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What is Impact Investing?

U Impactinvestments are investments made into companies, organizations, and funds with the
intention to generate social and environmental impact alongside a financial return. They car
be made in both emerging and develop@grkets, and across asset classes, including bonds,

listed shares, and private equity

U Stages of Impact Investing:

Responsible Sustainable Thematic Impact first

Investment Investment Investment Investment
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social or environmental impact no longer holds.**

*GIIN. (2017)hattps://theqiin.org/
** WEF. (2013)From the Margins to the Mainstream
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Why Impact Investing?

‘ Climate change
Access to water, infrastructure and energy; economic
growth inclusive of the growing population

The modern world

Is facing numerous
challenges that

companies can

Longterm societal challenges (e.g. nuclear waste dispa

help solve:

Increase productivity; complement development aid by getti
the private sector involved (e.g. via pubtiovate-partnership3

Impact Investing represents a way to address the problems of the 21st century.
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Global Cooperation

Milestone agreements in 2015: The 2030 Sustainable Development Agenda, the Ado
Ababa Action Agenda, and the Paris Agreement on Climate Change.
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Why a new science association for Impact
Investing?

u Asof now, little academicresearchhasbeen conductedon the longterm viability
and results of Impact Investing Our current understandingof Impact Investingis

essentiallybasedon the findingsof practionersand proponentsof Impactinvesting

U Meanwhile,the field of Impactinvestingis still nascentand fragmented, makingit

difficult to makeinformedinvestmentdecisions

ECCOScieneeV.aims to help fill this gap in both theoretical and empirical

research, thus forming the necessary bridge between theory and practics
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Suggestions from the G8 Taskforce on Impact
Investing (2014)
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o Impact
analysis into :
: investment
mainstream wholesalers
Measurable investing Streamlining Establish
o] o] [T AV/EES SIBs and pay- appropriate
and tracking for-success legal forms and
mechanisms mechanisms provisions

Updating the Boost social

definition of sector
fiduciary organisational
duty Support capacity

impact
investing in

international
development




Market size

Market estimates vary depending on definitions and criteria

Source Market size estimate

Monitor Institute (2009) US$500 billion by 2020

JP Morgan &ockefeller Foundation (2010) US$ 40Million ¢ 1 trillion by 2020

Calvert Foundatiof2012) US$650 billion by 2020
World Economic Forum (2013) US$ 1228 billion as of 2013
Global Impact Investing Netwo(lsIIN) USS$77.4 billion of impact investing asse

membership survey (2016) managed by GIIN members as of 2015
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Market size

A To reach the US$ 500 billion expectation by 2020, the impact investing
market should grow at a 45% annual rate.

A For comparison: on average, SRI in the U.S. grew by 11% per year
\ between 1995 and 2012 (US SIF 2012).

/

dmpact investing is currently growing linearly. In order for
It to grow exponentially, we need to find a way to
Incorporate mainstream investors into the mi.

Randall Kempner, Executive Director, Aspen Network of Development
Entrepreneurs, Aspen Institute, USA (WEF 2013)
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What is ECCOScience about?

ECCOSciereV. aimsto developa true and fair view of Impactinvesting,both in its financialand
socieenvironmentalimpact aspects In the current models (CapitalAssetPricingModel (CAPM)
and FamaFrenchModel), financialrisk is only describedas a function of volatility and financial
return. ECCOScienceV. developsa more robust, integrated, marketable, and implementable
model for Il. The framework, similarto the EquatorPrinciples,aimsto producean international

consensu®n the term "ImpactL y @ S &hatAvgull tie applicableglobally:

ECCOScience e.V.

Comparison Description of
of existing model and its

Guidelines for

measuring impact
concepts components

\—Y—I

Independent Impact Investing Theory
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Bulding Block: The Challenge

Absence of large Legal obligation

B¢ | Lack of investment
scale opportunities to beneficiaries

ready social enterprises

Who is willing to provide

: How can supply and demand be
finance and on what terms?

matched on appropriate terms?

Supply participants > Intermediaries

Who is seeking finance

Demand participants
< for social objectives

o—— 00— 66— 0

e , : e Under-developed Difficulty of measuring
Iliquid products Unproven products intermediary market social outcomes

- T/

Under-developed Impact investing ecosystem means that challenges faced by
investors, intermediaries and entrepreneurs are compounded. With COP21/22
a Tipping Point is reached, and fast future development expected.




Building Block: Theory of Change
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Theory of Change (ToC) is a comprehensive description and illustration of why
and how a certain change is expected to take place.

]

Defining goals

What would
success look
like?

oBackcasting

ldentifying all
the conditions
required to get
from here to
there?

Mapping

Creating a
visual pathway
that can be
used for
strategy.

Strategy

ldentifying
necessary step
and developing
Indicators to
measure
success.

|

ECCOScience e.V. develops scientifically based ToCs with proven efficiency
that can be used in making investment decisions.

|




Building Block: Investment Themes

/m

Energy efficiency and distribution
Mass transit and public transport
Waste and pollution control

Low carbon buildings
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Agriculture

Land regeneration
Water and wetland management
Fisheries and aquaculture

Forest management

Sustainable manufacturing
Pharmaceuticals and biotech
Enabling technologies

Electric vehicles

Smart cities

Financial services
Community development
Education and Health
Poverty alleviation

and mor eé
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What is ECCOScience about?

