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3. Case studies: Includes a unique collection of 45 candid 
case studies of HNWIs from 21 countries detailing their 
motivations, personal journeys, and impact investment 
approaches.

4. Performance data: Offers solid evidence that impact 
investing can generate tangible societal impact, as well 
as attractive financial returns. Provides the performance 
details of 12 private impact investment portfolios and a 
range of impact investment products across asset class-
es. It summarizes the track record of microfinance and 
the results of recent performance studies. 

5. Helping advisers embrace the approach: A chapter 
aimed specifically at wealth advisers provides argu-
ments in favor of becoming informed about impact in-
vesting, dispels common myths, summarizes various 
engagement approaches, and describes integration of 
impact investments into traditional portfolios.

6. Tailored style/structure: The Guide is developed in 
such a way as to benefit readers with different levels 
of experience in (impact) investing: it is written in non-
technical language, beautifully designed, includes rich 
visuals and infographics, and its content is structured in 
several tiers for easy navigation, allowing it to be a help-
ful companion along the impact investment journey. 

for more information and contact
www.guidetoimpactinvesting.net

                           
Dr. Julia Balandina Jaquier, CFA is a seasoned impact investor and a trusted adviser to some of the largest 

European families, international banks, and the Swiss and UK Governments. She started her career in 1993 
at McKinsey, and subsequently held senior positions at ABB Financial Services and AIG, where she man-
aged the European direct private equity business. For the last 12 years Julia focused on impact investment. 
In 2005, she pioneered one of the first institutional impact investment funds and led it until 2010. She 

subsequently founded an independent consultancy, and helped develop and implement a broad range of 
mission-driven investment programs and funds. Julia is a member of several Boards and Investment Commit-

tees, including at SIFEM (Swiss DFI) and Unilever, and is an adjunct professor at St. Gallen University.

ABOUT THE AUTHOR

KEY FEATURES OF THE GUIDE
The Guide is a unique, practice-oriented educational manual, ca-
pable of helping wealth holders and their advisers not only to un-
derstand impact investing, but also to become engaged in this field 
in a meaningful way and to navigate its complexities with success. 
The Guide differs from the reports and books on impact investing 
currently on the market, in the following ways:

1. Market insights: Provides comprehensive overview of the way 
HNW families, their foundations, FOs, and family businesses en-
gage in impact investing. 

2. Actionable knowledge: Contains step-by-step guidance on the de-
velopment and implementation of an impact investment program. 
Incorporates practical tips from 167 private and 20 institutional 
impact investors and a broad range of practical tools and resources.
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B AREAS OF INTEREST

Go to Part I (introduction) and Part II (peer strategies). Part I offers a general overview of 
impact investing, explaining its key criteria and scope, and making a case for why generating 
both impact and financial returns is possible. Part II explains the common motivations and 
strategies of wealthy families, with separate sections devoted to family offices and HNWIs, 
family foundations, and family businesses.

Go to Part III (program design and implementation). It will walk you through the process 
of strategic development, starting with getting your family on board, then developing a 
vision, designing a program, deciding on the implementation approach and forming a team, 
up to developing a pragmatic investment process, including impact assessment.

Read 45 case studies of private asset holders who are active in impact investing, describ-
ing their personal journeys and providing practical details of their strategies and lessons 
learned. The index of case studies and their classification can be found on pp.10–11. They are 
focused on the topics/issues discussed in the section of the Guide where they are placed. 

Read the section Performance of Impact Investments of Tools & Resources (pp.92–113). 
It provides a range of data points, including the composition and track record of 12 impact 
investment portfolios of HNWIs profiled in the Guide, summaries of recent performance 
studies, and 17 examples of investment products across asset classes, detailing their im-
pact and financial returns.

Go to Part IV (impact investment in practice), which explains the particularities of selecting 
and managing impact investments, describing best practices and providing practical tips. Sep-
arate chapters address the venture and fund investment processes; summarize 10 common 
mistakes and offer mitigation suggestions; and, finally, this Part discusses the specificities of 
impact investing in emerging markets.

Go to the section What Advisers Should Know of Tools & Resources (pp.132–147). This 
section provides arguments in favor of becoming knowledgeable about/getting involved in im-
pact investing. It also describes the various approaches wealth managers can take, provides 
tips on overcoming common challenges, and describes the process of integration of impact 
investing into traditional portfolios.

Want to gain a better understanding of 
what impact investing is, as well as why 
and how other wealth holders approach it?

Have you been struggling to convince 
your family and/or had difficulty decid-
ing how to shape your strategy and 
structure your activities? 

Want to read your peers’ personal ac-
counts of their involvement in impact 
investing?

Need evidence that impact investing 
can be successful in achieving both 
financial and impact objectives?

Ready to start or continue investing 
for impact and want to avoid some 
common pitfalls?

The goal of the Guide is to give you a simple way to find what you need to start, and be successful, in impact investing. It is not nec-
essary to read this Guide from cover to cover to benefit from its content. Simply focus on the areas of greatest interest to you at the 
present time, taking into account your level of knowledge and experience in investing in general and impact investing in particular. 
Once you advance in your impact investing journey and your needs change, other parts of the Guide may become relevant to you.

A LEVEL OF EXPERIENCE AND DESIRED DEPTH OF KNOWLEDGE

As this Guide attempts to help a broad range of readers, the challenge was to structure information in a way that would allow both 
beginners and experienced investors to benefit from it. To achieve that, the content of the Guide was separated into three main parts, 
based on the types of information and level of complexity: core content, advanced/specific info, and basic investment concepts.

Core content: The core information on impact investing is provided in Parts I through IV, which follow the logical progression of an 
impact investment journey: Part I helps you understand what impact investing is; Part II describes how other wealth holders have 
used this approach; Part III focuses on strategic preparatory work preceding engagement in impact investing; and, finally, Part IV dis- 
cusses the practicalities of building an impact investment portfolio. Each of the Parts is color-coded to facilitate navigation between 
them. Key messages are bolded for those who want to revisit the chapters or quickly glance through them.

Advanced/Additional info: If you are seeking a better understanding of impact investing or are in need of practical help in struc-
turing and implementing your program, the Tools & Resources section will provide a wealth of additional information, practical 
tools, examples, and resources. It also contains a special sub-section for financial advisers. The Tools & Resources section is 
located between Parts II and III; the pages are smaller in width than the rest of the book, allowing you to find it quickly or skip this 
section when reading the core parts of the Guide. 

Basic investment concepts: The core parts of the Guide assume basic understanding of the traditional investment process, and 
focus on explaining the particularities of impact investing. If you are new to investing (specifically to venture investing or investing 
in private equity or debt funds), notice that the core parts of the Guide, and especially Part IV, will refer you to the Appendices 
when discussing a particular topic. The Appendices, located at the end of the Guide, provide a basic explanation of key investment 
concepts and terms, demystifying the traditional investment process and helping you avoid being overwhelmed. 

HOW TO NAVIGATE THE GUIDE

Want to help your adviser get in-
volved in impact investing? Or are 
you an adviser yourself?
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Extract from Catalyzing Wealth for Change: Guide to Impact Investing, © J. Balandina Jaquier, 2016
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PART I

an introduction to                     
impact investing

Understanding impact investing can seem a more diffcult task than it really is. Someone new to the topic 

may be overwhelmed by overlapping concepts, from sustainable and responsible investing (SRI)  and the 

triple bottom line , to venture philanthropy , and corporate social responsibility (CSR) . This frst Part of the 

Guide consists of two chapters and aims to provide a brief, but comprehensive, overview of impact invest- 

ing, demystifying this approach. Chapter 1 will clarify terminology and explain impact investing based on 

its key elements and scope. Chapter 2 will discuss why addressing societal challenges through business 

and investment  can work. 

understanding 

what it is

Extract from Catalyzing Wealth for Change: Guide to Impact Investing, © J. Balandina Jaquier, 2016
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IMPACT MEASUREMENT

Social/environmental
performance is measurable  

and measured

INTENTIONALITY

Investments are motivated by 
the intention to create a social or 

environmental good

FINANCIAL RETURN

Return ranges from return of  
capital up to market returns

«Impact investments are in-
vestments made in companies, 

organizations, and funds with the 
intention of generating social and 
environmental impact alongside a 

fnancial return.»

Whatever the exact definition, it is gen-
erally accepted that impact investment 
can produce two types of return simul-
taneously — social and financial (here 
and later in the Guide, the term ‘social’ 
will mean social and/or environmental). 
How is it possible to achieve two sets of 
returns? Impact investors provide capital 
to companies that use entrepreneurial 
mechanisms to address various global 
challenges. They may provide affordable educational loans for 
low-income students, irrigation systems that double the yields 
of smallholder farmers, or healthy, affordable school lunches 
that help fight obesity among children.  These enterprises de-
velop innovative business models around particular social or 
environmental issues, where business activity itself produc-
es the desired impact. Unlike a traditional business (targeting 
creation of only commercial value) or a traditional charity (pro-
ducing only social value), these enterprises are able to com-
bine creation of both types of value, and are, therefore, able 
to provide their investors with both social and financial returns. 
In this Guide, such organizations are called impact-generating 
or impact-driven enterprises, but they are also sometimes re-
ferred to as shared-value  businesses or social enterprises .

