
Impact Investing – Overview
• Investing for both financial return AND social / environmental impact -- “Double bottom-line”

• Adam Smith – Wealth of Nations / Invisible Hand / Foundations of Capitalism

[By maximizing profits] he intends only his own gain, and he is . . . led by an invisible hand to promote [the interest] of the

society more effectually than when he really intends to promote it. I have never known much good done by those who affected 

to trade for the public good. It is an affectation, indeed, not very common among merchants, and very few words need be 

employed in dissuading them from it.

• Make money on the one hand, give it away on the other – false dichotomy?

• Early impact investing efforts driven by large national foundations – Rockefeller, Ford, 

Kresge, MacArthur, Sorenson

1. PRIs / MRIs – aligning endowments with values

2. Recognition that philanthropic capital won’t ever get to scale ($60 B global annual spend)

• Microfinance first asset class to get to scale -- 1990s grant-based microfinance converted 

into more sustainable impact investing model in 2000s with dramatic implications for scale 

(Unitas Capital 3,000  10 million) – 665 M client accounts currently



• Foundation investments – PRIs (5%) / MRIs (95%)

PRIs small but growing source of capital ($1 B annual) – constrained by awareness / risk

MRIs much larger potential – Ford Foundation $1 B commitment – constrained by products

• HNWs / Family offices – direct deals, ESG, SRI

• CRA

• Wealth Management / Financial Advisory

Goldman, etc. creating in-house capacity; smaller dedicated RIAs winning AUM

• Institutional capital – University endowments, pension funds, P3s

Aligning investing with values – constrained by fiduciary duty (France – 10% carve-out)

Netherlands -- $3 T committed to impact

UK – Big Society Capital -- $1 B orphaned bank accounts

Impact Investing – Ecosystem components



Capital Continuum



SUSTAINABLE DEVELOPMENT GOALS



GAP ECONOMICS



$42 trillion 52% $228 billion

Will change hands in the next 30 
years1

Of high-net-worth millennials express 
an interest in impact investing2

Impact investing assets under 
management3

1. Accenture, “The ‘Greater’ Wealth Transfer,” 2015. 
2. U.S. Trust Insights on Wealth and Worth, “The Generational Collide,” 2017.
3. ImpactAlpha interview with The Global Impact Investing Network’s Amit Bouri, May 31, 2018.  

IMPACT INVESTING
High net-worth individuals and institutions aligning values and investments



Impact Investing – Return Expectations



Impact Investing – Global Distribution of AUM



Impact Investing – Trending Sectors



Impact Investing – How $s are being allocated



Impact Investing – Example Asset Allocation



$7.5 M

Public Incentives (Land, 

TIF, NMTC, LIHTC, HTC

Concessionary Debt 

(CRA)

Commercial Debt

Capital Gains Equity

Impact Capital / Guarantees

Philanthropy

$12 M

$15 M

$3 M

$7.5 M

$1 M

BLENDED CAPITAL



GOVERNMENT 

pays in the future based on 

outcomes achieved

INVESTOR

provides working 

capital to 

fund services

COMMUNITIES 

receive services that 

improve local outcomes

SERVICE PROVIDER 

uses loan to expand 

high-impact programs

EVALUATOR

tracks outcomes 

over time

Makes loan

Repays principal 

and interest

Pays for 

outcomes 

achieved

PROJECT MANAGER

OUTCOMES FINANCING



Prosperous Distressed

52 million Americans (1 in 6) 

live 

in economically distressed 

communities.



Plight of Distressed Communities – Place Matters

“When it comes to life expectancy, 
county borders can matter as much as 
national ones. Residents of the 
average distressed county die nearly 
five years sooner than their neighbors 
in the average prosperous one.”

