of the
SDGs2 A study by the UNCTAD? identified that achieving
the SDGs will require between S5 to S7 trillion, with an
investment gap in developing countries of about S2.5 trillion. In
this scenario, the role of the private sector is critical as it brings

agility in delivery and new approaches to financing the SDGs.
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2Sustainable Development Goals
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HISTORICAL CONTEXT AND EVOLUTION TO THE MAINSTREAM

According to PRI’s Market Map Project, the term impact investing was coined by the Rockefeller Foundation 11 years ago and has expanded and become incredibly
complex since then. Part of this ecosystem's evolution involves expanding the scope of impact investing’s original definition to be more flexible and inclusive; in other

words, to be more mainstream.

The traditional impact investing model is usually associated with the theory of change, the concept of additionality and purpose-driven companies. However, the

mainstream impact approach focuses on liquid and mature businesses that deliver products or services to benefit society or the environment.

It is important to highlight that the traditional and the mainstream approaches exist in the same ecosystem but operate differently. While the former targets low and
mid-liquidity and maturity as well as more innovative companies, the latter focuses on businesses such as listed equity firms and large privately-owned companies.

These two types of impact investments are complementary and work symbiotically.
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