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As an investment approach, impact 
investing is in its infancy in Asia. In 
the United States, one of the early 

movers was the Rockefeller Foundation. At 
its simplest, impact investing aims to gen-
erate sustainable long-term returns. And 
as the term implies, the strategy also aims 
to have a positive social and environmen-
tal impact, objectives that are not mutually 
exclusive.

Hard data on the size of the industry is 
sketchy given the fledgling nature of the 
industry but estimates of investments and 
commitments place the figure at about 
US$8-9 billion globally, up from about $2.5 
billion reported for 2010. However, other 
industry estimates place the commitments 
at a much higher figure – up to $40 billion. 
Impressive though this number might look, 
they still represent a drop in the bucket 
compared to global market capitalisation of 
more than $80 trillion. 

Investor recognition of the strategy, to be 
sure, is growing and several initiatives are 
boosting the cause of promoters, includ-
ing a not-for-profit organisation known 
as the Global Impact Investing Network, 
which was conceived in 2007 in the US to 
increase the effectiveness of impact invest-
ing around the world. 

The Asian Development Bank (ADB), too, 
is lending its support. Two ongoing streams 
of ADB’s work include support for inclu-
sive business initiatives that engage the 
low-income segment of the population by 
providing livelihood opportunities. The ADB 
expects investments in impact investing 
globally to top $500 billion by 2018, a very 
bullish forecast indeed given the current 
size of the industry. 

The cause in Asia has been further 
boosted with the launch in Singapore this 
year of an impact investment-focussed 
stock exchange. The Impact Investment 
Exchange (Asia) or IIX rolled out the wel-
come mat in the Lion City on June 14 this 
year, claiming to be the world’s first private 
and public platform for social enterprises 
(SEs). Among its goals are raising capital 

efficiently while increasing liquidity and 
transparency, standardising social and 
environmental impact reporting as well as 
developing the industry.

However, a key concern is how to distin-
guish IIX from emerging stock exchanges. 
It is too soon to say at present, as it is to 
predict to what extent this platform will be 
adopted by investors and companies alike. 
Broken down, IIX offers three investment 
platforms – impact incubator, impact part-
ners and impact exchange. 

Impact incubator focuses on raising seed 
capital for start-up SEs. Impact partners is 
a private placement platform dedicated to 
growth-stage SEs seeking expansion capi-
tal. Among such transactions, the recent 
partnership with private equity giant KKR 
was notable. IIX has committed joint tech-
nical support to East Bali Cashews (EBC), 
a producer and distributor based in a rural 
village in Bali, Indonesia. The US private 
equity firm provided some $900,000 of 
funding. As company policy, EBC follows 
sustainable, eco-friendly business prac-
tices and promotes the creation of a female 
workforce drawn from farmer households 
who are mostly illiterate, and have never 
been salaried employees before. 

Fund raising
The impact investment fund generally raises 
capital from foundations, family offices and 
development finance institutions. 

Although investment demand is increas-
ing, impact investment funds struggle with 
the dilemma of imbalanced demand and 
supply. This gap has been noted by the 
ADB, with many potential investors remain-
ing hesitant to make commitments due to 
insufficient information and/or liquidity. 

What they expect to see are demonstrative 
track records of financial, social, and envi-
ronmental impact.

Tao Zhang, co-founder and managing 
director of the China Impact Fund (CIF) 
at Dao Ventures, a China-focused impact 
investing entity, says: “As far as impact 
investing is concerned, there are under-
standably a host of challenges that include 
a lack of efficient intermediation, a lack of 
enabling infrastructure, and a lack of suffi-
cient absorption capacity for capital.”

Beijing-based CIF’s investment focus 
is environmental SMEs in China. It offers 
equity investment, especially those with a 
strong value proposition for the country’s 
base of the pyramid population. The fund 
notes that among equity investments this 
seems to be the only viable financial return-
generating investment instrument that 
impact investors outside China can realisti-
cally pursue in the short term, primarily due 
to the available legal structures at present.  
Mr. Zhang says that the firm believes that 
impact investing is a key and realistic solu-
tion for China’s healthy economic growth. 

“After over 30 years of rapid economic 
development, China is facing an economic 
slow-down that not only reflects a global 
economic recession, but also the very real 
limits of the nation’s development model in 
recent years. China is now at a crossroads 
where innovative but realistic approaches 
will need to be introduced and tested to 
overcome the host of challenges it is con-
fronted with that may endanger continued 
stable growth, such as widening income 
gaps, environmental degradation, and mas-
sive urbanisation,” he points out.

“Though impact investing is a new, if not 
totally foreign, concept in China, it should 
be recognised that the philosophy embod-
ied by impact investing is deeply rooted in 
China’s traditional culture. For example, the 
spirit of impact investing could actually be 
traced back to some of China’s traditional 
cultural concepts such as ‘ren’ (mean-
ing benevolence or humanity especially 
towards disadvantaged groups).”  
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