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1)Long-run returns to impact investing in emerging
markets and developing economies(2020)

2)Impact Investing(2020)
3) The Risk and Return of Impact Investing Funds(2023)
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¢ :m3 & M: Long-run returns to impact investing in emerging markets and
developing economies

¢ E&: Shawn Cole(Harvard), Martin Melecky(World Bank), Florian Molders(IFC), Tristan
Reed(World Bank)

¢ 225 E1:2020

¢ i FERE: Llinternational Finance Corporation(IFC)E 1960 F R IZ 1 12 & ZRIR S W 7T ¥
2 REAFENREXRHAUREAESEEERF

Note: IFC charges market-based rates for its loans and seeks market returns on equity investment, except for “blended finance” projects
Source:NBER.



Methodology
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¢ &= 7530 : PME(Public Market Equivalent)! X Total value to paid-in capital(Money
Multiple)
Z dist(t)
t 1+R(t dist (t
PME = Y T py — 2o dist ()
Z cont(t) Z cond ( )
t 1+H(t) t

Note: X A B T AR E (ex:write-off) 2Rt £ E 7 & IR i
Source: NBER
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Source: NBER

TABLE III: Financial performance of the IFC private equity portfolio as of June 30, 2019.
The public market equivalent (PME) 1s measured following Kaplan and Schoar (2005) as the ratio of
cash in (disbursements) to cash out (client capital calls). where each series is discounted according
to a public market index. The discount rate is given by the total return of the index, including
dividends and price appreciation. Cash flows and the index value are observed on the last date of
each month. For investments with non-zero holding valuation. the fair value is treated as a positive
cash flow in June 30, 2019. as if the investient is sold on that date. An investment is considered
fully realized if it has zero holding valuation.

Financial performance of the portfolio of all equity invest-
Index Start Date ments with vintage vears including and since...

1961 1970 1980 1990 2000 2010

PME vs. MSCI Emerging Markets 1988 1.3 1.18 0.98
PME wvs. MSCI World 1970 1.21 1.26 1.23 1.12 0.78
PME vs. S&P 500 1957 1.15 1.13 1.16 1.14 1.07 0.7
Total value to paid-in (TVPI) 1.71 1.70 1.69 1.61 1.47 1.15
Number of investments 2.509 2.429 2.304 2.053 1.433 803
Share of investments fully realized 09.20% 068.20% 066.40% 62.50% 47.50% 25.80%
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s X 218 Impact Investing

¢ {E&: Brad M. Barber (UC Davis), Adair Morse (Haas), Ayako Yasuda (NBER)
¢ 2 IE: 2020
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Source: Impact Investing, 2020



Methodology
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¢ #*AHedonic pricing framework of WTP(Willingness-To-Pay) for impact:

i
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Source: Impact Investing, 2020
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Table 1

Fund descriptive statistics, 1995 to 2014.

This table presents fund summary statistics for traditional funds (left columns) and impact funds (right columns), Capital commitment is the average capital
commitment across investors within a fund. IRR is the final or last observed internal rate of return for the fund. VM is the fund's value multiple. Imputed
PME (public market equivalent) is the fund's PME imputed using regression coefficients in Table IA.IV in Harris et al. (2014) and the fund’s available IRR
and VM. Percentile rank is the fund’s percentile rank relative to similar cohort funds (year, region, and fund type). In Panel B, we present the geography
focus of fund investments. In Panel C, we present the industry focus of fund investments. Funds can have multiple geography and industry focuses.

Tradirional VC funds Impact funds
N Mean Median Std. dev. N Mean Median Std. dev.
Panel A: Descriptive statistics
Vintage year 4500 20054 2006.0 5.26 159 2006.7 2008.0 444
Fund size 4000 2046 102.0 300.2 147 129.6 £3.00 1473
($mil)
Capital 20117 22.21 14.60 33.85 125 2709 15.00 32.88
commitment
($mil)
IRR (%) 1207 11.59 740 32.06 76 370 6.35 15.17
VM - value 1484 1.51 1.22 194 91 117 110 0.56
multiple
Imputed PME 1147 129 1.09 1.29 65 1.00 0.97 042
Percentile rank 1530 049 0.50 0.30 94 0.34 0.28 0.30
Fund sequence 4500 3.95 2.00 5.63 159 3.88 2.00 591
number

