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J With $715B In AUM, Impact
. Investors Stay The Course,

weees Despite The Pandemic, Says
cormmmne, ' The GIIN

Source: GSIA (2018)

It is estimated that the total size of the impact investing market is $715billion, according to the 2020
Annual Impact Investor Survey of The Global Impact Investing Network (GIIN).
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But first, a quick review of definitions

* Impact investing, like other forms of investing that integrate environmental, social
and governance (ESG? aspects into the investment process (e.g. responsible
investing) has (1) social and environmental as well as (11) financial aims.

* Impact investing differs from other forms of ESG investing in its prioritization
of its multiple objective functions. For instance, investors who signed the United
Nations Supported Principles for Responsible Investing (PRI) commit to the PRI’s
principles on six ESG ambitions only where “consistent with their fiduciary
responsibilities” as it is clearly stated in the principles’ preamble (PRI 2015).

* PRI signatories recognize ESG objectives as subordinate to fiduciary/financial
objectives, which contrasts them with impact investors who set financial and societal
alms on par.

* We define impact investing following Hebb (2013) as the sub-set of
environmental, social and governance (ESG) investing, which does not focus on
return for risk as primary single objective but exhibits a dual objective function b
aiming to simultaneously deliver (i) social and environmental benefits and (iigf
financial returns for a desired investment risk level.



s @ o ,

U[®P] UCD Michael Smurfit QUEEN'S

BUBLIN _ UNIVERSITY
Graduate Business School BELFAST

Who are Impact Investors?

We seek to answer three underexplored research questions:

1. What types of impact investing firms can be identified?

2. How do they differ in their investment style, ownership and organisational
structure from conventional and ESG investors?

3. How are the partnerships pursued by impact investors different compared to
those of ESG investors?
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Figure 1: Shortlisting methodology of private market investment firms included in dataset. Source: Authors with data from Pregin.

h

"

shartlist only those for which Pregin
collects total number of staff, address |
information and the year in which the
firm was established. (115 countries)

586 PMI impact firms

b
b
h

A

b

24,525 private markets investment (PMI) firms
from around the world from Preqin

(cross-sectional dataset as of 9 June 2019)
|

‘RH 9,146 PMI firms o

- a
N Jl

8,903 PMI firms

"
o,
.t

h

1,243 PMI ESG firms

4
4

o

| website research, shortlist enly thase

after applying impact, ESG  and
conventional classification  through

countries with at least 1 impact PMI
firm (&0 countries|.

L 4

7,074 PMI conventional firms




QUEEN'’S

UNIVERSITY
BELFAST

UCD Michael Smurfit
Graduate Business School

Exploratory analysis - top 12 Countries by impact inv. firms

Figure 2: Top 12 countries sorted by the percentage of impact PMI firms as a percentage of total PMI firms, for countries with more than 3 impact firms.

B Conventional Firms
ESG Firms
B Impact Investing Firms

NP29299D

South Africa Denmark Netherlands Switzerland Singapore France

dI999I

United Kingdom India Australia Canada United States Germany




& i o
J[@IB] UCD Michael Smurfit

Graduate Business School

QUEEN'’S
UNIVERSITY
BELFAST

DUBLIM

v

Exploratory analysis — country distribution by impact inv. firms

Table 1: Distribution of impact, ESG and conventional PMI firms across the world. Countries displayed
are only those with more than 5 impact firms and sorted by number of impact firms. Source: Authors
with data from Pregin.

Country Impact ESE Conventional
us 271 az1 3,308
LK g9 130 433
France 28 83 103
Canads 23 35 202
Metherlands 23 31 22
south Africa 17 21 27
Indiz 16 25 112
Switzarland 14 19 &0
Singepore 14 15 7o
Germany 13 63 200
Austrzlia 11 38 78
Denmark o 10 a0
Spain g 24 52
Maoraay E 10 g
Sweden & 5 57
Israel g 13 21
Finland g 15 40
Brazil & 20 &E
Mauritius 5 7 2

Japan 5 11 100
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Impact investment delivery model

Pyramid of Impact Investment Delivery Model

Form
strategic
partnerships
2.8 universities)

Target industries with
positive impact potential.

