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Chris Hayward
Policy Chairman - City of London Corporation

The City of London Corporation is proud to support
impact finance in the UK. The benefits of impact
investment range from investment returns to
investors; the mobilisation of greater private capital for
underfunded social issues; and positive contribution of
the impact investment and social enterprise industry to
the economy and labour market.

The UK has an incredible opportunity to build this sector
further, help mainstream impact investing globally and
use this important pool of capital to address domestic
policy issues. There is acute pressure on public purses to
deliver action on climate change and inequality of wealth
and opportunity. Impact investing presents a tested
model for the financing of purpose-driven businesses
and projects, expansion of the impact economy and
delivery of outcomes for people and the planet.

Our Finance for Impact initiative is focused on cementing
the UK's position as a global leader in impact investing
and scaling private capital for social outcomes. Our aim
for this report is to highlight the UK's offer for impact
finance and the value of being a Centre of Excellence in
impact investing.

We would like to extend our thanks to our coalition

of market builders and investors supporting the
programme including the Impact Investing Institute,
BVCA, Better Society Capital, and Impact VC. We are also
grateful for the BVCA and their collaboration on this
report.

Michael Moore
Chief Executive - BVCA

We are proud of the significant strides made in advancing
impact investing in the UK. Private equity and venture
capital are at the heart of this transformative approach,
which aligns financial returns with meaningful social and
environmental outcomes.

Impact investing supports the UK by directing capital
towards businesses that drive positive environmental
and social outcomes. This helps to address a range of
challenges currently holding back economic growth

such as, the strain on public services, the inequality of
opportunities and the sustainable transition to a green
economy. With the backing of private equity and venture
capital, providing the platform for broadening the

scope of what impact investing can achieve, the sector
continues to mature and drive results.

There is an opportunity now for a global leader to build
the next stage of the impact investing ecosystem and
showcase what good can and does look like. As the

UK continues to evolve as a hub for impact investing,
creating an environment that supports scaling these
investments will amplify their benefits.

We are committed to helping this sector to scale and
become mainstream, which aligns with the objectives

of the Finance for Impact work and our work at the

BVCA. We would like to thank our partners at the City of
London Corporation for their important work in this area,
alongside the Impact Investing Institute, Better Society
Capital, and Impact VC for their important and valuable
contributions.
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1. Executive summary

The UK, along with a range of countries, is facing
challenges related to economic growth, overstretched
public services, rising inequalities and a significant push
to transition to net zero emissions. In the context of
this, there is a strong imperative to work together to
build an investment ecosystem that prioritises its effect
on people and planet and drives progress on the UN
Sustainable Development Goals (SDGs).

Impact investing is investment made with the
intention to generate positive, measurable social and
environmental impact alongside a financial return.
Private Capital - through impact investing - is able to
support with these challenges and deliver financial,
economic, and social value to the UK.

The aim of the report is to encourage further
collaboration in the impact economy, to invite investors
interested in sustainable finance and impact investing
to consider the UK for the establishment of funds,
products, and services and for the UK to continue to
lead the way in market development.

This report demonstrates the opportunity for the UK
to continue to lead and grow its position as a Centre of
Excellence in impact investing. A Centre of Excellence,
in summary, has specialised expertise delivering
outstanding research and practice. The report assesses
the UK against five criteria of a Centre of Excellence in
impact investing including: clear mission, knowledge
and expertise, scale, leading talent, and capacity
building.

Market trends that could be harnessed by the UK for
further growth of the global impact investing market
are outlined in the conclusion of the report. These
include:

1. Championing innovation in financing social and
environmental goals; Primrose Hill, London, UK.
2. Meeting the demand for impact and purpose
driven jobs; and
3. Leading the conversation on best practice and “
moving the dial forward.
This report demonstrates
the opportunity for the
UK to continue to lead
and grow its position as
a Centre of Excellence in

impact investing.”
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2. What is impact investing?

Impact investing is investment made with the intention to generate positive, measurable social
and environmental impact alongside a financial return.” Many stakeholders also link it to the
concept of an impact economy. ‘Impact economy’ describes a capital system in which social and
environmental outcomes are given as much prominence as traditional economic output metrics
such as Gross Domestic Product (GDP).2 The rewiring of the economy to deliver on climate
stability, resource security, healthy ecosystems and social goals (food and water, wellbeing, and
decent work etc.) is a helpful model to further understand the impact economy.?

As the effects of climate change and growing inequality become more pervasive, investors are
increasingly recognising the dual importance of driving positive social and environmental impact
and financial returns. Businesses with a social mandate or product are also growing, in number
and scale, and looking to scale up further to address these global challenges. The impact
economy therefore includes a range of actors contributing to solutions to these global issues
including investors, philanthropists, charitable organisations, governments, social enterprises
and businesses with products or services delivering a social and/or environmental outcome.

Key actors in impact investing

Figure 1: Key actors
in impact investing *

ASSET AND
CAPITAL OWNERS

Organisations that
provide the capital to be
invested directly or via
an asset manager

)
Al

CAPITAL MANAGERS
(DIRECT & INDIRECT
MANAGERS)

Organisations that invest
directly / indirectly

(e.g. via intermediaries,
funds) into projects,
organisations and real
assets

®
1=

RECIPIENTS
OF CAPITAL

Projects; organisations
and / or real assets that
are being invested into

Example actors:

Example actors:

Example actors:

=

THE ULTIMATE
BENEFICIARY
OF THE CAPITAL

People, communities,
environment that are
benefitting from the
underlying investments

Example actors:

* Pension funds * Investment / * Public and private * Underserved
+ Public sector Fund managers enterprises communities
+ Corporate + Pension fund managers + Elderly people
+ Non-profit + Banks + Children and youth
* Insurance companies * Insurance companies * Ex-offenders
* Retail + Private clients * Nature / ecosystems
+ Private clients + Private equity / venture / climate
capital
+ Development Finance
Institutions
Capital owners may also invest directly
Governments / Policy makers Ratings q
OTHER / Regulators agencies Advisors
IMPACT
INVESTING
ACTORS* Trade bodies Data Medi
P = edia
/ associations providers

*non-exhaustive

" GIIN. (2024). What you need to know about impact investing.

2 UBS. (2020). The rise of the impact economy.

3Cambridge Institute for Sustainability Leadership, & University of Cambridge. (2015). The model: Ten interconnected tasks.
4Impact Investing Institute, EY, & Better Society Capital. (2020). Estimating and describing the UK impact investing market.


https://thegiin.org/publication/post/about-impact-investing/
https://www.ubs.com/global/en/sustainability-impact/impact-economy.html
https://www.cisl.cam.ac.uk/resources/cisl-frameworks/rewiring-the-economy/rewiring-the-economy-model
https://www.impactinvest.org.uk/wp-content/uploads/2023/04/Estimating-and-describing-the-UK-impact-investing-market.pdf
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The role of impact investing alongside other forms of investment is to fund solutions to social and

environmental challenges. The Spectrum of Capital visual exemplifies this point.

Figure 2: Spectrum
ofgCapitaI P

Spectrum of Capital

& Seek competitive risk-adjusted returns

(*Impact can accept
disproportionately
risk adjusted returns)

Responsible Sustainable

Accept partial capital
preservation or in
some cases full loss
of capital.