Source: Impact Investing, 2020
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¢ 5% & #:The Risk and Return of Impact Investing Funds

¢ E&: Jessica Jeffers(HEC Paris), Tianshu Lyu(Yale School of Management), Kelly
Posenau(Cornell University)

¢ S ls R 2023
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Source: The Risk and Return of Impact Investing Funds,2023



Methodology

O ZA 2B KR A Impact Finance Research Consortium (IFRC) * Preqin * Burgiss&
BlE - R KRB Z294EMarket-ratex2 2 HEE - VintageFE D A1999F £20155F - MNet
contribution/Net distribution/NAVHYIR £ R EIE S 19995F £20214F -

¢ £AHPublic Market Equivalent(PME)#{IGeneralized public market

equivalent(GPME)RYZE £ K v fEBetarh iz @ & - 5", distribution,
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¥ Benchmark group: 1)Non-impact funds - 2)US Based VC -

Source: The Risk and Return of Impact Investing Funds,2023
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Source: The Risk and Return of Impact Investing Funds,2023
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Sample Profile

O 1EAR:305%
®AUM: 371 $Bn

INVESTOR ALLOCATIONS ACROSS ASSET
CLASSES

0,
Other, 7% Private

Equity, 26%

Public
Equity, 14%

Public Debt,
14%

Source: 2023 GlINsight — Impact Investing Allocations, Activity & Performance report

INVESTOR ALLOCATIONS ACROSS ASSET

CLASSES
Eastern
Europe &
Central Asia, Oceania, 4% North
6% America,

Loatam, 8% 299,

Africa, 13%

Asia Europe
ex.Central ex.Eastern
Asia, 18% Europe, 23%
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Figure 10: Sources of capital for investment managers by target returns

n=218;: AUM = USD 152 billion

3%
4%
2% 2% 1% 2%
1% 1%
01% 0.1%
Pension funds  Family offices  Development Insurance Banks Foundations Sowereign High net Multilateral Endowments  Fund of funds Corporates
finance companies wealth funds worth development
institutions individuals banks
@ Market-rate investors ) Below-market-rate investors

Source: 2023 GlINsight — Impact Investing Allocations, Activity & Performance report
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ricure 12: Financial and impact performance relative to expectations

n =306 n =307

Financial expectations Impact expectations

[ ] Qutperforming ® hhline [ ] Underperforming @ Mot sure

Mote: Excludes two organizations that did not share financial performance relative to expectations and one organization that did not disclose impact
performance relative to expectations.

Source: 2023 GlINsight — Impact Investing Allocations, Activity & Performance report
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Allianz

Lok Capital

Big Society Capital
Sarona

Leapfrog

Blue Orchard
responsAbility

TPG Rise

Triodos
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Limitations

€& Concentration bias

€ Limited sample size

& Selection bias




Question list

1. Based on your experience, how often have you observed IMPACT ALPHA?
[J0%(Never) Clbelow 1/3(Seldom) [lbetween 1/3 and 2/3(Often) [Imore than 2/3(Always)

2. Isthe IMPACT ALPHA phenomenon more prevalent than in the past? If so, why?

3. Drawing from your experience, what are the primary drivers of IMPACT ALPHA? Please
select the top four drivers.

[]Open-up new business opportunities by providing solutions for SDG challenges with new
products/services/markets

[JReduce risks
[JAttract and retain talents

[JKeep pace with policy developments and secure social license
[JEnhance branding and storytelling

[IBetter stakeholder relations

[IFoster greater collaboration and supports from like-minded people
[1Other, please specify:

4. Based on your practical experience, what are the main obstacles in delivering IMPACT
ALPHA?



Question list

Are you interested in exploring opportunities for impact investments in Taiwan?
[1Yes[INo [1Other, please specify:
A. Infundraising?

IYes LINo
B. Inmaking investments?

ClYes [INo
C. Incollaborating with Taiwanese asset managers?

