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Methodological and analytical notes

This survey captures data and market perspectives from 146 impact investors. As in previous years, we focused on
investing organizations from foundations to financial institutions and did not include individual investors. To ensure that
survey participants have meaningful experience in making and managing impact investments, we set a criterion for
participation such that only respondents that either manage USD 10mm or more in impact assets and/or have committed
capital to at least five different impact transactions are included.' The Global Impact Investing Network (GIIN) collected
and collated the data, making the data set anonymous before sending to J.P. Morgan for analysis.

Sample overlap relative to previous surveys

When comparing results from this survey to results from previous surveys, we remind readers that each survey sample
contains a discrete set of respondents. Although the total sample size increased this year, only 82 of the 125 respondents
from the last survey participated in this survey. As such, we reference the data from this survey as representative of a
leading group of impact investors rather than representative of the market as a whole, and the trends over time as
indicative of change but not evidence of it.

Projection accuracy
To assess how accurate respondents' projections tend to be, we analyzed the subset of 82 respondents who submitted data
this year and last, and we present these results at different points in the report.

Scoring methodology for ranked questions

Throughout the survey, there are several questions where respondents ranked their top answers. In presenting the results,
we show the ranks and the score for the answer choices, in order to show how close the rankings are. Scores are calculated
as follows: (number of respondents that ranked it first x 3) + (number of respondents that ranked it second x 2) + (number
of respondents that ranked it third x 1). NB: If the scores are tied, the rank will be the same for two choices. When
respondents had to choose between various option choices such as “Many”, “Some”, “Few” and “None”, or between
“Very Helpful”, “Somewhat helpful” and “Not helpful”, we calculated an index by assigning scores to the various option
choices (e.g. “Many” =4, “Some” = 3, “Few” = 2, “None” = 1) and taking the average across respondents that replied for
a given category.

“Cutting” the data to extract notable findings

In addition to the aggregate output we construct on the basis of the full respondent group data, we identify interesting
disparities between sub-groups of respondents for relevant questions. The sub-groups we analyzed are shown in Table 1.
Throughout the report there are references to the notable findings that appeared when we sliced the data by sub-group.

Region codes
There are several regions referenced throughout the report. For brevity, we have created codes for each since the names
can be very long. These codes are shown in Table 2.

! The USD 10mm criterion refers to either the respondents' self-reported impact investment
assets under management or the self-reported capital committed for impact investment.
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Table 1: Respondent sub-groups referenced in the report?

Number of respondents (all

Name of sub-group Description of the category construction respondents = 146)
DM-HQ Investors Headquartered in developed markets 115
EM-HQ Investors Headquartered in emerging markets 28
Fund Managers Identified themselves as fund managers 79
Non-fund Managers Identified themselves as anything other than fund managers 67
DM-focused Investors Have more than 50% of their current impact investment AUM invested in developed markets 62
EM-focused Investors Have more than 50% of their current impact investment AUM invested in emerging markets 82
Debt Investors Have more than 50% of their current impact investment AUM as debt 60
Equity Investors Have more than 50% of their current impact investment AUM as equity 63
Early-stage Investors Have more than 50% of their current impact investment AUM invested in the seed/start-up or 39
venture stages
Later-stage Investors Have more than 50% of their current impact investment AUM invested in the growth or mature 100
(public or private) stages
Competitive-return Investors Principally targeting competitive, market rate returns 81
Closer-to-market Investors Principally targeting below market, closer to market returns 39
Capital-preservation Investors  Principally targeting below market, closer to capital preservation returns® 26
Impact Outperformers Indicated an impact outperformance of their portfolio relative to their expectations 38
Financial Outperformers Indicated a financial outperformance of their portfolio relative to their expectations 19

Source: GIIN, J.P. Morgan. AUM = assets under management

Table 2: Region codes

Code Name of region

DM Developed markets

Northern America US & Canada

WNS Europe Western, Northern & Southern Europe
Oceania Oceania

EM Emerging markets

SSA Sub-Saharan Africa

LAC Latin America & Caribbean (including Mexico)
South Asia South Asia

ESE Asia East & Southeast Asia

MENA Middle East & North Africa

EEC Eastern Europe, Russia & Central Asia

Source: GIIN, J.P. Morgan.

* In some (rare) cases, when making our cuts, some respondents have an exactly even split
between one category and the other, in which cases we have excluded the respondent from that
specific analysis.