WHAT DOES IMPACT INVESTING COVER?
Impact investing covers a broad range of sectors, regions, types 
of company, and financial instruments. It may constitute a simple 
cash deposit in a community development bank  in the US; an 
equity stake in a social enterprise in the Philippines; or an invest-
ment in a fund that develops organic farms in New Zealand. The 
following sections of Chapter 1 will aim to give the reader an idea 
of the breadth of impact investing. 

WHAT ARE THE KEY CRITERIA? 
Given how much seems to be covered by 
this concept, you may be asking yourself: 
How can I easily recognize an impact in-
vestment opportunity? How different is 
it from my current investments? Does a 
private equity fund in an emerging mar-
ket count, or perhaps a pharma company 
stock, or a bond issued by a chartered 
school ? 

These are all good questions. We’ve already established that 
impact investing is an approach that pursues two objectives: 
social impact and financial return. While the type of impact and 
extent of return targeted by each individual impact investor 
varies, three criteria need to be in place for the term impact 
investment to apply: intentionality, measurable impact, and 
positive financial return.

A.  INTENTIONALITY
Investor intention to address a specific social challenge 
through investment is a defining characteristic of impact in-
vesting. This means that impact investors base their decision to 
invest in a company on its ability to deliver specific outcomes  
(see the box at the top of the next page for definition). These out-
comes are diverse — to increase access to education or affordable 
healthcare, to mitigate the effects of climate change, to reduce 
homelessness, or to provide quality employment for people with 
disabilities, for example. Whatever the impact  objectives in a par-
ticular instance may be, the target company’s perceived ability to 
achieve those objectives is a core criterion in the selection of im-
pact investments. The investee intention is an important, but 
not a necessary, condition. If an impact-neutral company has 
developed an effective solution to a particular social or environ-

chapter 1.    OVERVIEW OF IMPACT INVESTING

DEFINITION AND KEY CRITERIA
What Is Impact Investing?

1.1

Figure 1.1: Core Criteria of Impact Investing

Definitions of impact investing are numerous and evolving, which does not help someone new to the field to get a clear un-
derstanding of it. The following is one of the most commonly used definitions1: Impact investments are investments made in 

companies, organizations, and funds, with the intention of generating social and environmental impact, alongside a financial return.

Extract from Catalyzing Wealth for Change: Guide to Impact Investing, © J. Balandina Jaquier, 2016
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B. IMPACT MEASUREMENT
Impact investments are characterized not only by the intention 
to generate positive impact, but also by the commitment to 
measure, evaluate, and manage the investment’s impact 
performance. Impact assessment helps ensure transparency 
and provides assurance that the intended impact is indeed tak-
ing place. More importantly, it can facilitate the achievement 
of that impact by focusing the company on outcome targets 
and holding it accountable for reaching them. Impact measure-
ment can easily become complex and expensive, requiring in-
vestors to balance the depth of assessment against its cost 
and burden on the investee companies.

What is excluded? 
Investments that produce positive, but not measurable, 
impact do not make the cut. This excludes most screened 
SRI investments (see the box at the bottom of the page). Let’s 
take, for example, purchase of shares of a public company that, 
alongside traditional products, has developed a fortified baby 
milk powder, sales of which are likely to have a significant social 
impact. While investors can ‘feel’ that the impact is there, they 
won’t be able to quantify it and trace it to their investment, 
which is likely to go into a general pool of corporate capital. If, 
however, an investor buys a corporate green bond , this will qual-
ify. Why? Because the public company will use bond proceeds 
solely to fund measures that reduce its carbon footprint and will 
commit to measuring the environmental impact achieved. 

C. FINANCIAL RETURN
Impact investment is a financial instrument, not a grant — 
investors expect to get their initial investment (principal )  back. 
In addition to this return of capital, impact investors also target
some return on capital, or profit, which may range from zero (in 
the case of an interest-free loan) to a market return . 

What is excluded?
Grants are not considered impact investments, nor are exam-
ples of venture philanthropy that do not target at least a recove- 
ry of the invested capital.

OUTPUTS, OUTCOMES, AND IMPACTS

The ability of an investee company to produce impact is at the 
core of impact investing. The impact value chain is discussed 
on p.31, but it is useful to distinguish here between the three 
defining terms:

Outputs: The products and services delivered by the company 
(for example, number of solar lamps sold).

Outcomes: Changes/effects on individuals/environment result-
ing from outputs (for example, additional income/savings and in-
crease in exam pass rate resulting from the use of solar lamps).

Impact: The longer-term, deeper change resulting from out-
comes (for example, improvement in the quality of life of target 
populations as a result of additional savings or better education). 

mental challenge that the investor wishes to address (for exam- 
ple, an innovative education software start-up), investment in this 
company may be considered an impact investment, if it is driven 
by the investor‘s desire to support such a solution.

What is excluded? 
Investments or investors supporting impactful business-
es without specifically targeting impact are disquali-
fied from being called impact investors/investments. For 
instance, if an investor allocates capital to the same edu- 
cational start-up solely on the basis of its commercial potential, 
this does not constitute an impact investment. Why? Because 
the investment was not motivated by the desire to generate 
impact. Similarly, even if it provides employment opportunities, 
a commercial investment made in an emerging market fund 
does not qualify as an impact investment, unless the investor 
is actively aiming for job creation and selects this fund for its 
ability to deliver on this outcome. While not labeled as impact 
investments, the above two cases may, of course, generate 
significant impact.

Sustainable and Responsible Investing (SRI) is the practice of incorporating environmental,  social, and governance (ESG) factors 
when making investment decisions. Approaches include negative screening  (excluding harmful sectors, such as tobacco or arms 
manufacturing), shareholder activism , positive screening  (investing in sustainability leaders), and thematic investing (investing in such 
sectors as water, renewables, and energy efficiency).

Venture philanthropy applies venture-capital  tools to support social-sector organizations through grants and investments. 

Extract from Catalyzing Wealth for Change: Guide to Impact Investing, © J. Balandina Jaquier, 2016
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SUPPLY OF CAPITAL
Certain asset owners (impact investors) seek investment op-
portunities capable of delivering financial and (measurable) so-
cial returns. They invest either directly or through financial in-
termediaries. The oldest impact investors are the Development 
Finance Institutions (DFIs)  and multilateral banks , followed by 
the foundations and HNWIs. With the recent momentum gained 
by impact investing and its maturation, many other types of in-
vestors are becoming active in the space, including institutional, 
corporate, and retail  investors. 

DEMAND FOR CAPITAL
Various types of enterprise that address societal challenges 
through commercial activity (generate revenue) seek invest-
ment capital to fund their operations and are willing and able to 
repay this capital with a return (impact-generating enterprises). 

MARKET INFRASTRUCTURE 

Financial intermediaries channel asset-owner capital toward 
impact-generating enterprises. They include investment funds, 
banks, credit unions , and other financial institutions, as well as 
crowd-funding  platforms.

Service providers add value to impact investors, impact- 
generating enterprises, and financial intermediaries by ena-
bling investment transactions (for example, investment place-
ment, due diligence, rating, and/or legal services), or facilitat-
ing performance of investments through technical assistance , 
impact assessment, etc.

ENABLING ENVIRONMENT
Includes supportive regulation, development of standards and 
common metrics, networks and associations, as well as re-
search, education, and knowledge sharing. It helps the impact 
investment market to function efficiently and encourages the 
flow of capital into that market.

T   he impact investment ecosystem, like any financial market, is a combination of supply of capital, demand for capital, market infra-
structure, and enabling environment, as shown in Figure 1.2.

Figure 1.2: Impact Investment Ecosystem

ENABLING ENVIRONMENT

Supportive regulatory environment Common metrics Networks and associations Research and education

IMPACT INVESTORS
(seeking investment opportunities) 

IMPACT-GENERATING ENTERPRISES 
(seeking capital)

SERVICE PROVIDERS
(enabling investments/performance)

FINANCIAL INTERMEDIARIES
(channeling asset-owners’ capital)

PAMARKET  
INFRASTRUCTURE DEMAND FOR CAPITALSUPPLY OF CAPITAL

1.2 THE IMPACT INVESTMENT ECOSYSTEM
Who Are the Players?

Extract from Catalyzing Wealth for Change: Guide to Impact Investing, © J. Balandina Jaquier, 2016
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Impact First investments are made with the primary aim of 
generating social or environmental good. Such investments 
may, but will not necessarily, yield below-market returns or re-
quire higher risk tolerance.

See more information on the possible reasons for below-market 
returns of Impact First opportunities on p.36.

Finance First investments seek to deliver market returns, as 
well as measurable societal value. They tend to focus on areas 
where social or environmental needs provide a compelling 
business opportunity.