CIYes [INo
D. Other possibilities?
Please specify:
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FUND SIZE(USD)

<500mn
20%

>10bn
30%

5~10bn
0%

500mn~2bn
20%

2~5bn
30%

Source: TIIA IMPACT ALPHA Questionnaire

INVESTMENT INSTRUMENT

Real Assets
10%

Private
Equity

1)
Multi-asset 31%

17%

Public Debt
10%

Private Debt
11% 21%



IxEEIFR R ENIS

GEOGRAPHY

Developed
Market
20%

Both
30%

Emerging
Market
50%

Source: TIIA IMPACT ALPHA Questionnaire
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Clean energy and climate action
Healthcare

Financial Inclusion

Agriculture and food

Affordable housing and sustainable cities
Education

Biodi1ersity

Infrastructure

Water

Gender

Forest

9

8

7

7

6

6

6

5
3 |

Source: TIIA IMPACT ALPHA Questionnaire
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1. Based on your experience, how often have you observed IMPACT ALPHA?
0% (Never) Below 1/3(Seldom) Between 1/3 and 2/3(Often) More than 2/3
Allianz, Lok Capital, Sarona,
Big Society Capital responsAbility, TPG Rise, Leafrog, Blue Orchard

Triodos,WHEB

Source: TIIA IMPACT ALPHA Questionnaire
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Is the IMPACT ALPHA phenomenon more prevalent than in the past? If so, why?
Allianz Yes

Lok Capital Yes, the Impact Alpha phenomenon is indeed more prevalent today than in the past

| don’t know. | think there are more funding mechanisms that support the generation of
revenues and investor returns through delivery of public goods.

Sarona Yes
Leapfrog Yes
Blue Orchard Yes
responsibility Yes

Big Society Capital

TPG Rise Yes
Triodos No
WHEB Probably true

Source: TIIA IMPACT ALPHA Questionnaire
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1) Growing awareness of issues like climate change and social inequality, fueled by recent
climate events and the COVID pandemic, coupled with increased regulatory emphasis on
sustainability and consumer demand for eco-friendly products, is creating new investment
opportunities.

2) More capital is flowing into impact investing, encouraging entrepreneurs who may not have
considered private equity to seek funding for business expansion.

heightened awareness of social and environmental issues, shifting investor

Lok Capital preferences, evidence of financial performance, regulatory support, generational shifts,
innovation, and increased corporate engagement in sustainability

more regulations, capital, investors, strategies, getting focus from traditional

Allianz

Sarona . . 5. . s
investors/financial institutions.
As impact investing gains maturity and broader adoption, there are increasing opportunities
for impact alpha. This is fueled by growing recognition of the value of such investments and
Leapfrog . . . . . . .
the rapid expansion of emerging and developing markets, especially in the context of impact
investing.
Global challenges have spurred investors to seek companies making a positive societal
Blue Orchard impact. This has made impact investing more accessible and widespread, offering a greater
array of investment options.
TPG Rise More big players have joined in this market. A wide range of strategies.
Before 2022, companies with strong impact credentials saw rising demand, influenced by
Triodos ESG/Impact investments and limited availability in certain sectors. In 2022, these companies

experienced a sell-off due to factors like higher interest rates, and skepticism about
ESG/Impact has lessened.

Historically, fewer impact investors meant more chances to discover undervalued stocks that
WHEB hadn't yet reflected the growth potential driven by impact. In recent years, popular
ESG/impact companies trade at a premium due to heightened interest from impact investors.
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3.What are the primary drivers of IMPACT ALPHA?

Driver Total
Open-up new business opportunities by providing
solutions for SDG challenges with new
products/services/markets

Reduce risks 6
Attract and retain talents )
Keep pace with policy developments and secure 4
social license

Foster greater collaboration and supports from
like-minded people

Enhance branding and storytelling

Better stakeholder relations

Source: TIIA IMPACT ALPHA Questionnaire
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Alignment in impact
definition and
measurement

Some impact
solutions are risky

Limited

investment
opportunities

Source: TIIA IMPACT ALPHA Questionnaire
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1. Are you interested in exploring opportunities for impact investments in Taiwan?

Asset Manager Yes No |Other

Allianz V

Lok Capital We arg cgrrently ope.r.atlng un(Eier thg mandate of
investing in opportunities only in India.

Big Society Capital V
Taiwan is a developed country to us, by our definition,

Sarona , : : .
so we aren’t keen to do investments in Taiwan.

Leapfrog V

Blue Orchard \Y

ResponsAbility V

TPG Rise V

Triodos depends a bit on the practical constraints that there are
to investing in Taiwan. We currently invest via ADRs.