Act to avoid harm

Benefit Stakeholders

IMP Impact
Classification

Intentions /
Sustainability
Objectives**
(SDR edition)

Sustainability Improver

For products investing in assets that have
the potential to improve environmental
and/or social sustainability over time.
Assets must be selected based on evidence
that they have the potential to improve
and meet a robust, evidence-based

standard over time.

Sustainability
Focus

For products
investing mainly in
assets that are
environmentally
and/or socially
sustainable,
determined using
a robust,
evidence-based
standard. The
product may invest
thematically, but to
qualify for the
label, the requisite

Contribute
to Solutions

Sustainability
Impact

For products
investing mainly in
solutions to
problems affecting
people or the
planet and seeking
to achieve a
pre-defined,
positive, measura-
ble impact (where
there is both
investor contribu-
tion and enterprise
contribution).

proportion of
assets must still
meet the relevant
sustainability
standard(s).

——— TheImpact Economy —4M8M8 ¥ M

**To qualify for any given SDR label, at least 70% of a product’s gross asset value must be invested in accordance with the relevant sustainability objective and the product must meet
the other SDR general criteria and label-specific criteria. If a product invests across more than one SDR sustainability objective (with at least 70% of GAV), then it will qualify for the
“Sustainability Mixed Goals” label provided it meets the SDR general criteria and label-specific criteria.

This Spectrum of Capital is based on the original Spectrum of Capital by Bridges Fund Management and The Impact Management Project 2017. As part of this update, the BVCA with
support from the Impact Investment Advisory Group (IIAG), have chosen to include the SDR labels to help illustrate where impact investing fits within private capital. This is not meant
to be a regulatory map, but a diagram to help illustrate this message. All of these investment strategies can be executed across a variety of asset classes, including debt, private equity,
venture capital, infrastructure, and real estate.

IMP Definitions

Contribute to solutions

Improving the well-being of a
group of people or the condition
of the natural environment so
that the outcome is within the

Benefit stakeholders

Maintaining or causing improved
wellbeing of a group of people
and/ or the condition of the
natural environment, so that it is

Act to avoid harm

Identifying where the organisation
(or asset) is causing harm to
people’s well-being and the
condition of the natural

Does or may cause harm

If an unsustainable outcome is
not improving or if there is no
performance information for an
outcome.

environment and improving those
outcomes so that they are getting
nearer the sustainable range
established by the societal or
ecological threshold.

within the sustainable range
established by the societal or
ecological threshold.

sustainable range, where the
outcome had been unsustainable

prior to engaging with the
organisation through no fault of
the organisation itself.

° Bridges Fund Management and The Impact Management Project. (2017). Spectrum of Capital.


https://www.bridgesfundmanagement.com/insight/bridges-spectrum-of-capital/
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Impact investing is an approach that spans multiple asset classes. It can take the form of public or
private markets investment. Impact funds invest similarly to non-impact funds, with the exception
of real assets, (infrastructure, timber, metals and mining, agriculture, and natural resources),
possibly due to the labour-intensive nature of these industries. Both types of investors deploy
across a range of asset classes.

Global impact investing spans multiple asset classes

Figure 3: Share of
fundraisin%activity

measured by capital
secondaries Since 2007 (3¢ of Bec
Real estate %?tiﬂbagglg%dai;‘ag. 0

Real assets
PE
VC
FoF
Debt

I I I I I I I I I I I Impact
0% 10% 20% 30% 40% 50% 60% 70% m Non-impact
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3. Why is the impact investing
market important for the UK?

Society has experienced unprecedented macroeconomic events such as the global
financial crisis, COVID-19 pandemic, and higher levels of regional conflict in the last
20 years. This has adversely affected economic growth and deepened inequalities.
At the same time, we are edging closer to the commitment deadlines for net zero
emissions and the Sustainable Development Goals (SDGs) (2030 for SDGs), whilst
most nations are heavily indebted. The implication is additional pressure on public
purses to deliver on climate action and inclusive growth.

The SDGs currently suffer from an annual USD 4.2 trillion global finance gap.® This
cannot all be delivered by the public sector. Impact investing is not a magic bullet
for sustainable development but a proven tool for shifting incentives in the private
sector to align with the SDGs. In the UK, impact investing has tackled social and
environmental challenges that public policy seeks to change such as affordable
housing, unemployment, education, healthcare, and the shift to a lower-carbon
economy. If supported effectively, impact investing including blended finance, could
mobilise private capital to deliver on underfunded policy objectives. For example,
Better Society Capital began with £400m in dormant assets and has mobilised £8bn
in private and institutional capital to date.”

The UK impact investment market defined as managed from the UK, at the end of
2023, was £76.8 billion.t The value of the market is manifold:

o Market growth and financial returns: This represents a 10.1%
compound annual growth rate (CAGR) of the market, from end of 2020
until the end of 2023. In comparison, all UK assets under management
have had a CAGR of -2% to 0% over the same period, further highlighting
the astounding growth of the impact investing market. Furthermore,
68% of UK impact investors surveyed indicated financing returns that
outperformed expectations.’

o Exceeding impact performance: 88% of UK impact investors have
reported impact performance outperforming their targets. Survey results ‘ ‘
also highlight progress in the industry’s confidence in integrating impact
management and financial management decisions and verifying impact There is an
results.’” .
opportunity now
¢ Mainstreaming impact investing: Social investors, private equity, venture for a glo bal leader
capital firms and foundations are the leading impact investors in the .
market today. However, there is growth from pension funds, family offices to build the next

and insurance funds since the last market sizing report completed in 2020,

indicating mainstreaming of the investment approach." stage of the im pact

investing ecosystem.”

6 United Nations, & Department of Economic and Social Affairs. (2024). Financing for Sustainable Development Report 2024.
7 Better Society Capital. (2024). Better investment for a better Britain.

& Impact Investing Institute. (2024). The UK impact investing market: Size, scope, and potential.

° Ibid

19 1bid

" 1bid


https://desapublications.un.org/publications/financing-sustainable-development-report-2024
https://bettersocietycapital.com/better-investment-for-a-better-britain/
https://www.impactinvest.org.uk/resources/publications/the-uk-impact-investing-market-size-scope-and-potential/
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The UK market represents an estimated 8% of the global impact investment market.'
Impact investing still accounts for less than 1% of total assets under management

in the UK investment market and so there is significant room for further growth,
especially given global fundraising for impact funds has been increasing over time,
apart from 2023.12

Global impact capital raised and number of impact funds have been rising over time

Figure 4: Global
impact capital
raised, by fund

($B) Raised Fund Count count, according
to Pitchbook data
$160 — — 300 ($bn)™
$140 — 220 — 230
$120
$100 200
$80 150
$60 100
$40
$20 50
$0 0

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

m Capital raised ($B)
-e- Fund count

There is an opportunity now for a global leader to build the next stage of the impact
investing ecosystem and display what good can and does look like. As a sector, the
value of impact investing is well understood, especially as a tool for catalysing positive
solutions to societal challenges. The issue is scaling these efforts, sharing best practice,
and ensuring it remains a high integrity market, delivering tangible positive outcomes.
The UK has the potential to build on its strong foundations in impact investing to drive
such scaling efforts globally.