It is important to note that, while the type/amount of impact 
and the rate of financial return may differ between Impact 
First and Finance First investments, both sets of returns 
are targeted, monitored, and managed. Completely neglect-
ing one set of returns in favor of the other means that impact 
investing is not actually taking place. 

Impact investors also vary in terms of their primary motiva-
tions and constraints. Some are primarily driven to achieve the 
goal of making a difference or helping to resolve a pressing 
issue. These investors have the flexibility to accept below- 
market returns in order to reach their goal, although they do 
often achieve market returns. They are, therefore, able to focus 
on tougher issues, take a start-up risk, and use their capital 
to catalyze development of an innovative solution or to attract 
other investors by absorbing some of the investment risks.
 
Other investors, perhaps constrained by a fiduciary duty , may 
decide to focus on a subset of impact investment opportunities 

that is able to generate competitive returns. These investors 
typically substitute or complement traditional  investments 
with impact investments. They will naturally focus on less diffi-
cult issues or segments, more proven models, and later-stage 
or lower-risk opportunities. 

While institutional investors have strict policies that determine 
their investment priorities, private investors are more flexible 
in their approach and they may allocate capital to both sets of 
opportunities.

While the separation of investments into Impact First and 
Finance First may be useful in understanding the breadth of 
impact investment opportunities and the ability of different 
types of investor to find their niche, in reality, the line between 
the two is often blurred.

Firstly, the same transaction can be an Impact First opportunity 
for some investors, and a Finance First opportunity for others, 
as the funding may be split into various tranches, exhibiting 
different risk/return parameters. In these so-called layered 
structures  (see p.90 for further details), some investors are 
willing to accept lower returns/higher risk, in order to make 
the transaction attractive to more risk-averse investors by leav-
ing the higher-return/lower-risk tranches available to them and, 
therefore, catalyzing additional investment in impact-generat-
ing enterprises. 

The classification may also depend on the perception of risk — 
an investor familiar with a particular industry, geography, or 
technology may perceive an opportunity as less or more risky 
than someone who does not possess this experience. 

Impact investment opportunities vary in their risk characteristics, return expectations, and impact objectives. To simplify, they can 
be divided into two groups: Impact First and Finance First investments. 

Figure 1.3: Impact First and Finance First Investments

FINANCE FIRST INVESTMENT IMPACT FIRST INVESTMENT

Financial objectives Targets market returns. Often, but not always, targets below-market returns or accepts 
higher financial risk.

Impact objectives Targets generation of tangible impact. Focuses on less challenging 
issues and lower-risk models.

Impact is a primary driver. Often focuses on tougher issues and/or 
pilots new models.

Examples of investors Foundations (endowment ), individual philanthropists, FOs, DFIs. Foundations (programs ), individual philanthropists, FOs, DFIs.

1.3 SEGMENTATION OF IMPACT INVESTMENTS
How Do Return and Impact Objectives Interact? 

Extract from Catalyzing Wealth for Change: Guide to Impact Investing, © J. Balandina Jaquier, 2016
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1.4 DIFFERENCES FROM SRI AND VENTURE PHILANTHROPY
How to Distinguish between Investment Approaches

THE NEW INVESTMENT CONTINUUM
One can speak of a new investment continuum, which links tra-
ditional investing with traditional philanthropy (grants) through 
 a number of investment approaches that, to varying degrees, 
integrate societal and financial considerations. Various inves-
tors and philanthropic asset owners may operate at different 
parts of the continuum, or use all the approaches in order to 
maximize the social utility of their overall assets, while staying 
within sight of their target risk tolerances and return aspira-
tions (see Figure 1.4.1).

HOW TO DISTINGUISH BETWEEN THE APPROACHES 
There is still a lot of confusion between the various investment 
approaches and strategies. For instance, is impact investing 
the same as SRI, a subsection of it, or a distinct approach? 
How does it relate to (venture) philanthropy? In brief, while cer-
tainly impactful, SRI and venture philanthropy differ significant-
ly from impact investing. To make it a bit clearer, one can map 
the financial and social objectives of each of the strategies, as 
shown in Figure 1.4.2. As can be seen from that figure, the 
following are the differentiating parameters:

PA

Traditionally divided, the fields of investment and philanthropy have come closer together over the past few decades, as the 
available tools for achieving financial and social returns have evolved. 

Source: Adapted from Bridges Ventures.

market return

ESG risk management

proactive, measurable impact

below-market return loss of capital

Figure 1.4.1: Investment Continuum
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 � SRI focuses primarily on ‘doing no harm,’ mostly through 
screening and engagement. These investments allow the in-
vestor a degree of peace-of-mind, knowing that their portfolio 
is not producing significant negative impact and/or that the in-
vestees are managing well the risks and opportunities related 
to ESG issues. Impact investors move beyond SRI and target 
the creation of specific tangible impact, and try, proactive-
ly, to solve a particular (set of) problem(s), which is core to 
their strategy. Impact investments allow you to catalyze solu-
tions to societal challenges and use capital as a ‘force for good.’

 � As an impact investor, you will pursue specific outcomes, 
and will measure and evaluate them, once they occur. With 
SRI, it is typically not possible to quantify the impact 
achieved by the investor.

 � While some impact investments target below-market re-
turns, SRI focuses on profit maximization. 

 � Impact investing overlaps with venture philanthropy in its active 
pursuit of impact, but does exclude those forms of venture 
philanthropy where return of principal is not targeted. 

 � Impact investing, while having obvious philanthropic aspira-
tions, does differ from grant-based philanthropy and CSR, 
as it targets positive financial return. Impact measurement 
is another feature that distinguishes impact investment from 
traditional grants, although, even in philanthropy, one can no-
tice a shift toward greater accountability.

WHY SUCH CONFUSION? 
Those new to the field find it confusing that even the experts 
and investment intermediaries sometimes either stretch the 
term impact investing (to include SRI or grants), or tweak the 
definition to fit their strategy, claiming that impact investing 
always targets market or above-market returns, or that only 
if you are willing to accept below-market returns can you call 
yourself an impact investor. One possible explanation for this 
is that they are concerned that, without calling their strategy 
impact investing, it will not be perceived as impactful. On the 
contrary, SRI and venture and traditional philanthropy are 
all impactful approaches, which form part of the expanded 
toolbox of modern investors and philanthropists seeking 
to optimize the impact of their capital. 

Figure 1.4.2: Impact Investing and Related Terms
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1.5 INVESTMENT INSTRUMENTS
Is Impact Investing an Approach or an Asset Class?

CASH
Investors often do not associate the cash held in bank accounts 
with impact investing. But, whether you have a two-year certifi-
cate of deposit , or a current account, the bank is investing your 
money. The simplest form of impact investment is moving part 
of your cash to a community bank, credit union, or ‘sustainable’ 
bank. In these institutions, your money will be used to provide 
funding for social enterprises, responsible consumer lending, 
affordable housing, or sustainable agriculture.  

FIXED INCOME
There are many opportunities in this space. These include green 
bonds issued by governments, corporations, or multilateral 
banks ; bonds issued by social enterprises or charities; as well 
as investments in microfinance  or social enterprise loan/bond 
funds. Loans to impact-generating private businesses could also 
be included in this category.

PUBLIC EQUITY
There are few listed social enterprises, but thematic listed strat-
egies start to track the impact of the portfolio. There is also a 
handful of listed Microfinance Institutions (MFIs)  and communi-
ty development banks. Further, the Social Stock Exchange in the 
UK has listed some public companies on its platform that meet 
its criteria for ‘social-impact business.’ 

HYBRID INVESTMENTS
The hybrid/absolute-return space has received a lot of attention 
recently, with the emergence of social impact bonds (SIBs)  
and development impact bonds (DIBs) , which span different 
sectors and geographies. Other examples are vaccination faci- 

lities and hybrid debt/equity microfinance, Small and Medium- 
Sized Enterprises (SMEs) , and agriculture funds.    

PRIVATE EQUITY
Private equity is the most active asset class, with ample oppor-
tunities to invest, both directly and through investment funds, 
which operate in various regions and target a broad range of 
impact themes.  

REAL ASSETS
A diverse set of opportunities in real estate, including afforda-
ble housing, green real estate, and social-purpose real estate , 
provides impact investors with exposure to this asset class. A 
growing range of investment opportunities is also available in 
forestry and land, which includes sustainable management, land 
remediation, and conservation features. 

See pp.88 and 89 for examples of investment opportunities across 
asset classes, regions and themes, and p.91 for an explanation of SIBs.

PA

W hile, originally, some investors argued that impact investing should be regarded as an emerging asset class , there is a 
growing consensus in the market that it is better described as an investment approach that spans various asset classes. 

Indeed, impact investors have at their disposal a broad range of investment instruments, each of which has different implications 
for the investee company, different return expectations, and a different level of risk. 

WHY CLASSIFICATION MATTERS
A typical way of managing a financial portfolio is by splitting it into 
several asset classes (types of investment), in order to diversify  
risk. This process, called a Strategic Asset Allocation  (SAA), is 
the backbone of modern portfolio management. If you consider 
impact investing as a specific asset class, you will only be able to 
allocate a small portion of your portfolio to it, in order to preserve 
the target diversification. If, however, you can regard impact 
investment as an approach that can be practiced across asset 
classes, you can achieve significantly higher overall allocation to 
impact-generating investments, while still remaining diversified 
based on your target SAA. 