} By capital preservation we reference at least the return of capital.
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Executive Summary

This report presents the findings of the fifth annual impact investor survey conducted
by The Global Impact Investing Network (GIIN) and J.P. Morgan. We have
maintained core questions on investor activity and perspectives, and also included
additional specific topics such as loss protection, technical assistance, impact
management and measurement, and exits. Throughout the report, we complement the
survey questions with some of our own desk research presented in “Zooming In”
sections. Below, we present a summary of the survey’s key findings.

Sample characteristics
e The sample size this year is 146, a 17% increase from last year.

o Seventy-eight percent of respondents have their headquarters (HQs) in Northern
America and WNS Europe. However, 48% of current assets under management
are in emerging markets, even though 90% of capital is managed by DM-HQ
investors.

e The sample is about half fund managers (57%). The rest of the sample is asset
owners, with foundations making up 18%, diversified financial institutions/banks
7%, and development finance institutions (DFIs) 5%.

e Just over half of the sample (55%) principally targets “competitive, market rate
returns”, with the remainder of the sample split between “below market rate
returns: closer to market rate” (27%) and “below market rate returns: closer to
capital preservation” (18%).

Investment activity and allocations

e As Table 3 shows, the group reports having committed USD 10.6bn in 2014 and
intends to invest 16% more — USD 12.2bn — in 2015.

Table 3: Number and size of investments made and targeted

In 2014 2015 target
Number USD, mm Number USD, mm
(n=146) (n=146) (n=145) (n=144)
Mean 37 72 44 85
Median 7 10 8 14
Sum 5,404 10,553 6,332 12,241

Source: GIIN, J.P. Morgan.

e The 82 organizations that responded both last year and this year reported a 7%
growth in capital committed between 2013 and 2014 and a 13% growth in
number of deals.

e Collectively, our respondents are managing a total of USD 60bn in impact
investments today, 35% of which is proprietary capital and 65% managed on
behalf of clients.”

e Fund managers manage 63% of this total AUM while DFIs — who make up just
5% of our sample — manage 18% of total assets (Figure 1).

* Total impact investment assets under management represents 145 respondents and not the
total 146 due to one respondent not providing this data.
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Figure 2: Total AUM by geography

n = 145; AUM-weighted average; Total AUM = USD 60bn
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Figure 1: Total AUM by organization type
n = 145; AUM-weighted average; Total AUM = USD 60bn

mFund manager
MDevelopment finance institution
mDiversified financid institution / Bank
mFoundation

18%

W Other

W Pension fund or Insurance company

= Family office

Source: GIIN, J.P. Morgan.

14%

Investments directly into companies represent a much larger proportion of assets
under management (74%) than do indirect investments (20%).”

Capital is diversified across regions, with about half invested in emerging
markets and half in developed markets (Figure 2).

Housing accounts for 27% of respondents' assets under management, as do
Microfinance and Financial Services (excluding microfinance) combined. A
further 10% is allocated to Energy, while Healthcare and Food & Agriculture
account for 5% each (Figure 3).

Figure 3: Total AUM by sector
n = 145; AUM-weighted average; Total AUM = USD 60bn
M Housing
mOther
W Microfinance
mFinancial services (excluding microfinance)
mEnergy
mHealthcare
mFood & agriculture
mEducation
MInformation and communication technologies
= Manufacturing
Infrastructure

m Habitat conservation

Water & sanitation

Arts & culture

Source: GIIN, J.P. Morgan. See Table 2 for region codes used in the text.

Source: GIIN, J.P. Morgan. NB: Some of the “other” categories reported include forestry, land
conservation, sustainable agriculture, arts & culture, and manufacturing

> A small group of respondents chose "other" to denote investments in structures that are
neither companies nor funds (these respondents specified, for example, real assets and NGOs).
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Figure 4: Total AUM by instrument

n = 145; AUM-weighted average; Total AUM = USD 60bn

M Private debt
W Private equity
W Equity-like debt
mPublic debt
W Public equity 8%
mReal assets
Other
mDeposits & cash equivdents
i Pay-for-performance instruments (e.g., social

impact bonds)
Source: GIIN, J.P. Morgan.

