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In a world facing urgent socml and environmental chollenggs impc
investing is transforming the role of capital allocation: Besides financial
returns, investing is increasingly seen as a powerful tool to drive meaningful
impact to our surréoundings.

What is
impact investing?

{4 > e
Impact investments are designed to generate measurable social and We make a I|V|ng b)’
environmental benefits alongside financial returns. These investments span what we get, but we
across both emerging and developed mgrkets, \{wth a wide range of financial make a life b)’ what
returns, depending on the nature of the impact investments. o,

we give.

As the impact investing market expands, it channels capital toward solving
global environmental and social challenges, including sustainable agriculture,
renewable energy, environmental conservation, microfinance, and essential
services such as housing, healthcare, and education. By aligning financial
growth with the ability to drive meaningful change, impact investing can
transform capital into a force for sustainable progress.

- Winston Churchill

Steve Brice Trang Nguyen
Global Chief Investment Officer Senior Portfolio Manager, Multi-Asset
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Why does impact investing
matter?

Impact investing redefines the traditional boundaries between philanthropy
and financial markets, illustrating that capital can be a powerful catalyst
for both economic returns and societal good. This approach challenges the
outdated notion that social and environmental issues should be addressed
solely through charitable donations or government aid, while investments
focus exclusively on profits.

The impact investing landscape has experienced remarkable growth, reflecting its increasing appeal
among diverse investors. As of 2024, the Global Impact Investing Network (GIIN) reports that over
3,900 organizations manage approximately $1.57 trillion in impact investing assets worldwide,
marking a 21% compound annual growth rate since 2019.

This burgeoning market offers a wide array of opportunities for investors to align their financial
objectives with meaningful social and environmental outcomes:

Financial institution

Banks, pension funds, financial advisors, and wealth managers can provide clients - both individuals
and institutions — with investment options that support environmental and social development such
as renewable energy, affordable housing, and accessible healthcare.

Institutional investors and family foundations

Entities like the Bill & Melinda Gates Foundation exemplify how substantial assets can be leveraged
to advance core social and environmental values while maintaining or growing their endowments.

Government investors and development finance institutions

Organizations such as the Overseas Private Investment Corporation (OPIC) have committed
significant resources to impact investing, providing proof of financial viability for private-sector
investors while targeting specific social and environmental goals.

e -— - e,
2 >3900 v ~51.57tn @ 2(%
organizations impact investing assets v compound annual growth
worldwide rate since 2019
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What are the core characteristics
of impact investing?

Impact investing is distinguished by four fundamental characteristics that
promote both financial returns and measurable social or environmental
benefits:

Intentionality

Impact investing is driven by a clear purpose: investors actively seek to generate positive social or/
and environmental outcomes through their investments. Unlike traditional investing, where impact
may be incidental, impact investors deliberately allocate capital to address critical global challenges
such as climate change, poverty alleviation, and healthcare access.

Range of return expectations and asset classes

Impact investments span a broad spectrum of financial returns, from below-market (concessionary)
to risk-adjusted market rates, depending on investor goals. These investments are made across
diverse asset classes, including cash equivalents, fixed income, venture capital, and private equity.
According to the Global Impact Investing Network (GIIN), over 70% of impact investors pursue
market-rate returns, demonstrating that financial success and positive impact are not mutually
exclusive.

Fig. 1
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Source: Global Impact Investing Network (GIIN), 2024.

Investment with return expectations

Unlike philanthropy, impact investments can be structured to generate financial returns—either at or
above market rate or, at minimum, a return of capital. This ensures the sustainability and scalability
of impact-driven enterprises. Data from the Cambridge Associates Impact Investing Benchmark
indicates that private equity and venture capital impact funds have delivered competitive returns
comparable to traditional investment benchmarks.
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Impact measurement and management

A defining feature of impact investing is the rigorous measurement and reporting of social and environmentall
performance. Investors commit to transparency and accountability, using standardized metrics such as IRIS+ (Impact
Reporting and Investment Standards) or frameworks like the UN Sustainable Development Goals (SDGs). Effective impact
measurement not only validates the success of investments but also helps refine strategies for maximizing future impact.

Is impact investing the same as ESG (Environmental, Social & Governance) investing?

No, it is not. Impact investing proactively drives change, while ESG investing integrates ESG
considerations into the investment process to enhance risk-adjusted returns.

outcomes
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What are the most common
impact investing strategies?