Figure 1.5: Impact Opportunities across Asset Classes

 CASH FIXED INCOME PUBLIC EQUITY HYBRID PRIVATE EQUITY REAL ASSETS

Certificate of deposit in a 
credit union or a commu-
nity development bank

Debt microfinance fund; 
green or charity bond; 
social enterprise bond or 
debt fund

Shares of a listed micro- 
finance bank, charter 
school, or social enter-
prise; thematic strategies

Renewable energy proj-
ect; social impact bond; 
debt/equity agriculture, or 
microfinance fund

Equity in impact-genera- 
ting enterprises (direct or 
via fund) 

Affordable housing; social- 
purpose real estate; land 
conservation, organic far- 
ming (direct or via fund)

$ $ $
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1.6 INVESTING DIRECTLY OR VIA INTERMEDIARIES
Do I Need to Manage My Impact Investments Actively? 

WHAT ARE THE OPTIONS? 

Direct investing: Allocating capital in the form of debt, equity, 
loan guarantees , etc., directly to impact-generating enterprises, 
for example, a company that sells drip irrigation to farmers or man-
ages a chain of affordable hospitals  (option 1 on Figure 1.6). There 
is an abundance of direct investment opportunities available in the 
market, but they require careful analysis and structuring.
 
Investing in a fund (option 2 on Figure 1.6) that will make a 
number of direct investments in impact-generating enterprises, 
according to its investment strategy (see Appendix 4 (section 4.1) 
for an explanation of how a typical fund works). A broad range of 
impact investment funds currently operates in the market across 
multiple impact themes and geographies (see www.impactbase.
org for a listing of over 380 impact funds).

Investing in a fund of funds (FoF) , another form of intermediary 
(option 3 in Figure 1.6). An FoF will invest in a number of funds, 
which, in turn, will make direct investments, ultimately providing 
you with indirect exposure to over 100 businesses. There are only 
a few impact FoFs currently available in the market.

Distinct mandate: Giving a specific mandate to an asset mana- 
gement company, which may invest both directly and through 
intermediaries on your behalf. 

HOW DO INVESTORS CHOOSE?
The investor’s choice to invest directly or through an intermedi-
ary will depend on a number of factors, including:

Resources and skills: Direct impact investing requires specific 
experience, proximity to the investees, and, often, a hands-on
approach during the holding period, which is time and resource- 
intensive. Fund investing provides an opportunity for signif-
icant impact without the requirement of active investment 
monitoring.  

Target impact: Investing via intermediaries results in limited con-
trol over which specific investments are being made. Direct in- 
vestments allow a more precise match between the impact objec- 
tives of investors and the outcomes targeted by the investees, as 
well as an opportunity to influence/add value to investees. 

Diversification  and cost structure: A fund or FoF investment 
increases portfolio diversification, and, therefore, reduces 
overall risk. However, investors will need to pay fees, which 
reduces net  return. In direct investing, investors will not need 
to pay fees, but the cost of internal resources will be higher 
and diversification lower.

See Appendix 2 for a comparison between investing directly and 
via intermediaries.

PA

Impact investors can choose the degree to which they are involved in selecting and managing the investments. As with tradi-
tional investments, impact investors can place the capital either directly or via financial intermediaries (see Figure 1.6 

for description of the mechanics of investment).

Figure 1.6: Investing Directly or via Intermediaries

FUND OF FUNDS IMPACT-GENERATING ENTERPRISE

1

3

INVESTOR/ASSET OWNER INVESTMENT FUND

2
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1.7 REGIONAL FOCUS
Where Can I Invest? 

I mpact investors often focus their activities on specific regions or countries. Investing for impact can be practiced in both 
developing and developed countries, as both categories are facing social and environmental challenges that could be effec-

tively addressed by market-driven approaches. As Figure 1.7 shows, a number of regional hubs have emerged across the world, 
forming a vibrant global impact investment ecosystem. 

Figure 1.7: Impact Investment Actors around the World (examples) UK

Africa

Germany, 
Switzerland

Colombia, 
Mexico, Brazil

US
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Australia

Singapore, 
Hong Kong

The investors’ decision to narrow their regional focus may be 
driven by their affinity with a specific geographic area, and by 
the desire for a focused approach in order to develop local ex-
pertise, networks, and resources. A particular geographic fo-

cus may also be linked to the investors’ impact objectives (for 
example, preservation of the Amazon rainforest), or to a set 
of available investment opportunities or available resources in 
specific countries.

Asset owners originating in the developing world tend 
to focus on their home countries, while private investors 
from the developed world have varying approaches — 
some invest only locally, many target developing markets, or 
have separate allocations for domestic and international im-
pact investments. Given the greater complexity of investing in 
emerging markets, such North-South investments require local 
knowledge and presence, and, therefore, are often undertaken 
through locally based intermediaries or partners. 

While impact investments in emerging markets are still 
dominated by Western capital, the situation is beginning to 
change as the concept of impact investment gains momen-
tum among local wealth holders, who are devising success-
ful strategies of incorporating impact objectives into their family 
businesses, investments, and foundations.

India

Netherlands

Extract from Catalyzing Wealth for Change: Guide to Impact Investing, © J. Balandina Jaquier, 2016
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1.8 SECTORS AND IMPACT THEMES
Which Issues Do Impact Investments Focus on?

PA

DETERMINING SECTORAL FOCUS
The choice of sectors or themes is at the heart of impact 
investment strategy, as it is closely linked to the type of 
impact an investor targets. Some impact investors decide 
to focus on one or a few sectors, concentrating their energy 
and resources. An advantage in maintaining a sector-specific 
focus is that the investor will quickly gain specialist knowledge 
of that area; which is an important success factor in impact 
investing. Others opt for a much broader strategy, driven, per-
haps, by the narrow set of investable opportunities. 

The choice of sectors often relates to personal preferences and 
the individual circumstances of a particular investor, including 
the importance they accord to certain societal issues; their sec-
toral experience; the relevance of sectors to the organization’s 
core activities; and availability of financially sustainable solutions. 

IMPACT  THEME APPROACH
As the sector choice in impact investing is linked to the soci-
etal challenge that a particular investor wants/will be able to 
address, one often speaks about an impact theme, rather than 
simply the sector (see Figure 1.8).

This focus on achieving a specific impact is what differen-
tiates impact investors from purely sector-specific inves-
tors. Take, for example, healthcare. A sector-focused investor 

will search for investment opportunities that provide the best 
risk-reward balance. An impact investor will first establish his 
or her impact objectives, which may include, for instance, in-
creasing access to affordable healthcare for poor populations, 
or eradication of tropical diseases that disproportionally affect 
the poor world (and are, therefore, less attractive to the com-
mercial pharma companies). Once these objectives have been 
determined, the impact investor will seek to identify subsec-
tors within the healthcare market that are likely to meet those 
objectives, such as affordable, permanent health clinics, mo-
bile healthcare kiosks, health insurance for the poor, or devel-
opment of vaccines for malaria or tuberculosis. 

Investor impact objectives may also mean that the in-
vestor will be sector-agnostic. For instance, you may target 
raising the level of education of the low-income populations 
in Africa as a strategy for poverty alleviation. You may decide 
to support a chain of affordable private schools or innovative, 
affordable educational technology (education sector). Alterna-
tively, you may decide to invest in the solar electrification of off-
grid villages (energy sector), which has proven to result in an 
improvement in the school exam pass rate by providing better- 
quality and cheaper lighting. You may also identify that a lack 
of proper sanitation affects educational outcomes, as children 
often miss school due to sanitation-related illnesses, such as 
diarrhea. You may subsequently decide to invest in a franchise 
of affordable sanitation facilities (water and sanitation sector). 

Figure 1.8: Impact Themes and Outcomes 

AGRICULTURE

Environmentally and 
socially sustainable agri 
production and food 
system.

EDUCATION

High-quality education 
and equal opportunities 
for all students.

FINANCIAL SERVICES

Financial inclusion for 
marginalized individuals 
and industries, and 
small/micro-enterprises.

ENERGY

Expanded access to 
clean energy technolo- 
gies; reduction of car- 
bon emissions; climate- 
change mitigation.

WATER/SANITATION

Access to safe, drinkable 
water and sanitation, 
especially for poor/
vulnerable populations; 
water conservation.

HEALTH

Expanded access to 
basic, low-cost preven- 
tive and treatment ser-
vices, especially for 
poor/rural populations.

ENVIRONMENT

Conservation of natural 
resources; reduction of 
threats to biodiversity; 
pollution reduction.

HOUSING/COMMUNITY

Access to high-quality, 
affordable housing, sus-
tainable and accessible 
community facilities.

I mpact investing covers a broad range of sectors and industries, including healthcare and education, financial services and clean 
energy, community development, clean water, land conservation, sustainable forestry and agriculture, transportation, social 

media, and housing.