Figure 6: Change of allocation planned for 2015, by geography
Ranking by number of respondents who chose "increase”

Sub Saharan Africa o 8
East & Southeast Asia I 2
Latin America & Caribbean (including Mexico) 4 21
South Asia 6 2
Western, Northern, & Southern Europe (1 2 21
U.S. & Canada 4 30
Middle East & North Africa 6 19
Eastern Europe, Russia, & Central Asia 6 16
Oceania 4 10 .
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Source: GIIN, J.P. Morgan.
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e Private Debt and Private Equity are the most prominent instruments, accounting
for 40% and 33% of assets under management, respectively. Eight percent is
allocated to Equity-like Debt while less than 1% is allocated to Pay-for-
performance instruments (Figure 4).

e Most capital managed today — 91% — is invested in companies post-venture stage,
with 28% allocated towards companies at the Growth Stage, 52% in Mature,
Private and 11% in Mature, Publicly-traded companies. Nine percent is
committed to Seed/Start-up companies or Venture Stage businesses (Figure 5).

Figure 5: Total AUM by stage of business
n = 145; AUM-weighted average; Total AUM = USD 60bn

3%

6%

M Seed/Start-up stage

40% W Venture stage 28%

B Growth stage
W Mature, private

Mature, publicly-traded

Source: GIIN, J.P. Morgan.

Planned asset allocations going forward

e The region to which the highest number of respondents plan to increase their
allocations is SSA (29 respondents), followed by ESE Asia (28 respondents) and
LAC (27 respondents). A relatively low number of respondents plan to increase
allocations to MENA, WNS Europe, EEC and Oceania (Figure 6).

e The sectors to which the highest number of respondents plan to increase their
exposure are Energy and Food & Agriculture (38 respondents each), followed by
Healthcare (37 respondents) and Education (33, Figure 7).

Figure 7: Change of allocation planned for 2015, by sector
Ranking by number of respondents who chose "increase”

I Energy Bar e
Food & agriculture 6 28 s
_ Healthcare 9 23 A
T A Education [0 ] 25 |
Financial services (excluding microfinance) (s 31 23
_ Housing 8 20 o
_ Microfinance 1 20 20
Water & sanitation 18 18 18
- ion and i i (6 14 s
- Infrastructure M3 11 s
Manufacturing ) 12 2
. Habitat consavation 6 14 e
Arts & culture 4 9 [
20 © 50 " 7 w 0 0 2 3 4 5 60 70

mDecrease ' Begin to assess = Maintain mincrease

Source: GIIN, J.P. Morgan.



Yasemin Saltuk
(44-20) 7742-6426
yasemin.x.saltuk@jpmorgan.com

Figure 8: Performance relative to
expectations

Number of respondents is shown under
each category; some respondents chose
“not sure” and their responses are not
considered here.

B Outperforming Inline  MUnderperforming

100% — ), - 9%
90%
80%
70%
60% 1%

50% 78%
40%
30%

20%
0%
Impact expectations Financial expectations

n=139 n=139
Source: GIIN, J.P. Morgan.
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Market development and pipeline

Respondents indicated progress across the board on several key indicators of
market growth, including: collaboration among investors, availability of
investment opportunities, usage of impact measurement standards, and number of
intermediaries with significant track record. Compared to 2013, respondents
seemed to see more progress in 2014 on the availability of investment
opportunities at the company level.

However, certain challenges remained consistent in investors’ views. “Lack of
appropriate capital across the risk/return spectrum” ranked first among a set of
challenges this year, and “shortage of high quality investment opportunities with
track record” ranked second (Table 4).

Table 4: Challenges to the growth of the impact investing industry today

n = 146; Respondents ranked top three

Rank Score Available answer choices

1

2

7

8

193 Lack of appropriate capital across the risk/return spectrum

174 Shortage of high quality investment opportunities with track record

115 Difficulty exiting investments

97 Lack of common way to talk about impact investing

87 Lack of innovative deal/fund structures to accommodate investors’ or portfolio companies’ needs
76 Lack of research and data on products and performance

67 Inadequate impact measurement practice

57 Lack of investment professionals with relevant skill sets

Source: GIIN, J.P. Morgan. See scoring methodology in the Methodological and Analytical Notes section on page 3.

When evaluating potential government policies, respondents indicated that the
most useful policies would be those that improve the risk/return profiles of
investments, either through credit enhancement or tax credits or subsidies.

