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Why impact + capital matters?

Everything we do affects people
and the planet. Managing impact
means figuring out which effects
are material and then trying to

prevent the negative and increase
the positive.

Estimated annual global direct economicimpact associated with selected global burdens
(Share of global GDP, 2014)

Violence & amed conflict GGG . 1%
Biodiversity and eco-system impact I 3.1%
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Corruption I 2.0% .. N
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Antimicrobialresistance I 1.6% +

Congestion Costs N 1.6%
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We are missing opportunities

Food Waste I 1.3%
& ClimateChange mmm 13%

Source: The Imbpact Manaaement Proiect htto://Wwww.imbpactmanaaementproiect.com/: Business and Sustainable Develobpment Commission. Various reports


http://www.impactmanagementproject.com/

What impact investment contributes

Impact investments are:
intentionally designed to achieve positive outcomes and impact as well
as financial return and measure both.
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Mobilising capital + talent
Creating incentives for collaboration & innovation
Increasing focus on efficacy & prevention

Potential for more + better outcomes



Global momentum toward tipping point 2020
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Steerihg impact investing toward a 2020
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‘United Nations’ of impact investing in Chicago BY @mpactnsig
advisory boards from 16 countries
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#Impact16. Advisory bodies catalyzing
#impinv in 16 countries +Sir Ronald Cohen &
new CEO for the global effort, Amit Bhatia.
#dogooddowell

K Brigit Helms @helmshart - Jul 11
Y #GSGSummit Sir Ronald Cohen: this revolution has an edge over the tech
“" revolution, any country can emerge as the leader, not concentrated

Investors' Circle @InvestorsCircle - Jul 10
C@ Venture capital was a choice, impact investing is a necessity #GSGSummit
| @GSGimpinv #impinv
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A‘AAA See: www.gsgii.org; Global Steering Group You Tube Channel



http://www.gsgii.org/
https://www.youtube.com/channel/UCdTWTCBaYQ1G0Kx2nY8is8Q

The new paradigm: risk, return and impact

We are convinced financial and social returns go hand in hand. PGGM

Lifting up the world’s poorest 4.5 billion people is the global economy’s next big growth
engine. Bank of America Merrill Lynch

19" C - focus on profit

Impact returns can be
designed around sector,

impact area or mission
alignment

Financial returns are
based on organisation’s
business principles and
business standards

Financial
This analysis applies at return

a transaction level and
at a portfolio level

Source: Blueprint to market: Impact Capital Australia, 2015 Adapted from Impact strategist and Invisible Heart of Markets, Social Impact
A Investment Taskforce, 2014 and JP Morgan Portfolio Approach to Impact Investment, 2011



Impact & return co-exist across asset classes

— | WFPT

REAL ASSETS PROGRAM
DELIVERY
TAINABLE M
ELOPMENT Zan® ALS &
Agriculture & <
wowusn [l 4 oo P Food Forestry
am \ = (e
Health & ) “2000" > Power
Education |
us$3.5Tn O Ussa i

‘ Metals

. vl E Water \ Us$700Bn
\ u553oo M
,\\ / A

\
\x_’/

-
A:A Sources: Impact Investing Australia, 2016; Morgan Stanley 2016; World Business Council for Sustainable Development, 2015; 2017



Alignment with SDGs an emerging theme
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Multiple products & actors in the market
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The cost Is rising for Australia

» “Social security and welfare represents 35 per cent of the Australian
Government’'s expenses. The level and sustainability of this expenditure will
be a key issue for the Parliament.”

* In 2016-17, the Australian Government estimates that it will spend around
$158.6 bhillion on social security and welfare, and around $191.8 billion in
2019-20. Key drivers of growth in expenditure are expected to be in the
National Disability Insurance Scheme and assistance to the aged.

Estimated Australian Government expenditure of social security and welfare By 2026:
- * Disability services expected to grow from S5bn
m Cher vl .
endaciniaion to $24bn with NDIS.

u NOES and ot disabily

sonices/progiams Childcare assistance from S6bn to S18bn.

150 . .

o cuberassistnca or  Care payments $7bn to $18bn.
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Source: http://www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Library/pubs/BriefingBook45p/WelfareCost



Opportunities growing in Australia

The Murray-Darling’Basin
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INNOVATIVE LENDING

OB

social ventures australia

Social Impact Fund

INVESTMENT

GROUP.,

728 | HESTA |

11G SOLAR INCOME FUND

Social Impact
Investment Trust

GIANT
LEAP
FUND .,

LLYIN DIGENOUS

| BUSINESS AUSTRALIA

In Australia, the scale in transactions has been in
environmental related products but there is growing
activity in social impact related areas.
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The Australian Advisory Board: Leadership, action
& policy to catalyse impact
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Understanding the cost of not acting

What do social issues cost
Deloitte Access Economics
@ Collaboration with Deloitte Access Economics to look at the

real cost of social issues

A practical guide to

understanding social costs: A Practical Guide
« Explanation of the financial, social and

Developing the evidence economic anaysis
base for informed social . Tools to navigate.
impact investment .