Source: Adapted from IRIS.
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1.9 CATEGORIZING INVESTEE COMPANIES
Whom Do Impact Investors Target?

Impact-seeking businesses are commercial enterprises that 
focus on delivery of positive impact as a significant part of their 
activities, but do not reflect such impact objectives in their gov-
erning documents or legal structures. For example, Mahindra 
Group (India) has developed a number of shared-value busi-
nesses in the areas of affordable health insurance, access to 
energy, and affordable housing. 

For-profit social businesses are mission-driven, for-profit en-
terprises. Their long-term commitment to impact is stated in 
their governance documents (called mission lock) or embed-
ded in their business model. Specific impact objectives are 
part of their strategy and they report on their performance in 
terms of meeting these objectives. This type of business is 
also known as a profit with purpose business. For example, 
Bridge International Academies (Kenya) is a for-profit business 
that uses technology to provide high-quality private education 
in the slums of Kenya at below US$6 per month. It has raised 
several rounds of equity funding from impact-driven and com-
mercial investors.

Social enterprises are created for the purpose of addressing 
a particular societal challenge. These organizations intention-
ally target specific outcomes and report on their progress. 
They may use new legal forms, which reflect the dual objec-
tive of such enterprises, such as benefit corporation  orCom-
munity Interest Company (CIC) . Unlike impact-seeking and 
social businesses, social enterprises often have a restriction 
on the distribution of profits and use of assets (asset lock ), 
making it difficult/impossible to issue equity. For example, 
Fair Finance (UK) is a CIC, which provides affordable loans 
and financial advice to disadvantaged populations in London. 

Being asset-locked, it has issued debt in order to finance the 
expansion of its business.

Impact-neutral commercial companies may also be funded by 
impact investors. As mentioned in section 1.1, the intentionality 
of the investee is a desirable, but not a necessary criterion in 
impact investing, if an impact investor can be relatively certain 
that the impact that he/she is targeting is likely to be generated 
even without mission-alignment on the part of the investee. For 
example, a South African private foundation provided a bridge 
loan  to a local real-estate developer to enable it to implement 
an affordable-housing project. Upon commissioning, the loan 
was repaid out of the subsidy received from the government.

Impact investors invest in a broad range of impact-generating organizations (investees), but tend to focus on impact-driven en-
terprises – companies that pursue impact objectives as part of their strategy and are realizing these objectives through 

commercial activity. Such enterprises fall into three major categories: impact-seeking businesses, for-profit social businesses, 
and social enterprises. Figure 1.9.1 shows the type of companies that receive impact investment capital, and Figure 1.9.2 sum-
marizes the key features of impact-driven enterprises. 

Figure 1.9.1: Target Companies of Impact Investors

Figure 1.9.2: Key Features of Impact-Driven Enterprises

COMMERCIAL
BUSINESS

SOCIALLY
RESPONSIBLE

BUSINESS
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TRADITIONAL
CHARITY

IMPACT-DRIVEN ENTERPRISES
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SOCIAL BUSINESS

SOCIAL 
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Primary goal
Economic value; 
social value part 

of the model

Social value; 
economic value 
key to mission

Social value; 
economic value 
means to an end

Commercial 
activity x x x

Mission lock x x

Asset lock x

Investment 
options No restrictions No restrictions Equity often 

restricted
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1.10 MARKET SIZE AND POTENTIAL
How Big Is the Market?

PA

Figure 1.10.1: Annual Impact Investment Volume  
(survey-based)

Source:  J.P. Morgan, GIIN (2015).
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MARKET SIZE
The current size of the global market of impact investing is 
difficult to estimate, due to the lack of comprehensive analysis 
and differing views as to what is includ-
ed in impact investing. Below are some 
indications:

 � The Global Sustainable Investment Al-
liance estimated the 2014 global mar-
ket for impact investing, defined as 
the amount of combined assets under 
management (AUM), at US$109bn, up 
26% from US$86bn in 20122.

 � J.P. Morgan and the Global Impact Investing Network (GIIN) 
have been surveying a subset of the market for the past five 
years. Their 2015 report analyzed the portfolios of 146 impact 
investors, who collectively managed US$60bn. These organ-
izations invested US$10.6bn in 2014 and planned to increase 
investments by 16%, to US$12.2bn, in 2015 (see Figures 
1.10.1 and 1.10.2)3. 

 � Another useful data reference point is the market size of vari-
ous segments: the size of the microfinance market, for exam-
ple is estimated at US$60bn−US$100bn4; the global organic 
food market, US$72bn5; and US-based community develop-
ment finance, US$64.3bn6.

MARKET POTENTIAL
The impact investment market is still relatively young, but it 
is growing and developing rapidly. Impact investing is gaining 

momentum across the global economy, 
which can be seen in multiple govern-
mental, private sector, and civil society in-
itiatives  aimed at developing the impact 
investment market. 

While these developments support the 
expectation of continuous growth in 
terms of volume of investments made, 
the actual pace of capital deployment is 
difficult to predict. Some estimates are 

presented below:

 � Monitor Institute and GIIN forecasted that the impact in-
vestment market would see tenfold growth, from US$50bn 
in 2009 to US$500bn by 2020, placing impact investing at 
roughly 1% of all globally managed assets7. 

 � A GIIN/J.P. Morgan survey projected that impact investment 
would compose 5% of institutional and 10% of HNWI port-
folios by 20218. 

 � The Calvert Foundation estimated that the market could 
reach US$650bn9.

The above projections seem to be optimistic, given the current 
market size of US$60−US$109bn. The estimate for the de-
mand for investments may provide a more useful data set than 
the projections of the volume of investments. For example, the 
need for investment capital in companies serving the Base of 
the Pyramid (BoP)  markets in five key areas (housing, water 
delivery, maternal health, primary education, and financial ser-
vices) was projected at US$400bn−US$1trn10. US$1.3trn is re-
quired to halve the current emissions from the energy sector11.

Figure 1.10.2 on the next page provides a current market snap-
shot derived from the survey conducted in 2015 by J.P. Morgan 
and GIIN.

value of impact investments 
made in 2014

global impact investment
market in 2014

US$10.6bn

US$109bn 
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Source: J.P. Morgan, GIIN, Eyes on the Horizon: The Impact Investor Survey, 2015. Data set: survey of 146 impact investors, of which 
43% are asset owners and 57% are asset managers.

Figure 1.10.2: Summary of the J.P. Morgan/GIIN Impact Investor Survey (2015)
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1.11 KEY BUSINESS MODELS AND BENEFICIARIES
How Is Impact Created?

WHO ARE THE KEY BENEFICIARIES? 
Impact investors direct their capital toward enterprises that 
serve a wide range of target populations/beneficiaries. Exam-
ples would be people at the BoP, the poor, underserved  com-
munities, women, people living in rural areas, students, etc. 

HOW ARE THEY SERVED? 

Products and services: An enterprise can provide products and 
services that will have a positive influence on the target group. 
For example, Sanergy (Kenya) provides sanitation facilities 
in the slums of Kenya; Valid Nutrition (Ireland) provides ready-
to-use, fortified pastes specifically designed for the treatment 
of malnutrition in poor countries.

Integration into value chain: Improving the livelihoods of the 
members of its target group by including them in the supply 
chain or using them as distributors. For example, Rugs2Riches 
(Philippines) sells high-end home accessories made by poor 
Filipino artisans, providing them with access to market, higher 
margins through up-skilling, and financial-literacy training. 

Integration into the workforce: Providing employment oppor-
tunities to target populations and, if necessary, adapting the 
workspace to accommodate their specific needs. For example, 
Auticon (Germany) exclusively hires people with Asperger’s 
Syndrome (a mild form of autism that can impair social inter-
action) as software testers, providing them with employment 
and facilitating their social integration. 

Ownership structure: Including particularly disadvantaged 
groups in the ownership structure of a company, in order to pro-
vide them with financial benefits, as well as empowerment . For 
example, Divine Chocolate (UK) is a premium chocolate brand, 
44% of which is owned by the farmer cooperative in Ghana, 
which supplies organic and fair-trade cocoa. The ownership pro-
vides poor farmers with additional income opportunities (divi-
dends), as well as significant pride12. 

WHAT IS THE VALUE PROVIDED TO THEM? 
An enterprise can deliver value to end-beneficiaries primarily 
by providing them with one, or a combination of, the following:  

Access: Providing access to basic products, services, and jobs 
to previously excluded populations. For example, OMC Power 
solar-electrifies off-grid rural villages in India; Social Imprints pro-
vides career opportunities for recovering addicts, ex-offenders, 
and veterans in the US. 

Affordability: Providing products and services at a price that 
makes them affordable to low-income populations. For exam-
ple, FINAE provides affordable educational loans to students  
from low-income families in Mexico.

Quality: Providing higher-quality and/or healthier substitutes 
for currently available products and services. For example, 
Revolution Foods provides healthy, nutritious lunches in prima-
ry schools in the US.