Specific fields of research are:

1. Determining/developing market potential; policy (COP21, 22).
2. Developinglternatives to ES@ssessment (cf. Futufat Benchmark or True Value Matrix of
the 3DFoundation; Socié@tock Exchang@enchmark).
3. Impact forecasting and evaluation.
A Riskof creating noor undesired impact (exteiinancialrisks.
A Exante evaluation of extrdinancial risks.
A Identifying impact types/clusters and prioritization.
A Theoriesf Change.
A Methodology for modeling impact interactions and trads.
4. Extendexisting models.
A Measuring risk, return, AND impaatfernalization of external effectsr(ie/fair value).

A Monetization of goodwill (currently when switching from primary to secondary markets)



Impact Investing Research Themes

INVESTOR
PERSPECTIVE

INVESTEE
PERSPECTIVE

ECOSYSTEM
PERSPECTIVE

Portfolio strategies
Risk and return analysis

Secondarynarkets
Measuring impact

Social entrepreneurship
Provision of public goods
Investor relations
Impact reporting

Capacity building
Market development
Network-building
Policy support

CASE STUDIES

Country/region
Sector/industry
Investor/enterprise
Asset type




<

What makes a good Impact Investment?

4 N
Financial return

Ecosocial
impact
" Intentionality | J [ A
Additionality Measurability
Theory of Reporting

L Change N { )

Investment
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Market potential T COP 21, COP 22

épurring low carbon climate resilient growth and avoiding the lock in costs hﬁigh
carbon systemsequiresredirection of investmentlows togreen finance, green
infrastructure and green energy (ESRCCC 2015). US$ 90 trillion have to be inyestec
in new green infrastructure until 2030 (IPCC 201L&6. US$ % trillion p.a

According to International Energy AgentiyX), green investment neesl US$ 31

trillion stretched over 35 years (IEA15), including transitioningp Green Energy

& Infrastructure, Resource Efficiency, Innovation in Automotive, Air@afpping,
@mplementeoby Clean Supply Chains and Green Agriculture (I1GE2015 /

Investment opportunity
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Opportunity! i Better Growth, Better Climate

A N

Following COP 21 (Paris) / COP 22 (Marrakech, global infrastructure
investment must nearly all be green from now on (Pfeiffer et al, 2016).

A Infrastructure is central to COP21/22 and SDG and spurring growth.

A Expected Future emissions of existing power plants alone will take us over
2AC with 50% probability (Pfeiffer et al. 2016).

A To go CO2 negative we need Reforestation, Rehabilitation, Capture in Soil
and CCS.

Q All four Impact Investing Quadrants contribute to this new paradigm. /

Investment opportunity
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Who are we...

Dr. Margarethe Rammerstorferhas been a profess@ndresearcher for more than 10
years, focusing on incompletearkets,energyfinanceand alternative investmentsector,

developing new ideas with the aim of implementing them in practice. Her teaching

portfolio includes courses on Bachelbfaster, PhD and MBA levels.

Dr. Rammerstorfehas published numerous scientific articles in the field of energy finance and incomplete markets

ranging from empirical tests of theoretical models to reakld financial performance assessments.

In addition to her teaching responsibilities and research activities at the Vienna University of Economics and
Business, shieas aractiverole inthe university's seladministration and is responsible for developing reswvell as
adaptingexisting study plans and strategies. In her former positid@lul University Vienna, she@asresponsible

for the InternationalManagement programandworked as a Departmertieadat the same institute.
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Karen Wendis the editor of the Sustainable Finance Series with Springer Science and

Who are we...

Business Media, a series dealing with new concepts in Economy, Investment, Finance
Strategy, Management, Leadership, Exponential Tech, Behavioral Finance allowing the
economy and business to merge profit and purpose with the Paris Climate Agreement,

Sustainable Development Goals and Choice Architecture by Application of Theories o

Change.

Beingan investment banker with more than 20 years experience Karen is the also the editor of Bestsell
Responsible Investment Banking and an expert in the management of environmental and social risks,
sustainable finance and positive impact investing. In 2003, she was instrumental in the development o
the Equator Principles the risk management gold standard in Investment, which she implemented in tw
top tier financial institutions, putting preaching into practice and applying robust change management

procedures. Karen is keynote speaker, advisor and leadecshigh.



<

ECCOScience e.V. Profile

ECCOScienaeV. implementsresearchprojects on Innovation and SustainableDevelopmentGoals,Paris
ClimateAgreementand"ImpactInvesting“on behalfof academiamultilaterals,companiesand institutions.
ECCOScienaeV.was founded in November2016 by Prof Dr. Margarethe Rammerstorferand Prof Karen
Wendt as a non-profit organization Through its founders, ECCOScienceV. provides a direct link to

professionahetworksin Viennaand Munich.

In its researchprojects, the associationprimarily focuseson SDGEconomicsaand COP21 implementation
through innovation as well as supportinginvestorsand financialintermediaries,companieswith (indirect)
accesdo capitalmarkets,aswell asinternational organizationsand institutions. ECCOScien&eV. provides
researchon developmentof sustainable(triple bottom line investing), SDGEconomicsand application of
theoriesof change("positiveimpactinvesting") Researclof the constructionof sustainablevaluechainsin
all areasof the economyand creation of an advancedportfolio engineeringapproach The promotion of

sustainablevaluesin sociallife throughresearchprojectsand stakeholderdialogues