2 Impact Investing Institute. (2024). The UK impact investing market: Size, scope, and potential.
*The Investment Association. (2023). Investment Management in the UK 2022-2023.
4 Pitchbook. (2024). The State of Private Market ESG and Impact Investing in 2024.


https://www.impactinvest.org.uk/resources/publications/the-uk-impact-investing-market-size-scope-and-potential/
https://www.theia.org/sites/default/files/2023-10/Investment%20Management%20in%20the%20UK%202022-2023%20-%20Chapter%201.pdf
https://pitchbook.com/news/reports/q1-2024-pitchbook-analyst-note-the-state-of-private-market-esg-and-impact-investing-in-2024
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4. What is a Centre of Excellence?

A‘Centre of Excellence’ is a term often applied to research centres. It is a team of specialised
expertise or an organisational environment that is established to provide outstanding
healthcare, research, education, and training, regulatory, policy, information technology or
industrial services and supports elevated levels of efficient and effective performance.’

This term can be applied more universally to a country or region with institutional support for
top quality performance in a particular industry. To this end, we have adapted the elements
commonly found in the literature and summarised them to develop five key criteria:

STOUT AND KIPLING
(2001)

Acquire, manipulate
and deploy knowledge

HELLSTROM, T.

(2018)

Strategic
orientation

MANYAZEWALT, ET AL.

(2022)

Specialised expertise

MCKINSEY Figure 5: Literature
(2016) review of scholarly
articles and other
sources summarised
by authors 151617
Proven economics

Continuously
enhancing capacity
to produce results
and adapting

Institutional support

and operational
mechanisms

Infrastructure

Consistency

Innovation

Defined offerings

Impactful research

Excellence through
benchmarking,
best practices and
collaborative
relationships

Impacts and
capacity building

Quiality service

Accreditation

Quality and
professionalism

Impact-measurement
standards

Leadership Professionalising
Structure Capacity building and
improving market
Strategy practices

Collaboration

Sustainable funding

Entrepreneurship

Clear mission

Knowledge
and expertise

Leading
talent

Capacity
building

> Manyazewal, T., Woldeamanuel, Y., Oppenheim, C., Hailu, A., Giday, M., Medhin, G., Belete, A., Yimer, G., Collins, A., Makonnen, E., & Fekadu, A. (2022). Conceptualising centres of
excellence: A scoping review of global evidence. BMJ Open, 12(2), e050419.

16 Hellstrom, T. (2018). Centres of Excellence and Capacity Building: From Strategy to Impact. Science and Public Policy, 45(4), 543-552.

7 Manyazewal, T., Woldeamanuel, Y., Oppenheim, C., Hailu, A., Giday, M., Medhin, G., Belete, A,, Yimer, G., Collins, A, Makonnen, E., & Fekadu, A. (2022). Conceptualising centres of
excellence: A scoping review of global evidence. BMJ Open, 12(2), e050419.

'8 Godsall, J., Sanghvi, A., & McKinsey. (2016). How impact investing can reach the mainstream.



https://bmjopen.bmj.com/content/12/2/e050419
https://bmjopen.bmj.com/content/12/2/e050419
https://academic.oup.com/spp/article/45/4/543/4652938
https://bmjopen.bmj.com/content/12/2/e050419
https://bmjopen.bmj.com/content/12/2/e050419
https://www.mckinsey.com/capabilities/sustainability/our-insights/how-impact-investing-can-reach-the-mainstream
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5. Why the UK?

Each of the aforementioned Centre of Excellence criteria are applied to the UK below.

@R Clear mission

The UK has a strong foundation for sustainability and impact investing to build on. This
provides a clear opportunity to develop its position as a Centre of Excellence in impact
investing. For instance, the UK is a well-established one-stop shop for green finance:
London ranks first in the Global Green Finance Index; and the UK was the first G20 country
to make Task Force on Climate-related Financial Disclosures (TCFD) aligned reporting
mandatory across the economy, amongst many other commitments to sustainability
during the COP27 presidency. In parallel, the UK has been nurturing impact finance. This
began with a clear mission to develop and grow a robust impact investing market:

Social Investment Tax Relief ends.
Sustainability Disclosure Requirements
include an ‘impact’ label for retail
investment products / services.

The Impact Investing Institute
is established to accelerate the
growth of the impact investing

market in the UK.

HMG establishes the Access Foundation
to support access to capital.

The Social Investment Tax Relief (SITR) is
introduced, offering tax incentives for
individuals investing in social enterprises.

The UK becomes the first country
to have a Social Impact Bond /
Social Outcomes Contract.

The concept of social investment
begins to gain traction, and a
taskforce is set up by HMG.

Figure 6: History of
. impact investing in
The UK Green Finance Strategy the UK summarised
is updated, emphasising the by authors
importance of blended finance

in achieving net-zero goals.

The COVID-19 pandemic and
Black Lives Matter
movement reinvigorate
debate about inclusive and
sustainable growth.

The Global Steering Group for Impact
Investment is established, succeeding the
G8 Taskforce to promote impact investing
worldwide.

The G8 Social Impact Investment Taskforce
is launched, chaired by Sir Ronald Cohen.

HMG launches Big Society Capital

(now Better Society Capital) with dormant
bank accounts to develop a sustainable social
investment market.

The Community Interest Company
(CIC) legal form is introduced,
formalising the ‘social enterprise’.
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Typically, there are three ways in which a government can develop an impact investing market:

e develop the supply side by increasing the number of impact investors;
e develop the demand side by helping social enterprises and businesses access finance; and
e most directly, provide capital to the market.

Having a multi-pronged approach that tackles these three elements requires a sharp vision of the
end goal. Successive UK Governments have delivered policies across all categories:

Figure 7: Summary
of UK policies for

impact investing by
M authors °
0

CAPITAL SUPPLY CAPITAL DEMAND CAPITAL
POLICIES POLICIES PROVISION
+ Big Society Capital + Access Foundation set + Outcomes based
(now Better Society up to address business commissioning for
Capital) established to capacity public services
act as a wholesaler « Updates to legislation + Life Sciences Fund
* Social Investment to recognise social « Dormant Assets

Tax Relief enterprises (Big Lottery Fund)
+ SDR ‘Impact’ Label

Itis clear that the UK has addressed market creation through policy in a holistic manner. Other
geographies with notable impact investing markets, in terms of number of impact investment
firms, in descending order, include the US, France, Canada, Netherlands, South Africa, India,
Switzerland, Singapore, Germany, Australia, Denmark, Spain, Norway, and Sweden.?° However, the
UK and the US are generally accepted as the most established markets, with the longest history in
impact investing.?'

Knowledge and expertise

Two metrics related to the The UK has the second largest number ] ]
quantum of knowledge produced of academic articles on impact investing Figure 8 Academic
are the research institutes focused published, over time BASE database by

on impact investing research; and geography, over time

the number of academic papers
that are published.