{#.g. cdleantech, agriculture,
farestry or education)

Avoid harmful industries.
(e.g. tobaceo and gambling)

invest for financial and extra-financial returns.
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Our statistical model

Our analysis is focused on unveiling which of the firm's investment strategy, ownership and
partnership characteristics make it more likely to be an impact investing firm. Our data is organised as a
cross sectional dataset of 9,146 private markets fund management houses around the world from the
Preqin data platform as of June 2019. We employ a binary logistic regression model with robust standard

errors. The full model specification is the following, where & is the stochastic error:

Fund Typgrmpnct.ﬂxﬂ.ﬂ'nn pentional — ﬁl:l + |BJ. * ln{Tf" tal Stﬂfﬂ + ﬁz * In{FiTm AH'E] +

By * Investment Strategy + B, * Firm Ownership 4+ B; + Firm Partnerships +

B * Country Effects + &;
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Investment style of impact vs ESG vs conventional PMI investors

Table 2: Country and asset class focus, firm size and firm age model

Model 13 Model 1b Model 1c Model 1d
Impact=1
Conventional & Impact =1 Impact=1 E5G =1
mModel variables ESG=10 Conventional = 0 ESG =0 Conventional =0
Log [Total staff) 0.3424%% 0.374%%% o223%%e o.21g%%*
[0.035) (o.036) (0.04E) (0.030)
Lag (Firm Aga) -0.084 0,005 -0.385% D.3BT***
[0.062) (0065} (o.075) (0.051)
PE FoCus -0.028E “0.127 0272 -D.ZEE%*
[0.171) [0.172) o.264) {0.133)
Real Estate FoCus -0.428%* -0.377* -0.495* 0.195
[0.190] {o.198) {0.266) {0.144)
Matural Resources Focus O.E7G***® 08524 -0.004 0.goq* e
[D.164) [D.1739) {o.104) (o.14m)
Infrastructure Foous -0.150 -0.519* 0.486 -1.030%**
[0.252) (0.276) (0.316) (0.257)
Ohbservations E,901 7,656 1,817 £,202
Pzeudo R-squared 0.107 0.139 0.0574 013z
Log-likelihood -1926 -1773 -1068 -3037

Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1. We employ a logistic regression model.
Mote: we display those countries which had at least one statistically significant result across any of the models
1a-d. Several countries have been omitted from the regression due to multicollinearity.
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Target industry investment focus models

Model 2a Model 2b Model Zc Model 2d
Industry focus variables Impact=1
Conventional & ESG Impact=1 Impact=1 EsG=1
=0 Conventional = 0 ESG=0 Conventional = 0
Imipact Industries
Agriculture and Forestry 1.13g%"* 13570 0.763*"" Q57"
(0.125) [D.131) [0.145) {D.109)
Cleantach 0.741% 0848 0351 05264
(0.123) [D.127) [0.147) [D.00E)
Education 0.255* 0370 0.nE2 02704
[0.134) [D.138) [0.147) {D1097)
Food and Mutriticn 0171 0.207* 0.015 0.150
(0.122) [D.126) [0.143) {D.096)
Healthcare 0.002 -0.079 0050 -0.013
[0.110) [D.113) [0.127) {D.o79)
Wasts Managemeant -1.493* -1.861"" -0.831 -1.420%*
(0.B0E) [D.839) [0.657) [D.680)
Water 0447 -0.529 -0.364 0359
(0.734) [D.859) [0.588) (0.637)
Fossil Fuel industries
Extractives and Fossil Fuel Energy 0.068 0.063 -0.083 0.200%*
(0.123) [0.127) [0.150) {Dio92)
“5in" Industries
Gambling -1.025* -1.BE36 -1.870* -0.04%
[1.004) [1.133) [1.039) {0.383)
Tobacco Mo Imipact Invasting Mo Impact Investing Mo Impact Investing 0040
Firmi Invedved in Firm Invobed in Firm Invelved in
Tobacoo Tobacco Tobacoo (0663
Weapons -1.1B2 -1.174 -1.199 -0.384
[1.085) [1.125) [1.084) {D.506)
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Ownership of impact vs. ESG vs. conventional PMI Firms