WHEB Potentlglly but our firm does not have a big exposure in
the region

Source: TIIA IMPACT ALPHA Questionnaire
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2. Are you interested in fundraising in Taiwan?

Asset Manager Yes No
Allianz V
Lok Capital V
Big Society Capital V
Sarona V
Leapfrog \/
Blue Orchard V
ResponsAbility V
TPG Rise
Triodos
WHEB V

Source: TIIA IMPACT ALPHA Questionnaire



4+ A,

=i
%ZEEEE’EEQIMPACT ALPHARIEGHFTERR 7L - mEZEIEIMPACT ALPHAZRE =

¢ 12023 GIINIRE ANREER - ZEMarket-ratex? £ N E SN oJZF| FEHI R M (IMPACT
ALPHA) -

& TIARI %1 % ZRIMPACT ALPHAZS 1 [ 7 5% B B 12 (4 37 10 2 S/ AR IS T IS SR ABSR
SDGHE - [FERBSE -



=8 NIRERFTAIPR I

¢ HalnBRREZENREHFAZIBENE =1 EMEHE -
CHRBENEENERDIX

¢ BigMEE RS #BLimited sample size * Selection bias -
Survivorship biasZ IR EE -




Implication

ATEBEREA SigthRE

1LEENEER LRV =E
IRAE - |E MR E /175

=EE IR S
2.1EHR: & 2.5 EIETERIR 2RI EES
H{BhL*E HA = e 2f TIRBRE?
3.BIRS1E



Thank you




Appendix: IFC Equity investment
performance by region

APPENDIX C: Equity investment financial performance in emerging market and developing
economies. In the weighted average. each imvestment is weighted by the share of cumulative contri-
butions in that that vintage year. Before calculation of averages. variables have been winsorized at the
99th percentile, for consistency with the sample used in the regressions. Realized investments are those
with zero holding valuation as of June 30, 2019.

PME S&P 500 TVPI

Vintage Years Investments Realized Investments Duration™®* ] I . ]
Average Median Weighted Average Median Weighted

Average Average
1961-69 80 100.0% 17.4 1.44 1.02 1.35 3.18 1.84 2.75
1970-79 125 100.0% 14.0 0.90 0.51 0.94 322 1.37 3.51
1980-89 251 98.8% 11.5 0.98 0.45 1.17 290 1.21 3.30
1990-99 620 97.3% 9.3 1.34 0.65 1.39 247 1.19 2.54
2000-09 630 75.1% 8.2 1.60 0.87 1.84 2.32 1.26 2.59
2010-19 803 25.8% 45 0.81 0.74 0.84 1.23 1.00 1.25
ALL 2,509 69.1% 8.2 1.18 0.72 1.26 2.14 1.13 2.56

**Duration 1s defined as the average vears between first and final cash flow or positive valuation




Appendix: IFC Equity investments
by region and sector

APPENDIX B: Equity investments by region and sector. Regions follow the World Bank Group
regional classifications as 0f 2019. Collective investment vehicles are private equity funds managed
by an institution other than IFC.

1961-69 1970-79 1980-89 19%90-99 2000-09 2010-19 TOTAL

Panel A) Count of investments by region

Latin America and Caribbean 34 33 71 143 119 158 558
East Asia and Pacific 7 29 53 97 122 154 462
Sub-Saharan Africa 13 20 58 117 95 149 452
South Asia 11 o 27 21 106 147 379
Europe and Central Asia 5 15 13 123 118 77 351
Middle East and North Africa 6 16 21 51 44 65 203
World 4 5 8 8 26 53 104
TOTATL 80 125 251 620 630 803 2.509

Panel B) Count of investments by sector

Finance and Insurance 22 20 40 133 222 193 630
Collective Investment Vehicles - 2 26 136 137 231 532
0Oil. Gas and Mining 2 6 28 40 44 43 163
Industrial and Consumer Products 8 7 32 31 15 16 109
Chemicals 8 8 24 30 23 15 108
Food and Beverages 4 4 22 37 14 17 98
Electric Power 1 - - 26 11 58 96
Nommetallic Mineral Product Manufacturin 8 18 14 28 12 8 88
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Table A3. Distribution of IRR and VM for VC Funds, 2000 to 2012

The table reports the distribution of funds' final {or last reported) internal rate of return (IRR) or value multiple { VM), Excess IRR (or VM) 1s
the fund's IRR less the median IRR {(or VM) for cohort funds. Cohorts are defined by vintage vear and geography. Panel A presents percentiles
of the distribution. Panel B translates percentile rank spreads centered on the median performance measure to a performance spread for each of
the performance variable.