About two-thirds of respondents perceived the market for impact investments to
be at least somewhat competitive, with most citing a limited number of investable
ventures or scalable business models as the chief source of competition.

At the same time, nearly 9 out of 10 respondents indicated that co-investors are
either important or critical to their investment decisions.

Indeed, referrals from co-investors or portfolio companies were identified as the
most effective sources of identifying potential deals.

Performance and exits

Survey participants reported that their portfolios are performing mostly in line
with both their impact expectations and financial return expectations (Figure 8).

Twenty-seven percent of respondents reported outperformance against their
impact expectations and 14% reported outperformance against their financial
return expectations. Conversely, only 2% reported underperformance on impact,
while 9% reported financial underperformance relative to expectations.
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Figure 9: Sample private equity
exits by sector
n = 76 exits

Microfinance
Other

Healthcare

Food&
agriculture

FS
IcT

Housing

Habitat
conservation

Energy
Education

Manufacturing

FS= Financial services excluding microfinance
ICT= Information and communication technologies

Source: GIIN, J.P. Morgan.
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e Private equity impact investors reported on their most recent exits, totaling 77
exits in our sample, 61 of which happened since 2012. Seventeen exits were in
Microfinance, and nine each in Financial services (excluding microfinance),
Healthcare and Food & Agriculture (Figure 9).

e Twenty-one of these exits were in South Asia, while 11 each were in SSA and
WNS Europe.

e The majority of these exits took place by selling either to a strategic or financial
buyer, and most exits took place more than five years after investment.

e In order to mitigate exit risk, over 50% of private equity investors include “tag
along” and “drag along” clauses in their investment terms.

Risk and loss protection

o "Business model execution & management risk" once again emerged as the
largest contributor of risk to respondent portfolios, as shown in Table 5.

Table 5: Contributors of risk to impact investment portfolios

n=146

Rank  Score

1 288 Business model execution & management risk
2 132 Liquidity & exit risk

3 115 Country & currency risk

4 106 Market demand & competition risk

5 98 Financing risk

6 91 Macroeconomic risk

7 34 Perception & reputational risk

Source: GIIN, J.P. Morgan.

e In order to manage downside risk, 34% of respondents participated in a
transaction with a loss protection feature, such as a first-loss reserve or a
guarantee, over the last year.

e However, the majority of respondents see loss protection as something that’s
either a “nice to have” or necessary only in certain cases, but not critical to
making impact investments.

e The risk of mission drift at exit is important to impact investors, with 61% taking
measures to mitigate this risk, either by selecting an investee in whose mission
impact is embedded and/or by selecting an acquirer that will protect the mission.

Impact performance management

e Ninety-nine percent of respondents measure the social/environmental
performance of their investments, through a range of standardized and proprietary
metrics and frameworks, with the majority aligning with IRIS.

e Most respondents seek to achieve impact by investing in organizations that either
sell products or services that benefit a target population or provide employment to
target populations.

e Respondents generally put high importance on measuring outputs and outcomes,
while they are less focused on putting a dollar figure on impact.

e While the vast majority of respondents track impact performance because it is
part of their mission, nearly two-thirds also believe the business value of such
information to be of high importance.
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e Only 20% of respondents have a standalone team for impact measurement; two-
thirds rely on their investment teams for this.

e About one-third of respondents explicitly target gender equality as an impact
theme, while just over half target environmental conservation as an impact theme.

Technical assistance

o Seventy-three percent of respondents provide technical assistance to investees,
either in-house and/or through third parties.

e The most common use of technical assistance is general management support,
followed by assistance with accounting and financial systems, industry-specific
skills enhancement and impact measurement.

e While most respondents who provide technical assistance do so during the
investment period, a notable proportion does so pre-investment as well.

The intermediary market

e The fund managers that participated in our survey reported having raised USD
4.7bn in 2014 and target raising USD 7.1bn in 2015 (Table 6).

e Fund managers reported current impact investment assets under management of
USD 38bn, 32% of which comes from Diversified financial institutions/Banks,
19% from Pension funds or Insurance companies and 18% from Development
finance institutions.