The effectiveness of impact investing lies in strategically deploying capital to
generate measurable social and environmental benefits alongside financial
returns. While numerous strategies exist, a few stand out as the most widely
used and effective in achieving sustainable impact.

Investing in high-impact sectors
Energy, financials and healthcare

Investing in high impact sectors involves directing capital into sectors aligned with long-term
sustainability megatrends, such as clean energy, financial inclusion, and healthcare. This approach
has seen explosive growth, with sustainable fund assets reaching $3.1 trillion by 2023 (Morningstar).
Investors target themes that align with the UN Sustainable Development Goals (SDGs), such as
affordable clean energy (SDG 7) and quality education (SDG 4). According to TIIN, the largest
proportion of impact AUM is allocated to energy (21%), followed by housing (149%) and financial
services including micro finance (149%). As demand for sustainability-driven investments rises,
investing into high impact sectors may offer investors long-term growth potential.

Fig.2

Asset allocations by sector

Proportion of AUM VS Proportion of investors

21% Energy 50%

14% Housing 34%
14% Financial services, including microfinance 53%

12% Healthcare 54%

Food & agriculture 53%

% Education 45%

5%

Information & communication technologies 33%

Infrastructure 32%

3%

Manufacturing 27%

1% Forestry & timber 15%

1%

Water, sanitation & hygience 26%

15% Other 46%

Note: The percentage of respondents allocating at least some impact AUM to each sector is shown, compared with the proportion of impact AUM allocated
to the sector. Respondents may allocate to multiple sectors. This figure excludes five outlier organizations and six organizations that did not provide
allocations data. “Other” sectors include investments relating to climate change, the circular economy and real estate.

Source: Global Impact Investing Network (GIIN), 2024.
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Impact-first investing
Prioritizing social outcomes over immediate profits

Impact-first investing, often referred to as venture philanthropy, prioritizes social
outcome over financial returns. This approach has been crucial in financing
early-stage social enterprises tackling poverty, healthcare, and education gaps.
Organizations like Acumen, which has deployed over $146 million into impact-
driven businesses, exemplify this model. Meanwhile, blended finance — where
philanthropic capital de-risks investments to attract commercial investors —is
helping scale these initiatives. The GIIN reports that more than 40% of impact
investors now employ concessionary capital strategies, signalling a shift toward
prioritizing social good over immediate profits.

Green, Social and Sustainable (GSS) bonds
Financing scalable impact solutions

The explosion of GSS bonds is transforming impact investing, providing scalable
financing for projects ranging from affordable housing to renewable energy.

In 2023 alone, green bond issuances surpassed $500 billion, marking a historic
milestone (Climate Bonds Initiative). Social Impact Bonds (SIBs), or “pay-for-
success” models, are also gaining traction — where investors earn returns only if
predefined social outcomes are met. The UK's Peterborough Social Impact Bond,
for example, successfully reduced prisoner reoffending rates by 9%, proving

that private capital can drive measurable public sector improvements. With
institutional investors increasingly allocating funds toward these form of impact
bonds, this trend is expected to further accelerate.
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Other ESG investing approaches
which complements Impact
Investing

ESG integration
Driving long-term value through
responsible investing

Environmental, Social, and
Governance (ESG) integration
has become a cornerstone of
institutional investing, with over
S35 trillion in ESG assets under
management globally (GSIA,
2023). By embedding ESG criteria
into financial analysis of impact
investments, investors mitigate
risks associated with regulatory
changes, climate impact, and
corporate governance failures.
A Harvard Business Review study
found that companies that can
better manage their ESG risks
experience lower volatility and
outperform peers over the long
term.



How have impact investments
performed?

Many assume that seeking sustainability outcomes in investments will
inevitably lead to lower financial returns due to added complexities and
resource demands. However, evidence suggests that impact investing can be
both financially viable and strategically beneficial.

According to the Global Impact Investing Network (GIIN), private equity led with 17% average returns
(12% median), driven by market-rate investors at 19%, while below-market investors saw 8%—both
missing their targets of 21% and 10%, respectively. Deposits and public debt underperformed, while
equity-like debt and private debt met expectations. Notably, real assets (+2%) and public equity
(+1%) exceeded projections, demonstrating that impact-driven investments can be competitive.

Beyond financial performance, integrating impact priorities enhances market insight, risk
management, and long-term resilience. By aligning capital with sustainable and socially responsible
initiatives, investors can gain deeper industry knowledge, anticipate emerging risks, and position
themselves for enduring success in an evolving global economy.