Model 3a Model 3b hModel 3c Model 3d
Owenership Variables Impact=1 Impact=1 Impact=1 EsG=1
Conventional & ESG =0 Conwventional =0 EsG=0 Conventional =0
Bank Spin-off 0.710 0.883* 0.397 0.550
{0.510) (0.520) [0.653) [0.428)
Captive Arm of Bank -0.203 -0.070 -0.151 0.296
{0.501) (0.519) [0.579) [0.348)
Captive Arm of Corporation 0.514 0.613* 0308 0.500*
(0.321) (0.233) [0.242] [0.257)
Captive Arm of Government 1.Gggqeee 1.645%= 1.411%* 0.a77*
{0.420) (0.204) (0.597) [0.285)
Corporste Spin-off 0.547%* 1.113%=* 0.311 0.851**
{0.298) (0.408) [0.527) [0.235)
Government Spin-off 2.153*= 2.071** 1629 23588
{0.572) (0.564) [1.121) [2.1439]
Indep=ndent Firm 0.555** 0.79E*** 0.339 0.453**
(0.253) (0.307) [0.411) (0.248)
Constant -3.S7gee -3.504q%*e -1.197* -2.527%
(0.4E5) (0.491) [0.553) [0.352]
Country Controls YE3 YES YE= YE=
Firm Age and Size Controls YES YES YES YES
Asset Class Controls YES YES YES YES
Obserations 8,001 7,656 1817 8,232
Ps=udo R-sguared 0.110 0.143 0.0605 0133
Log-likelihood -1517 -1764 -1085 -3032

Robust stamdard errors in parentheses.

= 0001, ** p<0.05, * p=0.1. Logistic regressicn model.
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Partnerships for impact investing delivery models

Model 4a Model 4b
Partnership Variables Impact=1 Impact =1
ESG =10 ESG =0
Partnerships mention 0.252%"
{0.116)
Partnerships with Corporations 0.387*
{0.213)
Partnerships with Industry Associations -0.198
[D.321)
Partnerships with Other Investors 0,072
(0.197)
Partnerships with Academic Institutions 0.514*
[D.302)
Partnerships with Government 0.064
(0.351)
Partnerships with NGOs 0.143
(0.180)
Partnerships with Finance and Business
Services Consultants 0.268
{0240}
Constant -0.746 -0.837
{1.375) {1.203)
Country Controls YES YES
Asset Class Controls YES YES
Firm Crermership Controls YES YES
Employess and Firm Age Controls YES YES
Observations 1,817 1,817
Peeudo R-squared 0.0626 00649
Log-likelihood -1062 -1060

Robust standard errors in parentheses. *** p<0.0d, ** p<0.05, * p<0.1. Logistic regrassion model.
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Impact investment delivery model

Pyramid of Impact Investment Delivery Model

Form
strategic
partnerships
2.8 universities)

Target industries with
positive impact potential.

{#.g. cdleantech, agriculture,
farestry or education)

Avoid harmful industries.
(e.g. tobaceo and gambling)

invest for financial and extra-financial returns.
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Thank you very much for your attention!

We are delighted to take any questions.

Dr Theodor Cojoianu, Assistant Professor in Finance, Queen’s University
Belfast & Visiting Research Fellow, University College Dublin

t.cojoianu@qub.ac.uk

Prof Andreas Hoepner, Full Professor in Operational Risk, Banking and
Finance, University College Dublin & Member of the EU Technical Expert
Group on Sustainable Finance

Dr Yanan Lin, Postdoctoral Research Fellow, University College Dublin
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