59,586
According to an academic
database of over 406 million
papers, there are nearly 30,000
articles on impact investing
published by UK institutions and
authors across the database. This
is the largest number of articles
compared to other European « K N
countries, speaking to the & R
powerhouse of knowledge the UK
is on impact investing.

15,608
6,637 5292 4387 3538 3,148 3,139 1343 953

» Adapted from Martin, M. (2020). The contemporary history of impact investing.

20 Cojoianu, T. F., Hoepner, A. G. F., & Lin, Y. (2022). Private market impact investing firms: Ownership structure and investment style. International Review of Financial Analysis, 84,
102374.

21 |bid

22 BASE. (2024). BASE (Bielefeld Academic Search Engine): Basic Search.


https://www.sciencedirect.com/science/article/pii/S1057521922003246?via%3Dihub
https://www.sciencedirect.com/science/article/pii/S1057521922003246?via%3Dihub
https://www.base-search.net
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The UK has leading institutes, policy units and research centres on philanthropy,
social impact, sustainability, social investment, impact investing and the impact
economy. A sample of these is included below.

Some innovative examples include LSE's 100x impact accelerator which aims
to invest in businesses that will be the next ‘social unicorns’ and University of
Edinburgh’s Centre for Investing Innovation. The latter have partnered with
abrdn to address challenges in the investment management sector for greater
societal benefit.

Organisation Research Centre Figure 9: Research
centres gathered by

authors

Bayes Business School Centre for Asset Management Research
Cambridge University Cambridge Institute for Sustainability Leadership
Cardiff University rdiff inable Finance R rch Gr
Impact Investing Institute Impact Investing Institute
;c’ggﬁ’t?c:‘fgg‘;'n‘zzE(Egg)om'cs The Marshall Institute / 100x Impact Accelerator
Nesta Nesta Impact Investing
Newcastle University |I§ﬁsearch on Entrepreneurship, Wealth and

ilanthropy
SOAS Centre for Sustainable Finance
University of Birmingham inable Financial Innovation Centr
University of Edinburgh The Centre for Investing Innovation
University of Exeter Exeter inable Finan ntr
University of Kent Centre for Philanthropy

University of Oxford and UKRI UK Centre for Greening Finance and Investment

University of Portsmouth Centre for Innovative and Sustainable Finance
University of St Andrews ntre for th f Philanthr.

and Public Good

University of Strathclyde Centre for Charitable Giving and Philanthropy

é

Being headquartered in London, Lightrock benefits from the UK's global
outlook, diverse opportunities, and deeply integrated ecosystem for
financial and professional services. The UK's thriving academic and
social enterprise sectors foster innovation in impactful technologies
and business models, positioning the nation as a leader in addressing
global challenges like climate change.”

Mehdi Lichani - Director of Value Creation (Impact & Sustainability), Lightrock


https://www.100ximpact.org
https://efi.ed.ac.uk/ecosystem/centre-for-investing-innovation/
https://www.bayes.city.ac.uk/faculties-and-research/centres/camr
https://www.cisl.cam.ac.uk
https://www.cardiff.ac.uk
https://www.impactinvest.org.uk
https://www.lse.ac.uk/Marshall-Institute
https://www.nesta.org.uk/project/impact-investments/
https://www.ncl.ac.uk
https://www.ncl.ac.uk
https://www.soas.ac.uk/about/research-centres/centre-sustainable-finance
https://www.birmingham.ac.uk
https://efi.ed.ac.uk/ecosystem/centre-for-investing-innovation/#:~:text=The%20Centre%20for%20Investing%20Innovation,and%20the%20University%20of%20Edinburgh.
https://www.exeter.ac.uk/research/centres/sustainable_finance/
https://www.kent.ac.uk/philanthropy
https://www.cgfi.ac.uk
https://www.port.ac.uk
https://www.st-andrews.ac.uk
https://www.st-andrews.ac.uk
https://www.strath.ac.uk
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The third element of a Centre of Excellence is scale. Metrics such as assets

under management, breadth of investors and number of stakeholders involved
illustrate the scale of the market. The UK is a well-established finance centre, with

a sophisticated and large pool of investors. This creates an enabling environment
which can allow innovative investment practice, such as impact investment to thrive.

The UK's impact investment market is large and growing and experienced rapid
growth over the last three years, despite challenges faced by the mainstream
investment market. The growth in the market is primarily driven by both existing
investors increasing their assets under management and new players launching
impact offerings.

The UK impact investing market grew significantly over 2020 - 2023

Figure 10: UK impact
investing assets under
management 2020 -
2023, (Ebn) 224

W Investment Managers (incl. social investors)

W Development Finance Institutions

Institutional assets owners
(incl. pension funds)

M Banks

e Private Clients S
‘ (incl. family office & HNWI)

W Non-profits
Other investor types

UK impact investing market in 2020 (£bn) UK impact investing market at end of 2023 (£bn)

The Impact Investing Institute has referenced 72 UK impact investors in the
latest market sizing report.?®> This includes a range of stakeholders from
institutional investors to high-net-worth individuals and family offices. This may
be an underestimate as it is self-reported and databases such as Pitchbook and
Crunchbase show a larger number of impact investors in the UK.

One caveat to making comparisons with other regions is that it is not a like-for-like
comparison due to the different categorisations of impact investment, different time
horizons for market sizing studies as well as the use of self-reported data.?® What
can be elicited from these statistics, however, is quantum and scale of the market,
compared to the size of the region. The UK, a far smaller geography than Europe, is
also a substantial share of the total European assets under management (EU80bn#’
or £68bn in 2022 when the UK market was estimated to be £58bn). The UK is also a
substantial proportion of the total impact deals in Europe over time.

2 Impact Investing Institute (2024). The UK impact investing market: Size, scope, and future potential.

2 Impact Investing Institute, EY, & Better Society Capital. (2020). Estimating and describing the UK impact investing market.
2 Impact Investing Institute (2024). The UK impact investing market: Size, scope, and future potential.

2 Impact Europe. (2022). Accelerating Impact: A common market sizing methodology.
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https://www.impactinvest.org.uk/resources/publications/the-uk-impact-investing-market-size-scope-and-potential/
https://www.impactinvest.org.uk/wp-content/uploads/2023/04/Estimating-and-describing-the-UK-impact-investing-market.pdf
https://www.impactinvest.org.uk/resources/publications/the-uk-impact-investing-market-size-scope-and-potential/
https://www.impacteurope.net/sites/www.evpa.ngo/files/publications/EVPA_Accelerating_Impact_2022.pdf
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The UK has the largest cumulative -
Figure 11:

deal count in Europe over 2014 - 2024 Cumulative deal
count related to
impact investing in
Europe over the last
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Furthermore, in a recent report by Barclays, the scale of impact-driven companies

in the UK is projected to grow, despite significant growth in 2021 and 2022, post the
COVID-19 pandemic. Activity is expected to normalise after that extraordinary period
but still estimated to grow above those levels by 2028. This can be used as a relevant
proxy for the growth of the impact investing market, as the key funder of such
companies.

