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IMPACTINVESTING

“Philanthropy is commendable, but
It must not cause the philanthropist
to overlook the circumstances of
economic injustice which make
philanthropy necessary.”

Martin Luther King: leader in the African-American
Civil Rights Movement
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The why In Impact Investing

"Insanity Is doing the same thing over
and over again but expecting different
results.”

Business as usual will not solve the problems we
face as a global community

We need business as unusual

Impact investors need to apply the same rigor as
with traditional investments but they need a
different mindset, values and goals when doing so.
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The why In Impact Investing

We need to use markets more wisely

Situation:

The combination of
democratic government
and market economies
has had a hugely
liberating effect on the
individual and has
created unprecedented
wealth in the rich parts
of the world.

Consequence:

We are talking
about the
negative side

effects of a big
success story.
However these
have become too
grave to be
ignored.

Complication:

We are facing a
situation where the
natural capacity of the
planet as well as the
distributional injustice of
wealth is stretched to
the point where we are
biting the hand that
feeds us.
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The why In Impact Investing

If the world were 100 people

——

e "
: : B m : 78 would have electricity
’ 48 would live on less than $2 USD per day 22 would not
50 would be female M 1 out of 2 children would live in poverty T \
50 would be male : t ;.
. ‘ ,r 87 would have access to safe drinking
Yo - water
26 would be children | ; : &zt%?c;slgr}/\r/]?(uld have no clean, safe
There would be 74 adults, : A
8 of whom would be 65 and older
: ' 7 would have a college degree
\ A 22 would own or share a computer
S ‘. 83 would be able to read and write
77 people would have a place to ' 17 would not
shelter them from the wind and the
rain, but 23 would not 1 would be dying of starvation
Co 15 would be undernourished

21 would be overweight

If the world were x people www.100people.org



http://www.100people.org/
100people.xlsx
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The why In Impact Investing

Global wealth distribution

Finding solutions to the most
pressing challenges we face
today will also depend on the
positive impact business
makes

Business is currently seen as
part of the problem by most of
the world’s population; we
need to reverse this and make
business part of the solution

RICHEST

Each horizontal band
represents an equal fifth
of the world’s people

World World
____________________________ population income
® Richest 20% 82.7%
®m Second 20% 11.7%
POOREST Third 20% 2.3%
® Fourth 20% 1.9%
____________________________ ® Poorest 20% 1.4%

http://www.unicef.org/socialpolicy/files/Global _Inequality.pdf 7



http://www.unicef.org/socialpolicy/files/Global_Inequality.pdf
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The why In Impact Investing

Organizational Well being

Three types of 70% do not like
employees what they do

ENGAGED employees work with passion
Around 30%

and feel a profound connection to their
1 company. They drive innovation and move
the organization forward.

NOT-ENGAGED employees are essentially

“checked-out”. They're sleepwalking through O
2 their workday, putting time — but not energy Aro u n d 50 /O

and passion — into their work.

ACTIVELY DISENGAGED employees aren’t
just unhappy at work; they’re busy acting out

3 their unhappiness. Every day, these workers Aro u n d 2 O%

undermine what their engaged coworkers
accomplish.

Gallup employee engagement study: http://www.gallup.com/strategicconsulting/en-us/wellbeing.aspx?ref=f



http://www.gallup.com/strategicconsulting/en-us/wellbeing.aspx?ref=f
http://www.gallup.com/strategicconsulting/en-us/wellbeing.aspx?ref=f
http://www.gallup.com/strategicconsulting/en-us/wellbeing.aspx?ref=f
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The why In Impact Investing

Credibility of spokespeople: trust in our
leaders has reached a historic low

Academic or expert

Technical expert in the company
A person like yourself

Regular employee

NGO representative

Financial or industry analyst
CEO

Gov't official or regulator

Over 60 % of the
Informed global

business leaders are
credible and over
/0% do not think
political leaders are
credible

The Edelman trust barometer http://trust.edelman.com/trust-download/global-results



http://trust.edelman.com/trust-download/global-results
http://trust.edelman.com/trust-download/global-results
http://trust.edelman.com/trust-download/global-results
http://trust.edelman.com/trust-download/global-results
http://trust.edelman.com/trust-download/global-results
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& NYSE Euronext Data Center
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NYSE Euronext Data Center

We need to reward
the creation of value
not the trading of value
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The how In Impact Investing

Investor perspective

Genuine
belief that
ones own
investment
portfolio
ought to be
aligned to
ones own
values and
aspirations

Change of
mindset
from risk
adjusted
optimal
return
strategies
to impact
generation
strategies

Determine
a set of
parameters
(impact
area,
return ex-
pectation,
vehicle,
time
frame....)
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The how In Impact Investing

Investee perspective

: Change of
Genuine mindset
belief that

. from
business el
ought to

purely
serve real . :
financially
needs of .
coole oriented
p. P investors to
with .
seeking
respect for I
the planet P

for impact
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The what in Impact Investing

Philanthropy — Impact Investing - SRIs

Philanthropy:

Impact Investing:

Aim:

Philanthropic expenditure
aims to provide financial
means to forward a
charitable cause with no
monetary return
expectation

Investment with
the objective to
create positive
social and / or
environmental

Impact as well as
some financial

return

Vehicle:

Donations to charities,
foundations, social
enterprises, associations

Socially Responsible
Investments (SRIs):

Aim:

SRIs aim for risk adjusted
maximum return building
on ESG trends

\ehicle:

Investments with a
negative screening process
on ESG criteria, building
on sustainability trends, or
best in class approaches

17
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The what in Impact Investing

Working definition

Investments towards ideas that are based on
Innovative business models, proposed by
outstanding entrepreneurs that provide a
solution to social and / or environmental
problems with a minimum return of principle
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The what in Impact Investing

Debt or equity The focus is on Generating Return must be at
investments, cash organizations positive impact is least a return of
deposits, bonds, designed to make the reason of principal (interest
guarantees positive impact being for the free loan)

organization

Impact Investing

A lot broader than Excludes Excludes best-in- Excludes donations

traditional private investments with class, negative and other forms of

equity investments unintended screenings, SRIs giving where no
positive impacts return is expected

Adapted from Julia Balandina Jaquier: Guide to Impact
Investing for family offices and high net worth individuals
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The why, the how and the what In
Impact Investing

Investment

We need to Start with a in entrepre-

find better new
ways to mindset
use regarding
business the role of
for social business In
benefit society

neurial
solutions to
socilal /
environ-
mental
nroblems

20
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The why, the how and the what
In Impact Investing

Contact:

ernst@humanisticmanagement.org

www.humanisticmanagement.org
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