Case studies that work through the principles:
homelessness; teen parenthood
*  Arming those with ideas for impact to speak to
the cost and results of their work

February 2016

e

I‘?A Sources: A Practical Guide to Understanding Social Costs, 2016, Deloitte Access Economics



Supporting impact driven enterprise to grow
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Investment
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Real funding to help enterprises raise
capital to grow

The Impact Investment Ready Growth Grant provides
mission-driven organisations with up to $100,000 to pay for
capacity building support to secure investment.

In the 2.5 years since its inception with $1.75m funding from
NAB, the Growth Grant has built a

strong track record:

e $1.5m in grants committed to 23 mission driven
enterprises

e 11 capital raises closed for a total of ~$43m total
investment

e Median leverage of capital raised to grant funding higher
than 22x

Targets intermediary advisers as well as enterprises

What has been learned

Recent report: Paving Pathways sets out findings and insights
from a survey of grantee enterprises and service providers and a
report published in this week, 10 February 2018.

Last grant round in progress. Additional funding being sought
including through 2017 Budget initiatives.

A Sources: www.impactinvestmentready.com.au; Paving Pathways, Impact Investing Australia, 2018

AAA


http://www.impactinvestmentready.com.au/

Investor survey: demand is growing

@ Investor appetite in Australia

123 investors from institutions, not-for-profits, trusts and
IzAé\mrSvTE]ggE?E%if Sl foundations and the private sector, totalling $333bn in AUM.

« On average, active impact investors plan to triple their
allocation to impact investments in the next 5 years
representing $18bn of capital.

*  More than two thirds of all investors expect impact investing
to become a more significant part of the investment
landscape in the coming years.

*  Most investors expect market rates of return.

@ As at 2015, Australian investors reported

mpACT & «  On average, they plan to triple their allocation to
A e ! s s impact investments in the next 5 years
passet representing baseline of $18bn in available
capital.

*  More than two thirds of all investors expect
Impact investing to become a more significant
part of the investment landscape.

«  Most investors expect market rates of return.

‘2 Sources: Impact Investing Australia 2016 Investor Report; Benchmarking Impact: Impact Investment Activity & Performance Report 2016
A Impact Investing Australia, 2016;



Benchmarking highlights potential

r’)
P s O‘

Products*

Min.
257

20
15

7%

5

0 FY10 FYnl FY12 FY13 FYi4 FY15 Post ’

FY15
Report Data-set
Aggregate product valuet ($m)
25001 Min.
2000+ 32%7
1500 1 $1.2b §
1000+ \ & NEsTinG
500+ - \
s v s = = e Green and Social Bond Issuance in Australia

Report Data-set FYt> (sAm)

*n=15 at FY15, an additional product is included in the data from FY10 to FY13 after which it was repaid

+ n=15 at FYI15, an additional product is included in the data from FY10 to FY13 after which it was repaid
Green bonds = 2 products; $900 million

Each green bond has been treated as one product because investors do not hold the underlying investments

In Australia, scale in transactions has
been in environmental related
products and there is growing activity
in social impact related areas. The

range and diversity of opportunities is 2014 2015 2016 2017
growing. W Semi-government green bond M Green securitisation

B SSA green bond Corparate green bond

W Bank green bond W Social bond

A
A

Ads Source: Australian Impact Investor Survey 2016; Benchmarking Impact: Australian Impact Investment Activity & Performance 2016; Kanga News April 2017



Governments as a critical partner

Market Builder:

Increase resources to impact driven organisations across the
eco-system [eg. Impact Investment Readiness]

Provide incentives to encourage greater participation and scale
in early stages of development [eg. wholesale institution]

Market Participant:
Better targeted spending on efficacy and outcomes
Increase the flow of investment to social purpose organisations

Orient funding to provide incentives for innovation and effective
solutions [eg.Outcome funds]

Market Steward:

Remove Barriers to investment — fiduciary duties of trustees,
governance of trusts & program/mission related investments

Enable a range of purpose driven corporate forms [eg.Bcorps]
Tax incentives

A? Source: G8 Social Impact Investment Taskforce The Invisible Heart of Markets, 2014; Australian Advisory Board on Impact Investing & Impact Investing
Australia Submissions http://www.australianadvisoryboard.com/submissions; Financial System Inquiry Report, 2014; see range of AAB submissions online



http://www.australianadvisoryboard.com/submissions

Views from the field 2017

What’s happening....

@ Things have moved forward: more activity and ore diverse
participation

Views from the A market building phase: an advance from uncoordinated
lmpact lnvestmg . . h . .
playing field in innovation to more cohesive practice
Australia on what's
happening and There is more potential: to grow, diversify and engage
oy what’s needed next
_-_E-; if 8\"\ :---; .;:‘A;»:-r, Boars on mpact mvestng
sl o What’s needed next....

Re-balancing: pushing innovative ideas and new solutions into the

Design for scale: aggregation and packaging of investments,
design and scalability for delivery

Support Market Participation: catalytic capital, data, education,
tools are critical

AUSTRALIAN

ON IMPACT INVESTING

.-u
......