Equity investment in impactful

businesses in the UK is set to £9.68 £9.73 Figure 12: Projected
increase £9.01 equity investment
£8.29 in impact driven
£7.57 businesses (2024 -

2028) by Barclays,
(Ebn)

£4.76

£2.10
£1.47 £1.76

£0.65 £0.77

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

M Past Fundraising
Projected Fundraising

2 Pitchbook database search for deal count amongst impact investors with headquarters in Europe. (2024).
29Barclays. (2024). Impact environmental and social signals in startups and scaleups.


https://labs.uk.barclays/media/ohtjvjdz/impact-environmental-and-social-signals-in-startups-and-scaleups-report.pdf
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Leading talent

Despite data challenges for understanding the impact investing labour
market, this report draws on insightful proxies. For example, Impact
VC's community was founded in the UK and has grown to 800+ impact
orientated venture capital investors globally, with a majority based

in the UK. This provides one data point for the number of impact
investment employees.*®

Another metric could be the training courses aiming to develop leading
talent in impact investing. The UK has a range of well-respected and
collaborative initiatives looking to disseminate information and best
practice to enable broader market growth. These include but are not
limited to:

e  Oxford University Impact Investing Programme

e | SE Sustainable Finance and Impact Investing course

e Cambridge Institute of Sustainability Leadership course
on Social Business and Justice

e Impact VC and BVCA Impact Investing for VCs Training

e CFA Society UK Certificate 4 in Impact Investing

e Conduit Connect Generation Impact Academy course

The Oxford Impact Investing Programme was the first global impact
investing executive education programme in the world and was
developed in 2013, highlighting the UK's expertise in developing high-
calibre impact talent.*

The UK also has significant expertise in ancillary services for

impact investing that indicate leading impact talent. These include
practitioners in monitoring and evaluation of impact; consultants in
the non-profit sector; specific market experts, especially in investing
in South Asia and Africa; and talent in complex financing mechanisms
such as blended finance.

Typically impact investors come from the mainstream financial

and professional services (FPS) industry as the underlying skills of
investment are within this labour pool. The FPS industry employs 2.4m
people in the UK. Over 40% of employees in London’s FPS industry are
from overseas and London ranks higher than New York, Frankfurt and
Paris in a labour force index that accounts for metrics such as training,
gender gap, diversity, relevant graduates, higher education amongst
other metrics.®? This provides some data points regarding the UK
impact investment talent pool, which is derived from this bigger FPS
group - a robust and diverse group.

éé

Since Bridges launched in 2002, and particularly over the last decade, we've seen an
explosion of interest in impact investing as a career option. Through our Turner MIINT
programme - which this year involved over 450 students from top universities in the
UK and globally - and our work with young professionals in the City of London, we've
seen first-hand that a growing number of people coming into the workforce want to
align their professional life with their personal values, and believe that they can use a
career in finance to have a positive impact on the world. That has allowed us to recruit
some incredibly talented people - which is so important if we are to have any hope of
tackling the huge environmental and social challenges we face.”

U} - 9 Michele Giddens - CEO, Bridges Fund Management

30 Better Society Capital. (2024). 10 Lessons from a Growing Market in 10 Years.
3" University of Oxford, & Said Business School. (2023). A decade of new questions, new possibilities and creative impact | Said Business School.
32 City of London Corporation. (2024). Our global offer to business: London and the UK's competitive strengths supporting economic growth.


https://www.sbs.ox.ac.uk/programmes/executive-education/person-programmes/oxford-impact-investing-programme
https://www.lse.ac.uk/study-at-lse/executive-education/programmes/sustainable-finance-and-impact-investing
https://www.cisl.cam.ac.uk/education/learn-online/business-and-social-justice-force-social-change
https://www.cisl.cam.ac.uk/education/learn-online/business-and-social-justice-force-social-change
https://www.impactvc.co/2024-impactvc-training
https://www.cfauk.org/learn/qualifications/certificate-in-impact-investing
https://www.theconduitconnect.com/generation-impact-academy
https://bsc.cdn.ngo/media/documents/BSC-10-LESSONS.pdf
https://www.sbs.ox.ac.uk/programmes/executive-education/campus-open-programmes/oxford-impact-investing-programme/decade-new
https://www.theglobalcity.uk/PositiveWebsite/media/Research-reports/Our-global-offer-to-business-2024.pdf
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Capacity building

In disseminating information for broader market growth, the UK has a range of well-respected and collaborative
initiatives, including but not limited to:

Better Society Capital was set up to highlight a social
investment wholesaler model to build the pipeline

of impact investments available in the UK. They have
published a range of impact data and lessons learned
for other investors® as well as training materials for
founders and VCs through Impact VC.

Access - The Foundation for Social Investment was
established to build the capacity of charities and social
enterprises to receive finance through the Reach Fund
and build out the blended finance ecosystem in the
UK.

The Impact Investing Institute was established in 2019
to mainstream impact investing and grow the sector.
They publish a series of thought leadership outputs via
the learning hub on impact investing.

Bridges Fund Management developed the Impact
Management project in 2016, to develop shared
fundamentals for measuring, managing, and reporting
on impacts on people and the natural environment.
The IMP framework is widely used globally.?*
Furthermore, Bridges Impact Foundation deliver

the Turner MIINT programme in the US and help
organisations with their impact measurement through
the IMP.

GSG Impact develops chapters of national impact
investing advisory bodies and institutes across the
world to spread the learnings of impact investment
from the UK.2®

The Scottish National Investment Bank is Scotland’s
development bank and aims to deliver patient,
mission-aligned impact investment. The Bank was
established in 2020 to invest in three challenges
facing Scotland - the climate emergency, place-
based inequality, and demographic change.

They've conducted a review of the impact

investment landscape in Scotland and disseminated
recommendations for growth in Scotland which could
be replicated in other similar regions.2®

The UK’s development finance institution (DFIs), British
International Investment (Bll), has a unique position in
the international development and impact investing
sector. It has shared lessons from investing in riskier
geographies, is more equity based than other DFIs and
so often takes a leadership position on deals. It has
collaborated with other DFls to build new initiatives to
catalyse more capital.*”

University of Oxford’s Blavatnik School of Government
houses the Government Outcomes (GO) Lab, which is
the leading centre on how governments can partner
with private and social sectors to improve social
outcomes. The GO Lab conducts research, collects
data, and engages stakeholders on cross-sector
partnerships and outcomes-based contracting.

These are simply a sample of the capacity-building initiatives born in the UK that have driven and continue to guide the
sector forward across the globe. In addition, London is a leading financial centre which people look to for expertise and
professional development, thus further enabling capacity-building platforms and resources for impact investing to exist.

é

frameworks.”