PA

Figure 1.11: Business Model of Impact-Driven Enterprises

I mpact investors typically consider the demographics they are targeting as the key beneficiaries for their investment, and 
choose business models that are suitable to address the societal issues they are focusing on. 

BUSINESS MODEL

Products and Services Value Chain Workforce Ownership

Role of target population Customers Suppliers and distributors Employees Shareholders

Benefit to target population Basic needs, income, pro-
ductivity

Income, predictability, pro-
ductivity Income, empowerment Income, empowerment

Examples

Affordable private schools and 
health insurance for low-inco- 
me families; solar-power sys-
tems for off-grid populations; 
affordable housing for home-

less people

Aggregation of smallholder far- 
mers in supply networks or 

cooperatives; development of 
 community-based female dis- 

tribution networks for solar 
products

Providing education and em- 
ployment for low-income wo-
men, people with disabilities, 

vulnerable youth

Cooperatives and community- 
based ownership structures
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1.12 THE BASICS OF IMPACT ASSESSMENT
How Is Impact Measured?

HOW IS SOCIAL PERFORMANCE MEASURED? 
Impact evaluation starts with the development of an invest-
ment strategy and continues through the selection, analysis, 
and management of investees. Impact is typically evaluated 
along the impact-value chain (see Figure 1.12). 

The process starts with the inputs, including human, techno- 
logical, and financial. The activities are the essential processes 
undertaken by the organization – hiring and training the staff, pro-
curement, manufacturing, distribution, and marketing. Through 
these activities, the inputs are transformed into outputs – 
typically, products and services (for example, the number of 
students enrolled in low-cost private schools, bed nets sold, or 
units of affordable housing constructed). These are immediate, 
measurable results. Outcomes are the positive effects, bene-
fits, or changes that take place over time, as a result of the 
company’s outputs (increased access to education, a reduction 
in the incidence of malaria, or a fall in homelessness). Impact is 
the longer-term, deeper change resulting from outcomes, such 
as livelihood improvement or poverty alleviation. 

Outputs are easily measurable, but they do not automati-
cally guarantee the delivery of the intended social value, as 
the product/solution may not be used properly or may be inef-
fective (for example, mosquito bed nets are often misused, as 
fishing nets or wedding veils, or they can simply be ineffective 
in stopping malaria). Therefore, the assessment of outcomes 
is of key importance.

I mpact investors are driven by their desire to achieve specific outcomes. Effective impact evaluation helps measure the 
performance of investees and to hold them accountable to beneficiaries and investors. It also allows both investors and 

investees to learn what works and what doesn’t, helping them adjust their strategies accordingly, facilitating the achieve-
ment of impact. From a broader perspective, impact assessment provides evidence of the social performance of investees 
and further legitimizes impact investment as an approach.

Figure 1.12: The Impact Value Chain 

INPUTS ACTIVITIES OUTPUTS OUTCOMES IMPACT

Resources that are put 
into the venture

The venture‘s primary 
activities, tasks, and actions

Tangible, immediate results 
 (products, services) 

of activities

Changes/effects on 
individuals/environment 
resulting from outputs

Longer-term positive
changes resulting 

from the outcomes

CURRENT CHALLENGES
Impact evaluation is still a young and evolving field and measur-
ing the social performance of investees can be a daunting task. 
Impact investors have been struggling to develop pragmatic 
and cost-effective ways of measuring outcomes and impacts. 
The process typically requires significant effort to collect mas-
sive amounts of data, and to find evidence that allows inves-
tors to attribute the outcomes back to the activities. Another 
reason is that, sometimes, it takes years for impacts to materi-
alize. Often, only by carrying out costly, multi-year, randomized 
controlled trials (RCTs)  can an accurate correlation between 
output and outcome/impact be determined. Assessing the so-
cial performance of an investment portfolio, diversified across 
sectors, asset classes, and regions is even more challenging 
than assessing that of a single investment. 

COMMON APPROACHES
There are, as yet, no universal standards for impact assess-
ment; hence, each investor determines the extent and focus 
of impact assessment for their particular investment or pro-
gram. As conducting RCT studies goes beyond the capabilities 
of most impact investors/investees, most measure a hand-
ful of key performance indicators (KPIs) on output and, 
where possible, outcome levels, and conduct bi-annual 
verification through surveys and case studies. A number of 
global impact measurement methodologies and frameworks 
have emerged over recent years, facilitating the task of impact 
assessment.

Extract from Catalyzing Wealth for Change: Guide to Impact Investing, © J. Balandina Jaquier, 2016
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2.1 GROWING INTEREST IN INVESTING WITH IMPACT 
What Drives Growth of the Impact Investment Market?

Interest in investing for impact is rising among private, public, and institutional investors, underpinned by the growing recog-
nition of the scale and urgency of global challenges, the critical role of private capital in addressing these issues, and 

a paradigm shift toward sustainable models that generate both business and societal value. Development of an enabling 
regulatory environment and an increasing base of evidence of the viability of impact investing trigger greater engagement.

Charitable donations and government spending are not 
enough:  As the scale of social and environmental challenges 
continues to grow, there is an increasing recognition that the 
existing set of resources allocated to addressing these issues 
is insufficient. For example, the volume of aid to developing 
countries by Western governments (called official develop-
ment assistance or ODA), represented only 0.26% of the glob-
al wealth of HNWIs in 201413. A modernization of the welfare 
state is underway in developed countries, which is driving the 
belt-tightening measures in the US, UK, and Europe14.  

Growing importance of a social conscience in business: 
Economic, social, and ethical trends are reshaping the busi-
ness environment. As the connection between engaging with 
pressing social and environmental issues and successful busi-
ness development becomes stronger, many corporates are 
starting to consider the development of shared value business-
es, which help address some of the above challenges, while 
driving profitable growth. According to UN Global Compact, 
93% of CEOs consider sustainability key to success and an 
engine for innovation and growth15. 

Growing interest from wealthy individuals in investing 
with impact: Over 60% of HNWIs consider driving social im-
pact as very/extremely important16, while 67% of millennials  
view their investment decisions as a way to express their so-
cial, political or environmental values17. A growing concentra-
tion of wealth in the hands of women, millennials, and younger 
entrepreneurs contributes to this trend, as multiple studies 
confirm that these groups exhibit a greater inclination to align 
their wealth with their values.

See p.132 for further data points on growing demand for impact 
investing from private wealth holders.

Pent-up demand from retail investors: While current oppor-
tunities to invest for impact available to retail investors are very 
limited, a multitude of surveys, as well as development of impact 
investment crowd-funding platforms, show that there is signi- 
ficant demand from this demographic for access to investment 
opportunities that actively generate positive impact. Further, 
Lifestyle of Health and Sustainability (LOHAS) consumers repre-
sent a US$546bn consumer market for sustainable products18.

Public sector support: Governments support/develop var-
ious initiatives that increase the flow of capital to impact- 
driven enterprises, providing an enabling environment for im-
pact investors. These include tax incentives, clarification of the 
fiduciary duty of trustees, reduced regulatory barriers, as well 
as the creation or support of new markets and instruments, 
such as environmental commodities and payment-by-results  
schemes, such as social impact bonds. 

Emerging track record of impact investing: Success stories 
demonstrating the solid social and financial performance of 
impact investments, as well as the ability of some types of 
impact investments to provide diversification benefits, support 
their inclusion in traditional investment portfolios. 

See section Performance of Impact Investments (from p.92 for 
further information.

Figure 2.1.1: Growing Demand for Impact Investing
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2.2 A COMPELLING MARKET OPPORTUNITY 
Why Financial Returns Are Possible

Investing in impact-generating enterprises not only provides a chance to make a positive contribution to society, but also rep-
resents a significant business opportunity. It is driven by key socio-economic trends, scarcity of natural resources, the 

vast commercial potential of the BoP and emerging middle-class segments of population, and the growth in innovative 
(technological) solutions, which allow cost-efficient delivery of goods and services to these populations. 

Demographic changes and pressure on natural resources: 
According to the United Nations19, the global population will 
reach 9bn by 2050, with most of the growth taking place in 
developing countries. With raw materials becoming scarcer 
and, consequently, more expensive, investing in an inclusive 
supply chain and helping smallholders to become more pro-
ductive provides not only the potential for tremendous social 
impact, but also a serious business opportunity to eliminate, 
or minimize, risk in the supply chain, in terms of both quality 
and quantity. These trends represent a necessity, and a consid-
erable opportunity, for private-sector businesses to come up 
with innovative ways to improve infrastructure and to meet the 
demand for natural resources. 

The emergence of new markets for environmental commodi-
ties, such as conservation easements , reforestation credits, 
etc., provide attractive new investment opportunities. 

 

Opportunity at the BoP:  There is a growing realization that the 
4bn people living at the BoP20  represent a large, fast-growing 
and extremely underserved market. According to the Inter-
national Finance Corporation (IFC), low-income populations 
spend US$5trn annually on such basic products and services 
as food, energy, housing, and transport. Introducing more 
efficiency and lower costs in the supply of these goods can 
improve quality of life and reduce costs for these end-users. 
As entrepreneurs, they are willing to invest in increasing pro-
ductivity and competitiveness, either through new technolo-
gies or materials, provided these solutions are affordable and 
effective. It is important to note, however, that many solutions 
require increased initial effort to educate the consumers about 
their benefits and proper use. 