Fig.3

Target and realized gross financial returns

19%
7%
1% 1%
9% @ 9% 10% 9%
7% 7% 7% 5
5% 6%
4%
\ \ \ \ \ \ \

Deposits & cash Equity-like debt Private debt Private equity Public debt Public equity Real assets

equivalents

’ Target ' Actual

Note: Error bars show the 10th to 90th percentile. Returns show actual realized returns for each asset class over a three-year-
period.
Source: Global Impact Investing Network (GIIN), 2024.
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What are the key trends

representing the future of impact
investing?

Over the next three to five years, investors will need to navigate impact
investing landscape shaped by new regulations, evolving market demands,
and innovative financial structures. From biodiversity conservation to climate
tech, these emerging trends will define the future of sustainable finance.

The rise of natural capital and biodiversity investing
With the biodiversity market projected to reach $93 billion by 2030 (World Economic Forum),

investors are increasingly drawn to nature-based solutions such as reforestation, regenerative
agriculture, and carbon offset markets. Major asset managers are already launching biodiversity-
focused funds, responding to the trend driven by mounting regulatory pressures and corporate
sustainability commitments. As companies seek to mitigate environmental risks, nature-positive
investments are poised to become mainstream.

Social and affordable housing investments
Over 1.6 billion people worldwide lack adequate housing (UN-Habitat), pushing governments and

private investors toward scalable solutions. Green-certified, low-income housing developments are
emerging as a key focus, particularly through public-private partnerships (PPPs). Institutional players
are allocating billions toward affordable housing projects, recognizing both the social imperative
and the long-term financial potential of this sector.

Despite the $2.5 trillion annual SDG funding gap (World Bank), institutional investors remain cautious
due to perceived risks in emerging markets, such as currency volatility and political instability. To
bridge this gap, development finance institutions (DFls) and philanthropic organizations, including
the International Finance Corporation (IFC) and the Bill & Melinda Gates Foundation, are increasingly
structuring deals that combine concessional capital, government grants, and private investments.
These financial models not only lower risk but also unlock capital for high-impact sectors like
healthcare, renewable energy, and infrastructure in under-invested regions.

@ The growing role of blended finance in de-risking emerging market investments
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More sophisticated impact measurement and ESG reporting

As regulatory frameworks such as the EU Sustainable Finance Disclosure Regulation (SFDR) and SEC
ESG disclosure rules take effect, investors are demanding greater transparency and standardized
impact data. This shift is driving the adoption of Al-powered ESG analytics and blockchain-based
impact tracking tools, which promise real-time monitoring and accountability. Firms like MSCI and
Sustainalytics are leading this movement, helping investors navigate the growing demand for
verifiable impact reporting.

Climate-tech and transition investing

According to PwC, climate-tech and transition investments are set to dominate the impact investing
space, with the market expected to exceed $1.5 trillion by 2030. As governments push for net-zero
emissions, investors are pouring capital into next-generation solutions, including hydrogen energy,
carbon capture, usage & storage (CCUS) technologies, and battery storage innovations. Brookfield’s
$24.8 billion Global Transition Fund is a prime example of the scale at which investors are backing
climate solutions, recognizing that clean energy is not just an environmental necessity but also a
lucrative long-term bet.
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Conclusion

Impact investing is poised to play a pivotal role in the next
decade, reshaping the way capital drives meaningful
impact to our surroundings.