Excess Excess Percentile Excess Excess

Percentile IRR IRR Wi VM Rank IRR IR W W

Panel A: Percentiles of Performance Measures Panel B: Mapping of Percentile Rank Spread to Performance
5th -14.1 -18.8 0.40 -0.81 1 0.3 0.0 0.02 0.00
10th -7.9 -14.2 0.59 -0.60 2 0.4 0.0 0.03 0.00
15th -4.9 -10.9 0.71 -0.49 3 0.6 0.2 0.05 0.02
20th -2.7 -8.6 0.82 -0.40 4 0.8 0.4 0.06 0.02
25th -0.5 -6.1 0.92 -0.30 5 1.0 0.4 0.07 0.03
30th 1.2 -4 8 1.00 -0.23 6 1.5 0.6 0.07 0.03
35th 3.0 -3.4 1.06 -0.15 T 1.7 0.9 0.09 0.04
40th 4.5 -1.9 1.12 -0.09 8 2.0 1.1 0.09 0.05
45th 5.9 -0.7 1.18 -0.04 9 2.2 1.1 0.11 0.05
50th 7.2 0.0 1.24 0.00 10 2.5 1.3 0.12 0.07
55th 8.4 0.6 1.30 0.03 11 2.6 1.6 0.13 0.07
6ith 9.5 1.7 1.38 0.09 12 2.9 1.8 0.14 0.09
65th 10.8 3.1 1.45 0.15 13 3.2 2.0 0.15 0.09
T0th 12.4 4.3 1.52 0.22 14 3.5 22 0,17 0.11
75th 14.4 6.0 1.61 0.32 15 3.7 2.6 0.18 0.12
80th 16.8 5.0 1.73 0.42 16 3.9 2.8 0.19 0.14
85th 19.9 11.1 1.87 0.56 17 4.2 3.0 0.21 0.14
90th 24.7 15.1 2.10 0.80 18 4.5 33 0.22 0.17
95th 35.0 24.0 2.50 1.25 19 4.8 3.5 0.24 0.18
Interquartile 14.9 12.1 0.69 0.62 20 5.0 3.6 0.26 0.18
N 1.036 1.036 1,177 1.176 21 5.4 39 0.26 0.20
22 5.7 4.1 0.28 0.21




Appendix: Impact and Benchmark
Fund Geographic Focus

Figure 1: Impact and Benchmark Fund Geographic Focus

We plot the share of investments by company headquarter region for impact, matched, and VC
funds. This figure plots the count of investments per region as a share of total number of
investments in a particular fund type aggregated portfolio. Data is pulled from Pitchbook.

Percent (%) of Total Investments

Americas Europe Asia Africa Middle East Oceania

| NN mpact NN Preqin Matched [N Preqin VC |

Source:The Risk and Return of Impact Investing Funds,2023



Appendix: Impact and Benchmark
Fund Industry Focus

Figure 2: Impact and Benchmark Fund Industries

We plot the share of investments by industry for impact, matched, and VC funds. This figure is
created by counting the number of times one of the Fama-French 12 industries appears in a
particular fund type aggregated portfolio, divided by the total number of portfolio companies for
each fund type. All fund-investment level data is from Pitchbook.

Percent (%) of Total Investments

Other BusEq Manuf NoDur HIith Money Enrgy Shops Telem Durbl Chems Utils

[ ot NN Preqin Matched [N Precin VC

Source:The Risk and Return of Impact Investing Funds,2023




Appendix: Impact Fund by Asset
Class

Figure 3: Impact Funds by Asset Class

We plot the number of impact funds in our sample by asset class. VC funds are equity funds that
invest with an early stage focus. Other equity funds include late stage and more generalist funds.
Buyout funds are equity funds with a buyout focus that use leverage. Debt funds are private funds
that originate loans to portfolio companies. Real asset funds invest in physical assets. The
remainder of impact funds are generalist, that invest with a variety of styles in companies at
various stages.