3 Better Society Capital. (2024). Ten Lessons From Growing a Market.
34 Bridges Fund Management. (2024). Field-building.

The UK’s position as a financial hub, combined with its role as a home to
several of the world’s leading impact investing firms sees it well positioned
as a potential global Centre of Excellence for impact investing. This
opportunity is further reinforced by the UK’s access to the top universities,
talent, and a history of developing innovative market standards and

Jamie Butterworth - Partner, Circularity Capital

35 GSG Impact. (2024). Shared learning across the NAB network.
36 Scottish National Investment Bank. (2022). Unlocking the potential of impact investing in Scotland.
37 UK Parliament. (2023). IDC’s Investment for Development Inquiry—Submission by BII.


https://bettersocietycapital.com
https://bsc.cdn.ngo/media/documents/BSC-10-LESSONS.pdf
https://www.impactvc.co/2024-impactvc-training
https://access-socialinvestment.org.uk
https://access-socialinvestment.org.uk/investment-readiness/
https://access-socialinvestment.org.uk/blended-finance/
https://www.impactinvest.org.uk
https://www.impactinvest.org.uk/resources/learning-hub/
https://www.bridgesfundmanagement.com
https://turnermiint.org
https://impactfrontiers.org/norms/
https://www.gsgimpact.org
https://www.thebank.scot
https://www.bii.co.uk/en/
https://www.bii.co.uk/en/
https://golab.bsg.ox.ac.uk
https://bettersocietycapital.com/about-us/ten-lessons-from-growing-a-market/
https://www.bridgesfundmanagement.com/about-us/field-building/
https://www.gsgimpact.org/resources/publications-and-reports/shared-learning-across-the-nab-network/
https://www.thebank.scot/sites/default/files/2022-11/SNIB021%20Impact%20Investing%20Review.pdf
https://committees.parliament.uk/writtenevidence/117564/pdf/
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6. Value of being a
Centre of Excellence

The benefit of the UK being a Centre

of Excellence is manifold - ranging

from financial and economic value to
positive social outcomes. The UK has the
opportunity to strengthen its role as a hub
for impact finance, further attracting impact
investors, funds, purpose-led businesses,
and high-quality talent to the UK.

é

Our latest research shows that the UK
impact investing market has grown
25% since 2020, to £76.8 billion. This
represents a 10% annual growth rate
versus a broadly flat asset management
industry during the same period. We
believe this points towards a shift in
capital markets towards a focus on
investing for a fairer, greener, more
resilient future. And at 8% of the global
market, the UK is in a leading position,
driving the innovation and best
practices needed to further grow the
field and mobilise more capital at scale
that benefits people and the planet.”

Bella Landymore
- Co-CEO, Impact Investing Institute

Manchester, UK.
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Financial and economic value

Contrary to the misconception that impact investing involves concessionary returns, there
is clear evidence that investments of this nature can achieve competitive risk adjusted
returns and contribute to solutions. In 2013 and 2020, globally impact investments have
outperformed non-impact funds.

The median IRR of impact funds globally has at times
matched or exceeded the IRR of non-impact funds

25% —

15% —
-50% —
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

B Non-impact
B Impact

Most impact investors seek market returns. The evidence suggests the industry continues
to make steady returns on investments, including in years of worsening macroeconomic
conditions, such as during COVID-19, an example of the resilience of the industry. As the
market matures and grows, there may be some areas where impact-first investors make
a strategic decision to accept lower returns in order to achieve more systematic social
outcomes or to mobilise other types of investors (e.g. DFls mobilising private investors).

Impact is seen as a source of value by most impact investors. Better Society Capital
highlight this across four areas:

accessing and retaining customers;

attracting and inspiring the best talent;
reducing regulatory risk;

and improving access to capital (fundraising).>

The financial and economic benefit of impact investing therefore goes beyond market rate
financial returns. For example, there is significant growth in impact-related fundraising in
comparison to standard non-impact fundraising, especially in Europe. This could be a result
of ESG regulation in the EU and UK being more favourable to the ‘greening of the economy’
than elsewhere. As such, being a Centre of Excellence in an area, signals and translates into
more specific fundraising.

A greater share of global impact capital is raised in Europe

1%1

1%

W Africa
Asia
M Europe
Middle East
M North America
M Oceania
Rest of World

Non-

impact

1%

2%

38 Pitchbook. (2024). The State of Private Market ESG and Impact Investing in 2024.
3 ImpactVC. (2024). Assessing the links between impact and commercial value.
40 Pitchbook. (2024). The State of Private Market ESG and Impact Investing in 2024.

Figure 13: Global

median IRR of impact
and non-impact funds
by year (as at 2023) *#

Figure 14: Share

of capital raised

by region since

2007 according to
Pitchbook data as at
20234



https://pitchbook.com/news/reports/q1-2024-pitchbook-analyst-note-the-state-of-private-market-esg-and-impact-investing-in-2024
https://impactvc.gitbook.io/vcplaybook/investing-in-impactful-business-models/making-impact-investments/assessing-the-links-between-impact-and-commercial-value
https://pitchbook.com/news/reports/q1-2024-pitchbook-analyst-note-the-state-of-private-market-esg-and-impact-investing-in-2024
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The UK impact investing community has provided finance to a wide spectrum of
businesses and contributed to economic growth.

Impact investing in the UK has contributed to the growth of a number of industries
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Other European
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Additionally, the UK's economic contribution in terms of impact investing deal size
or deal count to industries ranging from IT; consumer and business products to
resources, is the largest in Europe.

The UK accounts for a significant share of impact investing deals in Europe

Figure 15: Sum

of deal size ($m)
over time by
headquarters of
investors, and
primary sectors
according to
Pitchbook data #'
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It has been amazing to watch the development of the impact investment
market in the UK, and our partners in the venture space continue to drive
and make a case for investment that works for fundraisers and people
across the country.

The UK is an innovator in impact investment and continues to blaze a trail.
Sustaining this performance and working to become a Centre of Excellence
is @ no-brainer, and investors, those requiring support, and policymakers all
gain substantial value from the growth of the impact venture ecosystem.”

James Westhead - Head of Engagement, Better Society Capital

41 Pitchbook. (2024). The State of Private Market ESG and Impact Investing in 2024.
“2 |bid
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Impact value

The UK government is facing unprecedented challenges relating to growth,
including underfunded public services, and a need for innovation and a green
transition. As a Centre of Excellence in impact investing the UK can further social
and policy goals domestically. Three ways in which impact investing can deliver
this, are outlined below.

Growing impact economy

The UK impact economy is set to grow. Analysis by Barclays suggests that there
could be 12,600 active purpose-driven companies by 2028 - a 27% increase
from 2023.3The growth of the impact economy in this way, through purpose-
driven businesses, will lead to more products and services that serve the people
of the UK and the natural environment.

Equity investment in impactful businesses is projected
to increase by 27% from 2023 levels Figure 17: Projected
7 equity investment in
companies with ESG
9 114 118 12.2 12.6 signals ('000) *
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4 Barclays. (2024). Impact environmental and social signals in startups and scaleups.
“ lbid


https://labs.uk.barclays/media/ohtjvjdz/impact-environmental-and-social-signals-in-startups-and-scaleups-report.pdf
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In the UK, 67% of all social enterprises have a plan to embed tackling climate into
their constitution or articles of association.** Cementing its position as a Centre of
Excellence in impact investing is likely to drive further growth in this sector in the
UK, and therefore in businesses that focus and deliver on social and environmental
outcomes. An example of this in practice is Agility Eco.