As global challenges demand urgent attention, investors increasingly recognize that financial
returns and positive sustainability outcomes are not mutually exclusive. With key characteristics like
intentionality, measurable outcomes, and a range of return expectations to suit clients’ investment
profiles, impact investing offers unique opportunities to drive growth and purpose. The next decade
will witness an acceleration of impact investments that not only achieve financial performance but
also advance solutions to pressing global issues. Impact investing is not just a trend - it is the future
of sustainable, purpose-driven finance. The time to engage is now.
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prospectus (as defined in the SFA). This document is not, nor is it intended to be (i) an offer or solicitation of an offer to buy
or sell any capital markets product; or (i) an advertisement of an offer or intended offer of any capital markets product.
Deposit Insurance Scheme: Singapore dollar deposits of non-bank depositors are insured by the Singapore Deposit
Insurance Corporation, for up to S$100,000 in aggregate per depositor per Scheme member by law. Foreign currency
deposits, dual currency investments, structured deposits and other investment products are not insured. This advertisement
has not been reviewed by the Monetary Authority of Singapore. Taiwan: SC Group Entity or Standard Chartered Bank
(Taiwan) Limited (“SCB (Taiwan)”) may be involved in the financial instruments contained herein or other related financial
instruments. The author of this document may have discussed the information contained herein with other employees or
agents of SC or SCB (Taiwan). The author and the above-mentioned employees of SC or SCB (Taiwan) may have taken
related actions in respect of the information involved (including communication with customers of SC or SCB (Taiwan) as to
the information contained herein). The opinions contained in this document may change, or differ from the opinions of
employees of SC or SCB (Taiwan). SC and SCB (Taiwan) will not provide any notice of any changes to or differences between
the above-mentioned opinions. This document may cover companies with which SC or SCB (Taiwan) seeks to do business
at times and issuers of financial instruments. Therefore, investors should understand that the information contained herein
may serve as specific purposes as a result of conflict of interests of SC or SCB (Taiwan). SC, SCB (Taiwan), the employees
(including those who have discussions with the author) or customers of SC or SCB (Taiwan) may have an interest in the
products, related financial instruments or related derivative financial products contained herein; invest in those products at
various prices and on different market conditions; have different or conflicting interests in those products. The potential
impacts include market makers’ related activities, such as dealing, investment, acting as agents, or performing financial or
consulting services in relation to any of the products referred to in this document. UAE: DIFC - Standard Chartered Bank is
incorporated in England with limited liability by Royal Charter 1853 Reference Number ZC18.The Principal Office of the
Company is situated in England at 1Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is authorised by the
Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority.
Standard Chartered Bank, Dubai International Financial Centre having its offices at Dubai International Financial Centre,
Building 1, Gate Precinct, P.O. Box 999, Dubai, UAE is a branch of Standard Chartered Bank and is regulated by the Dubai
Financial Services Authority (“DFSA”). This document is intended for use only by Professional Clients and is not directed at
Retail Clients as defined by the DFSA Rulebook. In the DIFC we are authorised to provide financial services only to clients
who qualify as Professional Clients and Market Counterparties and not to Retail Clients. As a Professional Client you will not
be given the higher retail client protection and compensation rights and if you use your right to be classified as a Retail
Client we will be unable to provide financial services and products to you as we do not hold the required license to undertake
such activities. For Islamic transactions, we are acting under the supervision of our Shariah Supervisory Committee. Relevant
information on our Shariah Supervisory Committee is currently available on the Standard Chartered Bank website in the
Islamic banking section. For residents of the UAE - Standard Chartered UAE (“SC UAE") is licensed by the Central Bank of
the UAE. SC UAE is licensed by Securities and Commodities Authority to practice Promotion Activity. SC UAE does not
provide financial analysis or consultation services in or into the UAE within the meaning of UAE Securities and Commodities
Authority Decision No. 48/r of 2008 concerning financial consultation and financial analysis. Uganda: Our Investment
products and services are distributed by Standard Chartered Bank Uganda Limited, which is licensed by the Capital Markets
Authority as an investment adviser. United Kingdom: In the UK, Standard Chartered Bank is authorised by the Prudential
Regulation Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority. This
communication has been approved by Standard Chartered Bank for the purposes of Section 21 (2) (b) of the United
Kingdom'’s Financial Services and Markets Act 2000 (“FSMA”) as amended in 2010 and 2012 only. Standard Chartered Bank
(trading as Standard Chartered Private Bank) is also an authorised financial services provider (license number 45747) in
terms of the South African Financial Advisory and Intermediary Services Act, 2002. The Materials have not been prepared
in accordance with UK legal requirements designed to promote the independence of investment research, and that it is not
subject to any prohibition on dealing ahead of the dissemination of investment research. Vietnam: This document is being
distributed in Vietnam by, and is attributable to, Standard Chartered Bank (Vietnam) Limited which is mainly regulated by
State Bank of Vietnam (SBV). Recipients in Vietnam should contact Standard Chartered Bank (Vietnam) Limited for any
queries regarding any content of this document. Zambia: This document s distributed by Standard Chartered Bank Zambia
Plc, a company incorporated in Zambia and registered as a commercial bank and licensed by the Bank of Zambia under
the Banking and Financial Services Act Chapter 387 of the Laws of Zambia.

InvesTips: Impact investing: Profit with purpose | June 2025 15