40 — — _

35

30

25

Nurm. funds

20

15
m I
. | | - — —

Venture Buyout Expansion Generalist Generalist Mezzanine Real aszets Other equity Other debt
capital capital equity

n

Source:The Risk and Return of Impact Investing Funds,2023




Appendix: Mission Focus for
Sample Impact Funds

Panel A: Mission category

Num. funds

Environmental 18
Social 48
Social and environmental 28
Total 94

Panel B: Primary mission focus

Num. funds

Clean technology and energy 14
Diversity, equity and inclusion 4
Economic development 31
Financial inclusion and microfinance 9
Food and agriculture 2
Other environment 5
Social services 9
Sustainable practices 20
Total 94

Source:The Risk and Return of Impact Investing Funds,2023



Appendix: Summary Statistics

Impact Matched VC
N Mean Median | N Mean Median| N Mean Median
Vintage 94 2009.1 2010 |94 2009.1 2010 |484 2006.1 2006
Fund Size (Mill$) 04 4289 1432 |94 4223 161 | 484 3727 280
KS PME 94 0.744 0.724 194 099 0925 |[484 0914 0.823
Multiple 94 1.154 1073 |94 1532 1361 |484 1.568  1.327
IRR (%) 04 -0.325 3.021 |94 10.028 9.037 | 480 5.374  5.185
Effective Years 94 9.1 88 194 84 79 484 143 15
# Cash Flows per Fund 94 256 255 |94 29.2 27 | 484 338 32
# Contributions 94 17.3 17 194 179 17 1484 20.0 19
# Distributions 94 83 6 94 11.3 10 | 484 138 12

Source: The Risk and Return of Impact Investing Funds,2023



Appendix: Age of investees

Figure 1.B.6: Average Age of Investments at Deal Date

We provide the boxplot and cumulative distribution of the average age of companies within fund
portfolios, broken out by the sample group. Each dot represents one fund. The average within
each sample is denoted by the red line. Age is calculated by subtracting the year of the company’s
founding from the deal year.
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Appendix: Unadj. performance

(a) IRR (%) by Vintage (b) TVPI by Vintage
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Appendix:

4. Based on your practical experience, what are the main obstacles in delivering IMPACT ALPHA?
1) Some of the most innovative impact solutions are still new, at a smaller scale, and inevitably
there will be technology or other risks associated with these emerging solutions.

Alli
anz 2) Alignment around impact definitions and measurement is important for scaling impact

investing.

1) Measuring and Reporting Impact

2) Lack of Clear Definitions and Standards

3) Exit Strategies and Liquidity Concerns

4) Risk Perception

5) Short-Termism

6) Resistance from Traditional Investors

7) Capacity and Expertise Gap

Big Society Capital |Funding and regulatory environments that favour extractive business models

Perception risk of ding impact investing. In reality, that depends on what kinds of impact you're
Sarona looking for. If you wanna do investments only in EM, that’s more risky. If it’s financial inclusion
and healthcare, that’s really profitable.

Comparable impact measurement and management practices across asset managers is a
hurdle to some investors recognizing the impact alpha of an investment.

Lok Capital

Leapfrog




Appendix:

4. Based on your practical experience, what are the main obstacles in delivering IMPACT ALPHA?
1) Regulatory challenges

2) Limited investment opportunities

3) Difficulty in measuring impact

4) Lack of standardized metrics

The private market impact universe has expanded, but it's complex. Measuring social and
environmental impact needs non-financial data, which can be challenging to obtain as
counterparties may not provide it. Additionally, subjectivity is a significant factor in assessing
social impact.

1)portfolio companies don’t have the right people

2)Macro issue: regulation, war in the Africa

TPG Rise 3)Need to education portfolio companies, sometimes the mgmt team doesn'’t fully understand
some impact metrics we use

4)companies underperform financially

In many cases the market has already figured out which companies can deliver impact alpha.
Triodos So, it’'s about finding new companies, but those tend to be smaller, could have more limited
liquidity and could perhaps improve their communication with the market.

Generating alpha in stock markets is a challenge. In impact investing, it's even harder, as it
requires finding genuine, quantifiable impact stories not widely known. Investing early in
impactful companies is key for alpha.

Long-term opportunities exist too. Impactful companies addressing sustainability challenges
tend to outperform the economy. Investing in them at the right valuations can yield impact
alpha.

Blue Orchard

ResponsAbility

WHEB
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