Table 6: Capital raised for 2014 and targeted for 2015 Figure 10: Primary investors in terms of percentage of total capital

Target raise for 2015 (n=65) n = 80; AUM-weighted average; Total AUM = USD 38bn

Raised in 2014 (n=52)
Mean 90
Median 22
Sum 4,702

103 M Diversified financial institution/Bank
5
7082 B Pension fund or Insurance company

Source: GIIN, J.P. Morgan. Note: excluding funds that did not answer or reported “0” for the

calculation of mean and median

H Development finance institution
m Family office/HNWI
m Retail investor
B Foundation
Fund of funds manager
1 Endowment (excluding foundations)
m Other

Source: GIIN, J.P. Morgan.
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Impact investments:
The GIIN’s definition

Impact investments are
investments made into companies,
organizations, and funds with the
intention to generate social and
environmental impact alongside a
financial return. They can be made
in both emerging and developed
markets, and target a range of
returns from below market to
market rate, depending upon the
circumstances.

Most EM-HQ respondents (82%)
are fund managers.

Figure 11: Location of headquarters

n =146

mNorthern America
m\VNS Europe
mLAC
MSSA
WESE Asia
M South Asia
No single headquarter location
mOceania
BMENA
EEC

Source: GIIN, J.P. Morgan. See Table 2 for region codes used in the text.
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Eyes on the Horizon: The Impact Investor
Survey

This report presents the results of the annual impact investor survey conducted by
J.P. Morgan and the Global Impact Investing Network (GIIN). The content is
structured by theme based on the survey questions, and interspersed throughout are
highlights of trends and market dynamics in “Zooming in” boxes. These sections
contain information collated by desk research, rather than through the survey, and are
highlighted in a different color to distinguish this source for the reader.® In this
section, we present the sample of survey respondents captured this year as
characterized by, for example, the region of their headquarters, their institution type,
their motivations and recent investment activity.

Sample characteristics

Sample mostly DM-HQ organizations

In order to best understand the background of the respondents in our survey, we
asked them to provide the location of the organization’s headquarters and the type of
organization that best describes their institution. The results are shown in Figure 11
and Figure 12. The sample is dominated by Northern America and WNS Europe with
these regions housing 78% of the respondents’ headquarters (HQs), but there is more
even distribution between these two regions than in previous years.

More than half the sample are fund managers; Foundations make up a fifth
Our sample is more than half fund managers, and the overall break-up of
organization type is generally consistent with last year’s.® Cross-referencing region
with organization type, we notice that of the 115 DM-HQ respondents, 51% are fund
managers, 21% are foundations, and 8% are diversified financial institutions. By
contrast, 82% of the EM-HQ respondents are fund managers (n=28).

Figure 12: Organization type
n = 146; Category that BEST describes the organization

® Fund manager % 3% 1%
7%

1% 1%

H Foundation
m Other 9%
m Diversified financid institution / Bank
= Development finance institution
m Pension fund or Insurance company
18%
Family office

Source: GIIN, J.P. Morgan.

® Given the timing of publication, we have also captured any significant industry news since
the turn of the year for completeness.

" In the survey published two years ago, Northern America made up 56% of the sample, and
WNS Europe made up 27%. Last year, Northern America made up 46% of the sample, and
WNS Europe made up 34%

8 The distribution last year was: Fund manager, 49%; Foundation: 22%, Other, 11%;
Diversified financial institution/Bank, 7%; Development finance institution, 6%; Pension fund
or Insurance company, 3%; and Family office, 2%. Those that chose ‘other’ typically include
hybrid organizations, i.e. those with multiple activities not easily classified into one.

1"
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» Zooming in: Impact investments within a development-
focused portfolio

Development finance institutions (DFIs) have been investing in development-
oriented projects for a long time, and it can be challenging for them to differentiate
between these investments and impact investments, including within their existing
portfolios. In response to this, both the Overseas Private Investment Corporation
(OPIC) and the Inter-American Development Bank (IDB) have developed
frameworks to identify impact investments within their broader portfolios, and it’s
instructive to take a closer look at these.

Overseas Private Investment Corporation

OPIC undertook a detailed segmentation of their portfolio, and tagged their
investments as either ‘development finance’, ‘high impact sectors’ or ‘impact
investing’. They publicly shared their categorization approach to help inform the
ongoing debate around how best to define impact investing, as well as to support
other agencies as they think through their own impact portfolios.

Development Finance Development finance:

All of OPIC’s financial commitments aim to
have a positive development impact. By
definition, the projects supported are expected
to demonstrate positive development, social,
and financial returns while safeguarding
against damage to the environment and
promoting high-quality job creation.