Economic Innovation Group
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*Source: 2017 Distressed Communities Index published by the Economic Innovation Group (http://eig.org/wp-content/uploads/2017/09/2017-
Distressed-Communities-Index.pdf) comparing indicators in American communities across five quintiles of prosperity (only three represented above)

52.3 million 
Americans live in a 

distressed zip code*

http://eig.org/wp-content/uploads/2017/09/2017-Distressed-Communities-Index.pdf


“Because the negative effects of deprivation on human development tend to cumulate, individuals 
with greater exposure to poverty during childhood are likely to have more difficulty escaping 

poverty as adults.” National Center for Children in Poverty

CYCLES OF POVERTY

Poverty rates in the US largely unchanged 
since the 1970s

Intergenerational Poverty (IGP)

Low 
economic 

growth

Low 
income

Low 
saving

Low 
investment

Low level of 
education / 
health care

Low levels 
of human 

capital

Low 
productivity

Low income

Growth Development

The Poverty Trap



Affordability Crisis

Affordability crisis emerging 

as a key barrier to LMI 

residents achieving the 

American dream  

• Cost-burdened households have a 

harder time paying for basic needs 

including food, education, 

transportation and healthcare



Affordability Crisis

LMI communities 

particularly hard-hit

• Housing costs have 

soared 80% since 2000 

compared to 28% in 

more affluent 

communities

• 26% of poor renter 

households now spend 

50% or more of their 

incomes on rent



Education Gap
The education and skills gap continues 

to grow

• The average high school dropout rate of students in 

LMI communities is 4.5 times higher than their more 

affluent peer group

• Since 2008, college enrollment rates have dropped 

precipitously in LMI communities relative to more 

prosperous communities



Wellness Gap

Life Expectancies



Social Determinants of Health
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In real terms, 

small business lending remains down by a quarter
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78 percent of all 

venture capital concentrates 

in three states

DISINVESTMENT
Nearly 

one out of every four community banks 

has disappeared 

since 2008
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REDLINING



Initial 5 Years 7 Years 10 Years

Defer capital gains tax for holding 

period of Opportunity Fund 

investment, 

through 2026

10% step-up in basis on original gains

Additional 5% step- up in basis on original 

gains

Exemption on any taxes for 

capital gains earned through 

Opportunity Zone Investment 

Opportunity Zones are a new community development program established by Congress in the Tax Cuts and Jobs Act

of 2017 to encourage investment in LMI communities nationwide.

OPPORTUNITY ZONES



Over 8,700 census tracts across all U.S. states and territories are now certified Opportunity 

Zones.

OPPORTUNITY ZONES



• U.S. households sitting on an estimated $3.8 trillion in unrealized 

capital gains in stocks and mutual funds alone at the end of 2017

• And U.S. corporations held another $2.3 trillion in unrealized capital 

gains

• Pot of potential capital eligible for reinvestment in Opportunity Zones 

totals $6.1 trillion. If only a fraction flows, that will be a massive 

injection into underserved communities

• O-Zones have an average poverty rate of 31% and an average 

median family income of only 59% of area median

• < 4% of O-Zones are currently at risk for gentrification / displacement

• Average O-Zone housing stock median age is 50 years (10+ years 

over US median)

• 56% of O-Zone residents are minorities

“We’ll look back 10 years 

from now and say this was 

one of the most important 

parts of the [2017 tax 

reform bill], and one we 

didn’t talk nearly enough 

about.”

NY Times, January 2018

OPPORTUNITY ZONES – Potential Scale / Impact



How can we leverage the built environment for 
healthier and more vibrant communities?

Key Categories

• Housing

• Economic Opportunity

• Healthcare

• Education

• Nutrition

• Mobility / Access / 

Transportation

• Recreation

• Culture



Housing

Options:

• LIHTC

• NOAH

• Mixed-income, deed-

restricted

• Microunits

• Modular construction / 

innovative designs



Economic Opportunity

Options:

• Co-working

• Creative office / maker space

• Incubators / accelerators

Problem:

• LMI access to capital (1% VC, 17% credit)

• Other barriers



Healthcare

Problem:

• Acute vs 

Preventive

• Medical deserts 

(rural and urban)

Options:

• Space for 

community health 

clinics

• Space for 



Education

Options:

• High-quality charter 

schools

• High-quality pre-K

• Adult education (ESL, 

workforce training, 

financial literacy, etc.)

• Programs supported 

by philanthropy, 

government and/or 

fee-based models



Nutrition

Problem:

• Access (food deserts)

• Affordability

Options:

• Space for affordable 

grocers

• Space for education



Mobility

Problem:

• Lack of access to jobs, 

education, healthcare

Options:

• Active Transportation

• TOD



Recreation

Problem:

• Access

• Health implications

Options:

• Trails, parks, 

playgrounds



Conclusion

This just isn’t who we are