Baco
CASE STUDY
AgilityEco

(backed by Bridges Fund Management
2019 - Dec 2023)

AgilityEco’s mission is to play a major role in eliminating AgilityEco’s services are primarily funded by utility

fuel poverty, to deliver better outcomes for low income companies that rely on AgilityEco to fulfil their social
and vulnerable families and households, and to prepare and environmental obligations. AgilityEco works closely
Britain’s homes for Net Zero. More than 10% of households  with local authorities, housing providers and charities to

in the UK live in fuel poverty. The company plans, manages  reach those most in need, delivering its services through
and delivers innovative services to provide practical support a carefully chosen national network of trusted and

with energy efficiency, utility bills, household finances and  experienced energy efficiency partners.
vulnerability.

éé

The UK has a thriving impact investment ecosystem,
from collaborations, advisors, and banks, through
to companies, managers, and asset owners. This
ecosystem has been developed by brilliant people.
The UK benefits from a compelling combination of
deep impact and investment expertise.”

Jonny Page

- Head of Social Impact Investment,
Esmée Fairbairn Foundation

4 British Council, & Social Enterprise UK. (2022). More in common: Global State of Social Enterprise.



https://www.agilityeco.co.uk
https://www.britishcouncil.org/sites/default/files/more_in_common_global_state_of_social_enterprise.pdf

6. Value of being a Centre of Excellence | @ @ @ 23

Addressing local needs

Impact investors aim to improve the system causing a social or
environmental problem. This may take different forms, for example,
social outcomes contracts, or place-based impact investing. Social
outcomes contracts incentivise the achievement of government
outcomes that also fulfil community outcomes*, and place-based
impact investing channels funds to areas that may be underfunded.
As such, a significant benefit of impact investing is that it more
effectively addresses local and community needs. The work
undertaken by OOOOBY outlined below, illustrates this point.

CASE STUDY
0000BY

Ooooby (Out Of Our Own Back Yards) aims to put small hubs to make 40,000 deliveries per month to 12,800 local
scale back at the heart of the UK food system by providing  customers - and growing rapidly. Ooooby is supported
a digital platform to enable agroecological farms, market by a group of social investors, including Esmée Fairbairn

gardeners and food hubs to sell direct to their local Foundation, and is implementing an innovative structure
communities. This reduces carbon emissions and packaging that allows its farmer and food producer clients to share
and increases access to fresher, more nutritious food, in the success of the platform.

while liberating farmers from the centralised supermarket
system. Ooooby is currently supporting over 100 food

“ Better Society Capital. (2024). Ten Lessons From Growing a Market.


https://www.ooooby.com
https://bettersocietycapital.com/about-us/ten-lessons-from-growing-a-market/
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Additional and high-quality jobs

The Taylor Review of Modern Working Practices in 2017
identified six indicators of job quality. These were: wages;
employment quality; education and training; working
conditions; work-life balance; consultative participation and
collective representation.*” When examining the industry's
contribution to the labour market two angles can be
considered: the supply side (investors) and the demand
side (social enterprises and other businesses that receive
impact investment).

Impact investment firms are typically more resource
intensive than conventional investment firms because of
their dual focus on social and environmental outcomes
and, as a result, greater monitoring and evaluation needs.*
Therefore, they generally have more employees than
conventional investment teams on average, and therefore
the industry is creating jobs in the UK, as a sustainability
and impact hub.

On the demand side, social enterprises, for instance often
create jobs in local communities or help those excluded
from the workforce to re-enter the job market. There are
around 100,000 social enterprises in the UK, employing

2 million people and contributing £60bn to the UK
economy.* Social enterprises are more likely to pay the

CASE STUDY
B2W (backed by Palatine)

B2W is a skills and training provider focussed on pre-
employment and employability training, bootcamps and
apprenticeships. B2W delivers a clear social impact by
helping people return to work and gain new skills for
employment. It works with large employers and job centres
to provide high-quality training to upskill and support
unemployed people in getting paid employment. B2W
focuses on upskilling workers beyond the minimum wage
poverty trap and into better-paid careers.

Recent funding has come predominantly from the Adult
Education Budget (AEB) and delegated to the Mayoral

47 Social Enterprise UK. (2023). Social Enterprise and Quality of Work.

‘Living Wage' compared to the rest of the private sector and
offer more flexible working conditions, such as a four-day
week. Furthermore, 31% of social enterprises increased
staff pay, and 17% took other measures to support staff
during the cost-of-living crisis in the UK.*° As such, the
industry is creating high-quality jobs per the Taylor Review
and additional jobs in the UK.

On the global scale, the World Economic Forum estimates
that there are approximately 10 million social enterprises
across the world, comprising more than 3% of all
businesses. These businesses generate around $2 trillion in
revenue each year, and nearly 200 million jobs. In addition,
half of social enterprises worldwide are led by women,
compared to one in five for conventional enterprises.>’ This
exemplifies the value of this section of the industry.

Social enterprises are not the only entity to receive impact
investment. Businesses with products or services seeking
to solve environmental or social problems as newer, start-
up organisations are aiming to do, have been evidenced

to ‘have an easier time recruiting and retaining the best
talent’ or in becoming employers of choice.> The start-up
community is another segment of the market creating high
quality jobs.

Combined Authorities (MCAs), where new deployment

rules allow for better targeting of local employment and
training needs. In Greater Manchester, the funding was
used to offer free level 2 training for all, including those
without qualifications, allowing anyone in the area to
apply for career-enhancing level 2 training, which B2W and
others delivered. To date, almost 500 people in the Greater
Manchester region have achieved job outcomes, meaning
they have accumulated earnings that exceed the equivalent
of someone working 16 hours per week for 26 weeks,
earning the National Living Wage. This is the best outcome
of all training providers in the Greater Manchester region.

“ Cojoianu, T. F., Hoepner, A. G. F,, & Lin, Y. (2022). Private market impact investing firms: Ownership structure and investment style. International Review of Financial Analysis, 84,

102374.

4 Social Enterprise UK. (2023). Social Enterprise and Quality of Work.
50 Social Enterprise UK. (2022). Social Enterprise Barometer.

51 1bid

2 Andreou, N. (2022). Impact-driven startups are winning the war for talent. Here's how you can do it too. Impact Edge.


https://www.socialenterprise.org.uk/app/uploads/2023/04/Social-Enterprise-and-Quality-of-Work-Jan-2023.pdf
https://www.sciencedirect.com/science/article/pii/S1057521922003246?via%3Dihub
https://www.sciencedirect.com/science/article/pii/S1057521922003246?via%3Dihub
https://www.socialenterprise.org.uk/app/uploads/2023/04/Social-Enterprise-and-Quality-of-Work-Jan-2023.pdf
https://www.socialenterprise.org.uk/app/uploads/2022/08/SEUK-Social-Enterprise-Barometer-August-22.pdf
https://medium.com/impact-edge/impact-driven-startups-are-winning-the-war-for-talent-heres-how-you-can-do-it-too-1acdf891558f
https://www.b2wgroup.com
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7. What is next for the
impact investing market?

This report demonstrates that the UK is a Centre of Excellence in impact
investing, and the benefits are vast. The following trends indicate further
growth of the sector and present exciting opportunities for the UK.