High impact sectors

Source: OPIC

High impact sectors:

Investments in sectors generally associated with impact investing fall into this
category. These sectors face the most difficult challenges in attracting capital:
agriculture, education, access to finance, housing for the poor, small and medium
enterprise finance, healthcare, renewable energy, water, and sanitation. Given that
other sectors present far easier investment options, these are sectors investors would
only engage in out of a deep commitment to impact.

Impact investing:
These investments have an explicit and inherent intent at startup to address

environmental or social issues, as well as a business model with a structure dedicated
to achieving both impact and financial returns. To select these transactions, projects
in impact sectors were first identified, and then project teams were asked to identify
impact intent at origination, reviewing the project sponsor’s intent to generate
1mpact.

Inter-American Development Bank

The IDB sees two dimensions to the definition of impact investments: Business
sectors and vulnerable populations. Under this definition, for an investment to
qualify as impact investment, it has to fit two criteria:
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1. Address either basic needs (e.g., agriculture, water, housing) or basic services
(e.g., education, health, green energy and financial services); ’ and

2. At least half of its beneficiaries must be vulnerable populations, defined as people
with incomes below the threshold of USD10 purchasing power parity (PPP) per
day.

The IDB is in the process of developing a tagging methodology to classify
investments as impact investments, based on four key filters:

1. Financial viability: A project must involve a financial instrument (private debt,
guarantees or equity investment) and be expected to return at least nominal
principal.

2. Development impact filter: An investment should generate social and
environmental externalities, contribute to economic growth and/or private sector
development, and comply with ESG criteria.

3. Social impact filter: The investment should generate direct/visible social impact.

4. Impact intention filter: The investment should follow a specific impact investing
approach with a deliberate, measurable goal of generating social/environmental
impact in addition to a financial return.

We illustrate the IDB tagging methodology in the chart on next page.'’

? The sectors mentioned are indicative but not exclusive.
!0 The reader should note that the IDB methodology is still a work in progress process.
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IDB Impact investment tagging process

Does the project
provide private debt,
guarantees or equity

investments?

Do not tag,
Is the investment Is the project linked subsidized
expected to return at to another structure not
least nominal classified as Impact associated to
principal? Investing? impact
investing

Beneficiaries Tag as Technical

Are the beneficiaries poor, low- Cooperation (TC)

income or disadvantaged? linked to impact
investing

Ledtionliy Impact without Tag as

Do the project sponsors have Intentionality Development Finance
the specific intent to provide
positive social or
environmental impact, as
evidenced in loan proposal
(LP) and results matrix (RM)
and is there a robust system
to monitor these impact?

Is the project designed Generate

on a commercial basis social/environmental
but is likely to externalities and
generate tangible contribute to economic
positive social and growth and/or private
environmental impact? sector development

Tag as Impact
Investments

Designed with the Tag as Investments with Impact

specific intent to Generate (or are likely to generate)
generate positive impact measurable impact but with no specific
social/environmental intentionality

impact

Source: IDB
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Figure 13: Year of first impact investment
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About half of our respondents have been making impact investments for ten
years or more

Of the 146 total respondents, 60 have been making impact investments for 10 years
or more (Figure 13).

Left axis bar chart: Number of organizations that started investing that year; Right axis line graph: Cumulative
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Source: GIIN, J.P. Morgan.
Figure 14: Target financial returns principally sought Over half of the sample seeks competitive
n=146 returns

M Marketrate returns

M Below market rate retirns:
closer to marketrate

mBelow market rate retirns:
closer to capital preservation

Source: GIIN, J.P. Morgan.

The group reports having
committed USD 10.6bn in 2014
and intends to invest 16% more —
USD 12.2bn —in 2015.

18% In order to best contextualize the views in the
survey, we asked respondents about their approach
to returns. Figure 14 shows that 55% of the sample
principally targets “competitive, market rate
returns”, with the remainder of the sample split

%%  between “below market rate returns: closer to
market rate” (27%) and “below market rate
returns: closer to capital preservation” (18%).

Throughout the report, we will refer to sub-groups
defined by answers to this question, as outlined in
Table 1.