Companies and entrepreneurs can capitalize on technological 
innovations and knowhow to develop new business opportuni-
ties at the BoP. They are also increasingly being forced to tap 
into these markets for procurement opportunities, in order to 
secure their supply chains and to find new sales markets. 

Increased demand for investment: The above trends have re-
sulted in a growing demand for investment. Attempts to quantify 
the value of sustainable business opportunities yield estimates 
ranging from US$3trn to US$10trn annually by 2050, potentially 
4.5% of the world’s projected gross domestic product (GDP)21. 
For example, the market opportunity for solar electrification of 
rural villages is estimated at US$2.7bn22, and US$25−30bn for 
healthcare investments in Sub-Saharan Africa23. 

Figure 2.1.2: Market Opportunity
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2.3 CATALYZING POSITIVE CHANGE
Can Impact Investing Help Address Global Challenges?

Each investor has to satisfy him or herself as to the ability of a given impact investment to contribute to positive change in society. 
This section is structured around three frequently asked questions: a) How can market solutions be effective in addressing soci-

etal challenges? b) Will the emergence of impact investing reduce the capital available for charities? and c) Does the expectation of 
financial return undermine the impact objectives of philanthropically oriented investors? 

WHY BUSINESSES CAN CONTRIBUTE SOLUTIONS  
There is a growing concern that the traditional, donations-based model is not effective and sufficient to solve critical social chal-
lenges. Investors and donors increasingly believe that creation of social and commercial value are not mutually exclusive, 
and impact-driven businesses can help fight poverty and address many other societal issues for the following reasons: 

PA

Entrepreneurship and innovation: The ability to harness 
the entrepreneurial spirit and resourcefulness of business is 
a great asset, helping organizations develop novel solutions 
to persistent issues. Innovation is key in driving affordability 
and quality of products and optimal design, as well as effective 
distribution – issues that few non-governmental organizations 
(NGOs) are able to resolve, or even focus on. 

Focus on the needs of beneficiaries: The fact that enterprise 
derives an economic benefit from a relationship with a target 
population pushes businesses to focus on delivering significant 
benefits to those populations by designing the products that 
meet their specific needs, using innovative delivery channels 
and providing post-sale support. This relationship results not 
only in more significant and sustainable 
value creation for target populations, but 
also in increased self-respect and em-
powerment of the beneficiaries, which 
the donations-based models often do 
not allow. 

Scale: The ability of impact-driven businesses to attain finan-
cial sustainability allows them to scale up their operations and 
impact at a faster rate than NGOs, which are dependent upon 
annual fundraising. For example, the emergence of social en-
terprises in the area of rural electrification has revolutionized 
the use of solar power by BoP communities, improving the 
lives of over 40m people through the provision of electricity.  

Addressing root causes: Impact-driven businesses often ad-
dress the root causes of a problem, rather than being satisfied 
with alleviating suffering, which has often been the case with 
grant-based philanthropy. If we take the issue of BoP markets, 
poverty among farmers and artisans can, in many cases, be 
linked to a lack of access to market, low productivity, and a lack 

of access to basic products and services, 
such as clean water, sanitation, and elec-
tricity. Addressing these root causes of 
poverty through delivery of efficient tech-
nologies, or incorporation of these popu-
lations into the supply chain or workforce, 
is believed to be a more effective way of 
sustainably improving livelihoods than 
through donations of food or clothing. 

BENEFITS OF MARKET-BASED SOLUTIONS24

Basic needs: Billions of people on our planet lack access to basic products or services (for example, to sanitation, electricity, and clean 
water). Efficient, good-quality, and affordable delivery of such services and products leads to a direct improvement in quality of life.

Productivity: Access to electricity, financial services, and telephone communication creates new business opportunities and/or im-
proves efficiency of existing micro-enterprises.

Income: Some impact-driven businesses focus on providing jobs to poor or disadvantaged populations, as well as access to markets 
for farmers, artisans, and other producers. Lower-priced products increase real incomes.

Empowerment: Greater incorporation into various forms of market participation gives target populations the sense of being productive 
members of society and of being in control of their lives.

«Impact investing helps harness 
the entrepreneurial spirit and re-
sourcefulness of business, direct-
ing it toward developing systemic, 

scalable solutions to critical 
societal problems.»

Extract from Catalyzing Wealth for Change: Guide to Impact Investing, © J. Balandina Jaquier, 2016
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DOES IMPACT INVESTING REDUCE THE CAPITAL AVAILABLE FOR CHARITIES AND NGOs? 
A concern is sometimes raised as to whether the growing interest in impact investing will reduce the amount of grants available 
for traditional charities and NGOs, as former donors will be looking for financial returns. Some considerations are provided below:

IS IT ETHICAL FOR IMPACT-ORIENTED INVESTORS TO RECEIVE A FINANCIAL RETURN?  
Philanthropic families often feel uneasy about accepting and, especially, demanding financial return on impact investing. They 
question the legitimacy of benefiting financially from their philanthropic undertakings and feel that the whole notion of receiving 
a return calls into question their good intentions. Below are some points to take into consideration:

Accountability: An injection of investment capital instills disci-
pline in the investee and encourages innovation. The necessity 
of paying back the financing with a return makes the organi-
zation accountable, obliging it to build a sustainable model of 
impact delivery, as the source of repayment is linked to organ-
izational success.

Demonstration effect: The growth of impact investing is 
hampered by the perception that delivery of social value is in-
compatible with financial returns. Many impact investors see 
a significant social value in proving that impact-driven enter-
prises and investment structures can deliver attractive financial 
returns (at least after being scaled up). Therefore, the level of 
financial return targeted and achieved by them becomes an 
important demonstration factor, signaling an attractive oppor-
tunity and encouraging adoption of the model. 

Catalyzing endowments and other assets: Typically, philan-
thropy represents a small percentage of a family’s or an or-
ganization’s assets, precisely because it is being granted and, 
therefore, is regarded as ‘lost.’ The ability of impact investing 

to provide a return allows the investor to go beyond the phil-
anthropic allocation and mobilize some of the assets that need 
to be preserved. 

Democratizing philanthropy: Generation of financial returns 
also permits moderately wealthy individuals, or those who are 
not yet in possession of wealth, to be meaningfully involved in 
driving positive social change. 

The use of financial returns: If an organization is making an 
investment out of their programmatic budget, the fact that it 
receives a financial return does not mean that it will have to be 
distributed and used to further ‘enrich’ the asset owner. Impact 
investment allocation can be ring-fenced, with capital and profit 
being recycled into making further impact investments or grants. 
In certain cases, it is even required by law to do so. 

If the notion of getting a financial return or even capital back is 
not acceptable, there are ample opportunities to support social 
entrepreneurship and impact investing through grants (see p.116 
for more details).

«Impact investing is a comple-
mentary tool, which is not intend-

ed to displace grants. By gener-
ating fnancial returns, impact 

investments are capable of mobi-
lizing large amounts of additional 
capital to address social issues.»

Another tool in the philanthropist’s kit: 
Impact investing does not aim to displace 
grant-based philanthropy, but, rather, 
complement it. Most philanthropists and 
foundations involved in impact investing 
continue to provide grants, and a large 
proportion of them use their traditional 
investment capital to make impact invest-
ments.  

Helping philanthropy succeed: Impact 
investors have a clear understanding 
that not all causes and/or not all populations can be addressed 
by market-based solutions and, therefore, will and should be 
supported through grants. By focusing investment capital on 
those areas that can have a business model, one can help 
focus scarce philanthropic funds and government budgets to 

address the remaining ones. For exam-
ple, by providing essential goods and 
services affordably to the part of the 
BoP population that is capable of and 
willing to pay, and thereby meeting their 
needs, the poorest parts of the popula-
tion can be supported more effectively 
through the available grants. 

Leverage : Further, many impact inves-
tors focus on enabling commercially ori-
ented capital to support creation of social 

value, thereby adding another source of capital to impact-driven 
organizations, as opposed to redirecting grants. Impact invest-
ment offers the prospect of catalyzing vast sums of traditional 
investment capital to help solve entrenched social problems, 
and of achieving lasting solutions that do not rely on donations.

Extract from Catalyzing Wealth for Change: Guide to Impact Investing, © J. Balandina Jaquier, 2016
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2.4 RECONCILING FINANCIAL AND IMPACT OBJECTIVES 
The Rationale for Impact First Opportunities

PA

RETURNS IN IMPACT FIRST OPPORTUNITIES 

The following factors may reduce the returns on impact in-
vestments: 

 � An additional effort is often required to provide technical as-
sistance to investees (build internal capacity, create market 
awareness, etc.), which can result in higher costs for manag-
ing these opportunities (unless these interventions are funded 
through a separate, grant-based technical assistance facility).

