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Billions: The power of catalytic capital

Join a deep dive into how Foundations can strategically utilize catalytic capital to
enhance their impact. We will delve into the opportunities and challenges
Foundations face in catalyzing private sector investments, exploring risk appetite,
funding structures, technical assistance, and partnerships.
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Connecting Capital to Communities
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Estimated
i -100% -2.5-0% -6%-20% 3%-28% 2.75%-15% 8%-10% 0-2% 12-18%
Approximate o = - ” ”
Market Size $75 billion $235 billion $480 billion $1.5 trillion $742 billion $1.4 trillion $53.6 trillion
Program Impact Impact Mission Devel - Green/Social Negative/
€| Grants M Related Investment: Investment: | Related e;;zg ::r;en rel;e . dc;ma Exclusionary
Investment Impact First Finance First Investment ESG Finance




Choices and strategies for investors on the ‘spectrum of capital’

Approach

Financial
goals

Impact
goals

Description

TRADITIONAL RESPONSIBLE SUSTAINABLE IMPACT DRIVEN PHILANTHROPY
‘Finance first’ € P ‘Impact first’
Target competitive risk-adjusted financial returns Unfgﬁ?:; st Bel?g::‘:; ket P:rzt;aelrsggg ?,l ng?t‘aﬁlfot:s

Avoid harm and mitigate ESG risks
Benefit all stakeholders

Contribute to solutions

Limited or no Mitigate risky Adopt Address societal ~ Address societal Address societal ~ Address societal ~ Address societal
regard for ESG ESG practices, progressive challenges that  challenges challenges that  challenges by challenge with
practices or oftenin orderto  ESG practices, generate where returns require a below-  supporting non-  donations or
societal impact ~ protect value that may/are competitive are unknown, or  market financial ~commercially with the
expected to financial returns  investors risks return for viable models, expectation of
enhance value for investors largely unknown investors inc. guarantees  full capital loss

[ The ‘Impact economy’




Catalytic Capital

. Catalytic capital—is define as capital that accepts disproportionate risk or
concessionary returns to generate positive impact and enable third-party
investment that otherwise would not be possible—has been at the forefront of
this push.

. In the case of an unproven fund, enterprise, or innovation, catalytic capital might
be the investment that helps things get going, building a track record that can
attract other investors to riskier opportunities in areas such as energy access.

. In a blended finance transaction, catalytic capital might mitigate risk through
a guarantee, subordination, or first-loss investment.

. The aim of catalytic capital is to unlock impact and additional investment that
would not otherwise be possible, strengthening communities, expanding
opportunity and economic growth, and fueling innovation that advances the well-
being of people and the planet, while laying the groundwork for mainstream
investors to participate in transformative investments


https://www.macfound.org/press/article/catalytic-capital-consortium-faqs/
https://impactalpha.com/catalytic-capital-impact-investors-unlock-off-grid-energy-financing-with-first-loss-guarantees/
https://www.barrons.com/articles/guarantees-transforming-impact-investing-finance-1494368753
https://www.investopedia.com/terms/s/subordinate-financing.asp
https://thegiin.org/assets/documents/pub/CatalyticFirstLossCapital.pdf

market viability and are on track for commercial viability.
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Mid: Support program growth, sector growth,
systems change, direct outcomes (ex. jobs,
housing, customers served, etc.)

Late: Support program scaling, sector scaling,
systems change, multiplying
business outputs @
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SOURCE: PETERSON, 2021






Over the next decade, with a
combination of public policy
work and scalable projects, PSI
will become the most

impactful investor/operator in
programs and services for
families outside of the
government in Puerto Rico. Lead
the efforts toward the reduction
of child poverty in a half by
2030.
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“Oasis” economic mobility zone: $100M Investment
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Traditional Responsible Sustainable Thematic Impact First
Investing Impact Investing Impact Investing Impact Investing Investing

Philanthropy

ESG Risk ESG - Maximum-Impact Solutions
EDED Opportunities

Seeks financial Investments are Sustainability Targeted themes Social and Financial returns
returns regardless screened out based  factors and and financial environmental disregarded in

of Environmental, on ESG risk financial returns returns drive considerations take  favor of social and
Social or Governance drive investment investment recedence over environmental
(ESG) factors selection selection inancial returns solutions
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Blended Finance for Social Good

o R H O RI 2 o N 3 COMMERCIAL
s CAPITAL 1

PUBLIC

D TH E FU N D PRIVATE BLENDED

o
e,

FINANCE SOCIAL AND/OR
MOBILIZING MECHANISMS/ B ENVIRONMENTAL
INSTRUMENTS e
CONCESSIONAL
CAPITAL ¢ ,
e PUBLIC
PRIVATE
FINANCING SOURCES FINANCING STRUCTURE USE OF FINANCE

Source: Adapted from “OECD DAC Blended Finance Principles” Report.
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