USD 10.6bn invested in 2014, with plans for 16% more in 2015

As Table 7 shows, the respondent group reports having committed USD 10.6bn in
aggregate in 2014 and intends to invest 16% more — USD 12.2bn — in 2015."" More
specifically, 98 respondents indicated plans to commit more in 2015 than in 2014,
out of which 55 plan to increase by more than 50%. Meanwhile, 34 plan to decrease.
Finally, as mentioned earlier, it's important to note that this year's respondent sample
is different to last year's and direct comparisons with previous year's figures may not
be valid.

Table 7: Number and size of investments made and targeted

In 2014 2015 target
Number USD, mm Number USD, mm
(n=146) (n=146) (n=145) (n=144)
Mean 37 72 44 85
Median 7 10 8 14
Sum 5,404 10,553 6,332 12,241

Source: GIIN, J.P. Morgan.

' USD 3.8bn of the USD 10.6bn was committed by just three respondents. For target
allocation, USD 4bn of the USD 12.2bn is from the same three respondents.
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Trend analysis: Looking at last 3
years

“They are a part of our commitment
as a responsible investor” and
“They are an efficient way to meet
our impact goals” have been the
top two motivations in the past
three surveys.

Global Social Finance JP MOI‘gaIl
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04 May 2015

Number of deals planned to increase

On the aggregate, respondents plan to increase total number of deals in 2015 by 17%,
with 6,332 planned compared to the 5,404 executed in 2014. The median investor
invested USD 10mm across seven investments in 2014, and intends to invest USD
14mm through eight transactions in 2015."

In 2014, respondents grew capital committed by 7%

For the sub-sample of 82 respondents that completed the survey both last year and
this year, we compared the number of deals and amount of capital they committed in
2014 compared with what they had committed in 2013. We found that, in aggregate,
these respondents grew their number of investments in 2014 by 13% (n=81) and their
capital committed by 7% (n=82)."> Impact assets under management for this group
increased by 20%."*

Responsibility, efficiency to deliver impact, and client demand top motivations
As in previous years, we asked investors that allocate capital to both traditional and
impact investments to indicate their top motivations for allocating capital to an
impact portfolio. The responses, as determined by respondents ranking their top three
motivations, are shown in Table 8. They highlight both financial and non-financial
drivers, with the top three choices reflecting a commitment to responsible investing,
a desire to meet impact goals and response to client demand. The responses receiving
the fewest votes referenced diversification and regulatory requirements. These
rankings are consistent with our findings last year.

Table 8: Motivations for traditional investors to allocate capital to impact investments
n = 49; Respondents ranked top three

Rank Score Available answer choices

1 80 They are a part of our commitment as a responsible investor

2 69 They are an efficient way to meet our impact goals

3 54 We are responding to client demand

4 38 They provide an opportunity to gain exposure to growing sectors and geographies
5 24 They are financially attractive relative to other investment opportunities

6 6 We do so to meet regulatory requirements

7 6 They offer diversification to our broader portfolio

Source: GIIN, J.P. Morgan. See scoring methodology in the Methodological and Analytical Notes on page 3.

2 Readers will note that there may be some overlap in respondents' financial commitments as
some will invest indirectly through fund managers that have also responded to our survey. We
note though, that 74% of the capital represented by our respondents is invested directly into
companies, and any potential overlap will only relate to the percentage of capital that is
invested indirectly.

¥ We excluded one respondent from this group because they had reported their number of
deals incorrectly in 2013.

" We also compared actual in 2014 versus what had been planned for 2014, and found that, in
aggregate, these respondents fell short of their targeted number of investments for 2014 by 8%
(4,222 planned versus 3,792 actual) and fell short of their capital commitment targets by 4%
(USD 7.4bn planned versus USD 7.1bn actual).
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Progress in pipeline and market support

In order to capture investors' views on the market today, we asked respondents to
report on indicators of growth, competition for deals, deal sourcing, co-investing, and
challenges to broader market development. In this section, we highlight the key
trends that respondents feel characterize the current state of the market.

Indicators of market growth

Respondents testify on broad progress across indicators of market growth
Respondents indicated progress was made in 2014 across several indicators of
market growth, including investor collaboration, impact measurement practices, and
pipeline quality. Relative to last year, a larger proportion of respondents indicated
significant progress in collaboration, availability of investment opportunities, and
availability of capital across the risk/return spectrum. A larger proportion indicated
no progress in usage of standards for impact measur