 � The small size of some Impact First transactions results in 
disproportionally high transaction costs (as most of them are 
fixed), reducing investor returns.

 � Longer holding periods and fewer exits may also lead to low-
er investor returns.

The investee is unable to generate market return: For some 
impact-driven enterprises, delivery of commercial rates of re-
turn to investors may be very difficult, or even impossible, due 
to the nature of their operations. The business model of hybrid 
social enterprises  (which provide services for free to certain 
populations, while charging commercial rates to the remain-
der of the clients) is likely to result in lower profitability than a 
purely commercial enterprise. A company serving a very poor 
population, operating in a very difficult or small region, and/or 
lacking exit  options, is unlikely to deliver a market return. In 
these cases, the investor will have to accept a trade-off in order 
to support delivery of impact by such companies. 

The investee can eventually deliver market return: Many 
impact-driven businesses are designed to become commercially 
successful once they have proven and scaled up their business 
models. However, they initially require high-risk/below-market 
capital to bring them to the stage where they can deliver market 
return. Foundations and philanthropically minded investors are 
willing to invest in them at an early stage, to allow the proof of 
concept and scale-up of the venture. They will accept a financial 
trade-off, allowing the later-stage impact investors to generate 
market returns by investing in this company or its competitors.   

The investee caps the returns distributed to investors: Some 
forms of social enterprise may legally restrict distribution of profits, 
effectively capping investor return, even in the case of successful 
underlying operations (asset lock).

Investor willingly foregoes returns: There are also situations 
where the investor may decide to forego (all or part of) the finan-
cial return in order to maximize impact. One example is a certifi- 
cate of deposit in a credit union, which is used to finance mort-
gages to low-income populations. While it is structured to deliver a 
market interest rate, some impact investors (such as foundations) 
may decide to forego interest and direct the credit union to use 
it to fund social projects, for example delivery of financial-literacy 
training for the borrowers. Another example is a layered structure, 
where some investors may be willing to take a higher risk without 
being fully compensated for it, in order to attract additional inves-
tors by improving their risk-return profile. 

The willingness of some impact investors to accept below-market returns, as well as active participation of foundations, multi-
lateral banks, and DFIs in impact investing often leads to the misconception that a trade-off between the financial and social 

objectives is unavoidable. 

CAN IMPACT INVESTING PERFORM FINANCIALLY? 
While some impact investments (similarly to the traditional ones) may simply underperform expectations, there is enough evi-
dence to conclude that it is not necessary to sacrifice returns in order to generate impact. The Performance of Impact Invest-
ments section of Tools & Resources (from p.92) provides a range of data points, including the composition and performance of 12 
private impact investment portfolios and 17 individual impact investment products across asset classes, providing proof that impact 
investment can produce attractive returns. The section also demonstrates that microfinance, one of the oldest segments of impact 
investment, produced an average annual return of 3.7% over the last 12 years (as of end-2015) at annual volatility of only 0.58%, 
even outperforming mainstream investments during crisis. It also includes a summary of three performance studies, one of which, 
conducted by Cambridge Associates and GIIN, found that performance of 51 impact investment funds stood at 6.9% (gross  IRR ) 
versus 8.1% for the commercial universe, with mature impact investment funds even outperforming the benchmark 25. 

WHY DO SOME INVESTORS ACCEPT LOWER RETURNS? 
Although sacrificing returns in order to generate impact is not necessary, some investors accept, or even intentionally focus 
on, opportunities that deliver below-market financial returns, in order to achieve or maximize specific impact objectives. 
There are several possible scenarios:  

Extract from Catalyzing Wealth for Change: Guide to Impact Investing, © J. Balandina Jaquier, 2016
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2.5 NAVIGATING THE CHALLENGES OF IMPACT INVESTING 
The Hurdles Waiting to Be Jumped

A WINNABLE RACE
To succeed in impact investing, it is important to be realistic 
about the complexities of this investment approach. However, 
aspiring impact investors should not be deterred by the above 
challenges, as many of them are being actively addressed 
by the market. Investment intermediaries, rating agencies, 
and social stock exchanges are being created around the world. 
Innovative financial products, impact metrics, and advanced in-
vestment structures are being developed, supporting regulation 
being adopted in many countries, and new partnerships among 
the current players in the market being formed. 

The impact investing market has experienced significant development, especially during the past few years, but it is still a rel-
atively young market.  As a result, there remain a number of challenges that need to be addressed to unlock the full potential 

of the field.

COMMON CHALLENGES
The following issues are regularly cited by impact investors and experts as key constraints:  

Further, as the following chapters of this Guide demonstrate, 
private investors can successfully overcome the above 
challenges by employing a rigorous and pragmatic ap-
proach to development and implementation of their 
impact investment programs. The case studies of over 40 
wealth holders, who have been successfully involved in im-
pact investing and many of whom have contributed to the de-
velopment of the whole market, will provide inspiration and 
further proof that it can be done!

Lack of efficient infrastructure: An investment infrastruc-
ture, including advisers, service providers, and intermediaries, 
needs further development to facilitate identification, analysis, 
and management of impact investment opportunities. 

Limited track record : There is a lack of long-term perfor-
mance data at industry level, with the exception of some more 
mature segments, such as microfinance and community devel-
opment finance. Challenges in measuring societal outcomes 
mean that impact evidence may lack robustness.

Lack of institutional-scale opportunities: There is a scarci-
ty of investment opportunities and experienced funds/teams 
where large amounts of capital can be placed at investors’ 
required rates of return. 

Complexity and the need for a dual skill set: The dual objec-
tive of financial return and impact adds complexity and the re-
quirement of a multilingual team that is experienced in both finan- 
cial matters and impact-related issues. This is challenging for 
both investors (asset owners and financial intermediaries) and 
investees (management teams of impact-driven enterprises). 

Supply-demand mismatch: There is a significant mismatch 
between where capital is deployed and where it is needed, 
and a disparity between the expectations of investors and the 
realities on the ground.

Transaction costs and exit challenges: Many high-impact 
investment opportunities are small, given the early stage of 
development of investees, making the cost of executing and 
managing transactions disproportionally high, and requiring pa-
tience before the financial return can be realized. 

«While impact investing is not 
without challenges, private inves-

tors can successfully navigate them 
by structuring their activities pro-
fessionally and collaborating with 

other players in the market.»

Extract from Catalyzing Wealth for Change: Guide to Impact Investing, © J. Balandina Jaquier, 2016
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“The	Guide	 is	 simply	 the	bible	of	 impact	 investing.	With	 an	 amazing	worldwide	 research	 and	 an	
unprecedented	 level	of	depth,	 this	guide	gives	 the	 readers	everything	 they	need	 to	know	about	
impact	 Investing	 -	ideas,	 practical	 advice,	 tools	 and	 stories	 of	 key	 players	 involved	 in	 this	 new	
market.”	Luca	Rancilio,	Rancilio	SFO,	Italy	
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“THE	ultimate	 reference	 tool	 on	 impact	 investing.	 It	 caters	 to	 a	 global	 audience	 in	 an	attractive	
style,	 is	 fully	 comprehensive,	 yet	 easy	 to	 navigate.”	 Marie-Gabrielle	 Ineichen-Fleisch,	 State	
Secretary	(Swiss	State	Secretariat	for	Economic	Affairs),	Switzerland		
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	“Whether	you	are	a	beginner	or	a	seasoned	impact	investor,	the	Guide	is	a	must-read!	Every	time	
I	 enter	 a	 new	 phase	 in	 my	 personal	 or	 professional	 impact	 investment	 journey,	I	 find	 a	
corresponding	 chapter	 in	 the	 Guide.	 It	 serves	 as	 a	 roadmap,	 which	 keeps	 me	 on	 course	 and	
inspires	to	enter	new	avenues.	Whatever	the	challenge,	I	find	in	the	Guide	the	tools,	the	language	
and	 the	 examples	 that	 help	 me	 accomplish	 my	 family’s	 and	 some	 of	 society’s	 most	 important	
goals.”	Danielle	Cohen	Henriquez,	NextGen	impact	investor,	Belgium	
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“It	 is	 the	 most	 comprehensive	 and	 reader-friendly	 guide	 that	 I	 have	 seen	 so	 far.	 The	 global	
landscape	 that	 the	 author	 has	 been	 able	 to	 capture	 and	 in-depth	 analysis	 of	 the	 impact	
investment	field	are	truly	impressive.”	Sushill	Jiwarajka,	private	philanthropist	and	investor,	India	
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“This	is	an	extraordinary	resource	–	it	is	very	practical,	thoughtful,	comprehensive,	yet	accessible.	
It	 can	 be	 used	by	 both	 experienced	 investors	 and	people	 new	 to	 the	 field,	 and	 it	 is	 relevant	 to	
private	wealth	owners,	institutional	investors,	and	their	advisers.”	Marilou	van	Golstein	Brouwers,	
Chair	of	the	Management	Board,	Triodos	Investment	Management,	Holland	
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order at: 
www.guidetoimpactinvesting.net 

	