Championing innovation in financing social and environmental goals

Sharing lessons:

Many governments around the
world are utilising impact investing
to deliver on social policy goals.
From state-owned impact funds

like in Spain® to India’s Social Stock
Exchange® they are aiming to create
a positive enabling environment for
impact investors. Further, the UK

is using blended finance models,
such as providing guarantees or
concessionary capital, to crowd in
private investment for natural capital
investment, place-based investing,
climate change and the net zero
transition. These are further examples
of the impact economy growing with
state intervention.®

Supporting the growth of the
impact economy:

The Better Business Act Coalition
seeks to ensure all companies align
and balance shareholder interest
with the interests of society and the
environment.*® If supported by the UK
government, this could substantially
increase the social enterprise sector
of the UK and will rapidly increase
the impact economy. In parallel there
is a call to align corporate financing
with the UN SDGs*” and clarification
of fiduciary duties of pension funds
to allow them to invest in social and
environmental impact.*®

53 Adamkiewicz, K. (2024). Spanish government approves €400m social impact fund. Impact Investor.

54 World Economic Forum. (2023). India is prime ground for impact investments. Here’s why.

5 LSE Grantham Institute. (2022). How can ‘blended finance’ help fund climate action and development goals?
56 Better Business Act. (2024). The Better Business Act. Better Business Act.

57 UN Global Compact. (2024). CFO Coalition for the SDGs.

8 Pensions for Purpose. (2023). Impact investing and fiduciary duty are fully aligned, new research shows - press release.

Addressing data gaps:

Addressing existing data gaps about
the value, and contribution of the
industry across important economic
factors, could help in mainstreaming
impact investment practice more
widely.

éé

This report
demonstrates that
the UK is a Centre of
Excellence in impact
investing, and the
benefits are vast.”


https://impact-investor.com/spanish-government-approves-e400m-social-impact-fund/
https://www.weforum.org/agenda/2023/03/impact-investors-india-new-research/
https://www.lse.ac.uk/granthaminstitute/explainers/how-can-blended-finance-help-fund-climate-action-and-development-goals/
https://betterbusinessact.org
https://www.cfocoalition.org
https://www.pensionsforpurpose.com/knowledge-centre/press/2023/11/28/Impact-investing-and-fiduciary-duty-are-fully-aligned-new-research-shows-press-release-Pensions-for-Purpose/
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Meeting the demand for impact and purpose-driven jobs

Supporting capacity building
efforts:

Sustainability and green jobs are on
the rise.> Sustainability and impact
teams are growing and as such an
increase in impact investment jobs

is imminent. One of the enabling
factors is an increase in ‘social’ and
‘impact’ topics such as adaptation and
resilience as well as scientific research
being increasingly weaved into finance
conferences and events. The other
factor is the growth of educational
courses and learning opportunities
related to impact investing and the
role of the private sector in delivering
public benefit.

e

Communicating a clear brand:

The Silicon Valley in California has
been effective in establishing itself
as a hub for technology which led

to significant growth in activity

and related jobs. Other regions

have begun to follow suit on
different ‘brands’ such as a hub for
sustainability; being start-up friendly;
or specific types of technological skills.
These include cities such as Boston,
Beijing, Tel Aviv and Bangalore to
name a few.

0 UK Office for National Statistics. (2023). Experimental estimates of green jobs.



https://www.ons.gov.uk/economy/environmentalaccounts/bulletins/experimentalestimatesofgreenjobsuk/2024
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Leading the conversation on impact best practice and moving the dial forward

Enabling legislative environment:
For a growing share of investors,
climate is viewed as a strategy that
can be applied across nearly all
impact themes and sectors.®® The
UK is also a sustainable finance hub
and as climate continues to become
an overarching strategy for impact
investors, the UK and EU could be
considered a more favourable place
to develop social and environmental
funds and products.

These trends highlight exciting
opportunities for UK policymakers,
investors, and other market
participants to capitalise on the
benefits of being a Centre of
Excellence in impact investing.

If these opportunities are
harnessed, greater outcomes in
the service of people and planet
can be realised for the UK.

%0 GIIN. (2023). Emerging Trends in Impact Investing.

Advocacy on more effective capital:
There have been global debates on
the effectiveness of development
finance and private capital for public
benefit in recent times. In parallel, the
growth of the impact investing market
has permitted investors to pursue a
varied range of impact products and
strategies which allows for a range

of return expectations, investment
strategies and theses, some more
effective than others.

Victoria Street, Edinburgh, UK.

Supporting consistent practice:
New environmental regulation is
being developed globally and is

likely to continue to weave social
considerations within it. Providing
we continue to see consistency

in the definitions used, nods to
‘social’ considerations such as a

‘Just Transition’ and standardised
disclosures such as the Sustainability
Disclosure Requirements (SDR) in the
UK on impact labels, there will be a
further coalescence in the regulation
around environmental and social

investment.



https://s3.amazonaws.com/giin-web-assets/giin/assets/publication/research/vol-4-2023-giinsight-–-emerging-trends-in-impact-investing.pdf
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Data limitations
and methodology

This report has employed a range of techniques to
understand the impact investing market. Due to a lack
of data on the sector, some proxy data points have been
employed with analytical approach and weaknesses
outlined in the explanation. A range of additional data
limitations of this analysis have been outlined below:

1. No primary sources were used in this analysis. All data
points are from publicly available reports or retrieved
from the Pitchbook database.

2. As mentioned throughout the report, a variety of
definitions are used to define impact investing,
investors, and investments. This means some of the
analysis, especially used to compare other international
markets, is an estimation and should be treated with
caution. This is highlighted in the report where this may
be the case.

3. The analysis of academic articles to understand
knowledge and expertise on impact investing coming
from the UK was completed using additional word-
forms of ‘impact investing’ and was searched not only
in the titles of the articles, but throughout the entire
document. The site used to gather this information was
the Bielefeld Academic Search Engine (BASE).
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About the
Global City campaign

The Global City campaign is the City of London
Corporation’s overarching initiative to promote
the UK as a world-leading international finance
centre and within that, as a sustainable finance
hub. It showcases the UK as a great place for
financial and professional services firms to invest,
locate and grow.

theglobalcity.uk
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About the
City of London Corporation

The City of London Corporation is the governing
body of the Square Mile dedicated to a vibrant
and thriving City, supporting a diverse and
sustainable London within a globally successful
UK. We aim to contribute to a flourishing
society; support a thriving economy and shape
outstanding environments by strengthening the
connections, capacity and character of the City,
London, and the UK.

cityoflondon.gov.uk

bvca

Invested in a better future

About the BVCA

As the industry body and public policy advocate
for the private equity and venture capital,

the British Private Equity & Venture Capital
Association (BVCA) has been the voice of private
capital in the UK for over four decades.

With a membership of over 600 firms, we
represent the vast majority of all UK-based
private capital firms, as well as their professional
advisers and a large base of UK and global
investors. The private equity and venture capital
industry has a vital role to play in driving national
and regional growth.

The BVCA seeks to demonstrate how private
capital is uniquely positioned as a partner
for growth to the Government and wider
stakeholders, while helping inform a policy
ecosystem which enables the industry to
effectively invest in the economy.

We engage with decision-makers through
roundtables and contribute policy submissions to
government, regulators, and international bodies
on behalf of the industry.

bvca.co.uk


https://www.theglobalcity.uk
http://cityoflondon.gov.uk
https://www.bvca.co.uk
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