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Current > Offers blend of financial and social

state of returns
_ » Business and investment models
social increasingly understood & refined

investment » Gap between investors’ and
enterprises’ requirements
narrowing

» investors expressing interest
» Two new developments:
Big Society Bank, public sector
opportunities
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Aims of
the
project

To ask institutional investors:

 What do they think about social
investment?

 What stops them from engaging?

 \What kind of investment products
suit investors?

e How well do current vehicles suit
them?

To recommend ways to increase
engagement in social investment
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Context of the project

Demand & Investing for Impact Financing the Social

supply of social Impact Investments Big Society Investment
Task Force

finance _ J P Morgan, CAF
NPC, 2011 Bridges, 2010 Venturesome,

Parthenon & 2010 2000 and 2010

i i : . Growing the social : .

Growing Social Tax incentives : Twenty Catalytic s e

Ventures — investment market Fetanhalide
- in social Investments Investing

enterprise Cabinet office,
b 2011 NESTA, 2011 Robeco, Booz

Foundation, 2011 NESTA/ CSFII,
2010 &Co, 2009

. . ) . Investing for -
Responsible Financing Social Impact Investing in

Investments by Enterprises Civil Society
Monitor

Charities
Bank of England, Institute, 2009 BWB, NESTA, 2011

EIRIS,2009 2003

. . Investing for :
Mission Protecting our Money for 1me o @ Dev_elo Lele
Possible best Interests Good T coolEn soc_|al equit

=0Clely capital market

NEF,2008 Fair Pensions, Hope Foundation, Nesta, 2011

2011 2010 NEF , 2006
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Drivers for
social
enterprise
investment

M Client or internal
demand for impact
investing

B Market
positioning/competitive
advantage

B Revenue potential from
impact investing
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Barriers to
increased
take up of
social
investment

M Liquidity weakness

B Compromised financial
returns

M Social impact not easily
guantified

B Weak investment
propositions
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Investors’
priorities in
an
investment
vehicle

Availability of advice

level of engagement
Structure of funds

Social impact methodology
Access to products

Social Mission

Tax incentives

Reputation of fund provider
Investment range

Liquidity

Perception of risk

Rate of return
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Investors’
key features

Although no one size fits all, investors in
general sought :

» Liquidity — helps with risk

» Robust social impact measurement

» Large scale investment opportunities

» Expected returns near to market rate AND

> Protection of downside risk
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Protection of the Downside -
\ ...to this line

c

| —

-

]

O]

| — .

= You investors

S prefer this line... =
- w—

% - position with d

. YO e
= Aless ":kvrztums but redu
i guarant® upsides
0 i ”
Social return
-100%

CleartySo



EXAMPLE OF UNDERWRITING IN SOCIAL INVESTMENT:
INTERNATIONAL FINANCE FUND FOR IMMUNISATION

l/ Prime Rate ‘

Adapted from Bridges Ventures, Parthenon, GIIN Report, Investing for Impact, case study across asset classes, 2010
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How do existing
products
measure up?

e Until recently, a shortage of investment products — see Annex

e Many tailored for philanthropic and social investors — now widening
 Expected rates of return seen as low, once risk accounted for

e Little use of guarantee, underwriting or ‘tiered’ financing to mitigate risk
e Liquidity limited, even ethical shares are difficult to trade - platforms

* Direct investments into social enterprises are small scale — pooled funds

MANY NEW INITIATIVES UNDER DEVELOPMENT TO TACKLE THESE ISSUES
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Investment
Opportunities
public sector
spin-outs

» Open Public Services White Paper

» Offers investors large scale
investment opportunities

» Real opportunity to shape new
service delivery

» Timing is critical

> Need to create more tailored
investment funds

» Incorporate mentoring and support
into investment

CleartySo



What could
accelerate take up
of social
investment?

» Greater use of underwriting

» Increasing range of and access
to products

» Clients expressing their interest

» Investors’ requirements and
integration of social impact

» Pooled products to offer scale
and diversification

» Opportunities from public
service contracts



Way forward

Profit ‘optimisation’ key for
sustainable returns

Highly innovative sector
Seek out new opportunities

Opening up of public sector
service widens the scope;

partnership key

Social impact gradually
integrating into mainstream

Collaboration will produce better
results faster