Product innovation: thematic commissioning and incubation,
aggregation, adaptation

.—.—.—

Skilled intermediaries connecting need ad opportunity across
disciplines and sectors

Mobilise Governments, institutions & philanthropy for

9 signaling effect and capital
Source: Global Steering Group for Impact Investment, 2017; Impact Investing Australia, 2017; Blueprint to Market: Impact Capital Australia 2015



Scaling impact takes an ecosystem

Australia’s national advisory board is focused on growing the ecosystem for impact in and from Australia
employing a framework of leadership, action & policy

AUSTRALIAN ADVISORY BOARD
ON IMPACT INVESTING

Member of Powered by
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Driving real impact AUSTRALIA

Priority focus on incubation & delivery of key initiatives from 2014 strategy, Delivering on Impact:

= Impact Capital Australia 1~ llﬂn.m
= Impact Investment Ready Growth Grants 1Cd= Ready -

Development of the next wave of strategy to scale impact investment in and from Australia.
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http://www.australianadvisoryboard.com/
http://www.impactinvestmentready.com.au/

The Game-changer: Impact Capital Australia

ICA will be that catalyst, promoting innovative and scalable solutions

Vision

A dynamic market for investment that delivers measurable, improved outcomes
for society, operating at scale in and from Australia, demonstrating and
promoting innovation and diversity in participants and products.

Mission

ICA will be a catalyst and build a dynamic market by:

* Investing in intermediary vehicles and products in key impact sectors

*  Originating societally focused, impactful, innovative and scalable solutions
* Implementing strategy to encourage diversity, innovation and growth

MARKET
CHAMPION

INVESTOR

ROLE ROLE

ICA’s investment activity would be: * ICA would be a proactive market
* 80% wholesale to existing and new builder identifying opportunities
intermediaries and removing barriers

* 20% direct to socially impactful,
innovative and scalable solutions

Source: Blueprint to Market: Impact Capital Australia, 2015; ICA implementation deck, 2017



ICA mandate across 10 targeted impact areas

‘ 4

Impact areas are the first filter

Other dimensions of impact: reach, targeting, need and opportunity,
beneficiaries then considered alongside financial and market development
aspects

Source: Blueprint to Market: Impact Capital Australia, 2015; ICA implementation deck, 2017



3 dimensions of ICA’s portfolio: finance, impact
and market development

p-
f
/

Finance

Return: Target fair risk-adjusted return
Validation: of sustainability of investee
business model.

Portfolio fit: of asset class and duration to
achieve diversification.

Sustainability: of ICA.

Market development o
Thresholds: Minimum impact

required

Beneficiaries: identify who benefits
Outcomes: Track and measure
Additionality: ask, would it happen
anyway?

* Leverage of capital: encouragement of
private investment.

* Innovative & new models: proven to enable
future deals

* Ecosystem: build infrastructure centred on
partnership and collaboration

Other Criteria for investment:

*  Minimum deal size

* Doesn’t crowd out other market participants

* Rigorous and transparent impact and investment policy

AL Source: Blueprint to Market: Impact Capital Australia, 2015; ICA implementation deck, 2017



As an investor, ICA would prioritise growing
Intermediaries

ICA as a wholesale investor

Co-investment * Co-investment * Co-investment *

Fund : Fund Fund
Manager 1 Manager 1 Manager 1

->'Invest ].Invest y.lnvest y ->.Invest y'lnvest "Invest l —>'Invest y'lnvest }'Invest }

Co-investment * Investments in opportunities in 3 main
areas potentially across asset classes.
& W
aayammm——sas “
Sl A )

ORGANISATIONS PROGRAM DELIVERY REAL ASSETS

* Could be corporate, private or philanthropic
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=
E
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Source: Blueprint to Market: Impact Capital Australia, 2015; ICA implementation deck, 2017
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|ICA theory of change: the multiplier effect

Funding

C50s, Foundations,
HNW Investors

Finandal
Institutions

Government

Size =5300m

Intermediary Growth
+
Demonstration
Effect:

New & existing

intermediaries

have source of
funds

Growth in size
and impact over
time

Prove new &
innovative
models

Mobilises private capital at
each stage of investment*®

iplesin co-investment into

investments made by
intermediary funds

Multiplesin co-
investmentinto
intermediary funds

$150m
Co-investment
inlCA

5150m
Gov

Increased
participation with
greater
effectiveness and
maturity

A stronger market
+

impact across policy
priorities

i o= Y ..
N e

B &

Increasein:

* scalable & investible

business models, and
products

* capacity, size and number
of successful impact
investment funds and
advisory/originating
intermediaries

Source: Impact Investing Australia: Implementation of a Game-Changer, 2017

*ultimate leverage on Government funds forecast to reach 16x; see analysis for Impact Capital Australia




For more information
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Driving real impact



Partners & Supporters
AUSTRALIAN ADVISORY BOARD

Market building and impact is made possible with ON IMPACT INVESTING

collective action and resources. We thank to our

partners and supporters and welcome others who would Member of Powered by
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