
 

  

 

The Landscape & Opportunities in Impact Investing 

Impact Investing Whitepaper (2/3) 

Having established that we want to find Impact Investment opportunities that generate measurable 

social impact and attractive financial returns, the next question is – where? In our view, there is no lack 

of capital willing to invest in impact investments. We believe the largest challenge facing the industry is 

an insufficient pipeline of attractive investment opportunities and a playbook to create sufficient 

financial and social returns once such investments are found.  

In this, our second of three whitepapers on Impact Investing we focus on: 

• Understanding how the $14.75B in Impact Investing capital is being invested in Canada today 

• Identifying potential funding gaps in the Impact Investment landscape that could present an 

attractive investment thesis 
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Executive Summary 

At first glance, the Impact Investment industry in Canada is thriving, with rapid growth in AUM and strong investment 

performance relative to investor expectations 

• There is currently $14.75B in AUM which has grown 291% from just $3.77B in 2012 – large, growing demand 

• 65% of Impact Investors seek competitive returns at or above market rates – of these investors, 96% of them reported 

investment performance that met or exceeded expectations 

• If we include all Impact Investors – including those who seek attractive returns but at some discount to market rate – 

90% of them reported investment performance that met or exceeded expectations 

A deeper assessment unearths several gaps, issues and opportunities across (i) early-stage “start-up” Impact Investments 

(ii) private equity Impact Investments and (iii) public equity Impact Investments 

• A lack of non-resource Impact Investments and investment opportunities 

When digging into the composition of assets by sector, it’s clear that most Impact Investing sectors are incredibly 

small and likely nascent. Most of the AUM (61%) is concentrated in Energy-related and Housing-related investments 

and suggests most non-resource sectors have a limited pipeline of attractive investment opportunities 

• Over-indexing of new asset flows into public equity, despite a limited pipeline of attractive investment opportunities.  

Impact public equity AUM has grown from $0.12B to $6.05B since 2013, signalling strong demand for quality public 

impact investment opportunities. However, given our firm’s experience in public equities we believe investors will be 

challenged to find enough supply of quality public companies that also meet high social return requirements  

• Impact private equity is lacking a large enough pipeline of attractive investment opportunities with scale and are 

struggling to find attractive exit opportunities 

Despite (i) rapid growth in early-stage Impact Investment and social entrepreneurship and (ii) the emergence of 

Impact Investing private equity funds, we believe the to be an insufficient pipeline of attractive investment 

opportunities in the private equity space. Smaller companies struggle to scale due to underfunding and support 

infrastructure (e.g, incubators, accelerators, brokers, and market places are in their early stages) 

• The industry needs more attractive exit opportunities 

There is clearly demand in the public markets for Impact Investments. In addition to the AUM dedicated to Impact 

Investing, the universe of all Canadian public investment opportunities has been declining rapidly – corporate listings 

on the TSX have declined 30% since 2008. However, companies are not scaling to a size commensurate with an IPO, 

and the small and mid-cap impact PE spaces need to find exit opportunities to create competitive market returns 

 

• Poor definitions, segmentation of Impact Investment opportunities; as a result, there is an imbalance between capital 

available (investor demand), pipeline of attractive investments (investment supply) and the infrastructure to support 

companies and investors (e.g, incubators, brokers, marketplaces) 

Investors, companies and clients struggle to understand the landscape and segmentation of Impact Investment 

opportunities across sectors and sizes of investments. We focus on definitions in our first whitepaper “Defining and 

Debating Social Investing” and present our segmentation by sector and size within this document (page 4).  

Given this major gap in investment opportunities – particularly for small & mid-cap impact private equity – we believe the 

major opportunity in Impact Investing is to create an innovative pipeline / source of deal flow via: 

• An industry-by-industry playbook to convert traditional PE assets into ones that meet the social return on investment 

thresholds investors seek alongside competitive market-like returns 

• Consolidation and M&A within social enterprises to make their models more economically viable 

• Better integration, cooperation and shared resources between funds, investors, incubators, accelerators and other 

support infrastructure across investment sizes to allow for easier scaling, pipeline development and exits 



Waypoint Center for Impact Investing 

The Landscape & Opportunities in Impact Investing 

January 2019 

 

2  |  P a g e  

 

Introduction: An Impact Investing Market Overview 

As we outlined in our first whitepaper on social investments, it seemed obvious that Impact Investing represents the ideal form of 

investing in social enterprises. If you can find investments that allow for a proper economic model while meeting a true standard of 

social impact, it seems logical that investors would be all over such opportunities.  

At first glance, Figure 1 shows how the attractiveness of Impact Investing is resulting in the rapid growth of AUM dedicated to Impact 

Investment opportunities. This growth can be 

attributed to three factors:  

• The increased demand from high net 

worth investors and institutional investors 

whose clients want exposure  

 

• The growing availability of Impact 

Investment funds / products opening 

 

• The expansion of investor consideration 

of Impact Investments as they learn how 

they can generate positive social and 

environmental impacts across various 

asset categories 

 

Initially we were worried that this increase in AUM 

didn’t necessarily mean that this AUM was finding 

attractive investment opportunities that were 

actually generating good financial and social returns. While its still too soon to truly tell how strong the long-term financial and social 

returns from this wave of new AUM has been, the initial indication from investors has been very promising. It appears investors are 

confident that the returns generated are in-line with their goals and expectations to-date (Figure 2).  

There also appears to be a diversified mix of types of investment instruments with 

exposure to Impact Investing (Figure 3).  

At the surface, it appears that there is ample demand, AUM growth, and investments 

across asset classes that are meeting the return expectations that investors seek.  
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Looking Beyond the Surface Level 

This analysis of AUM presents a compelling case for the growth and performance of Impact Investing to-date. However, as we dug 

deeper behind this data, we identified issues with the Impact Investing space today that suggests this market is far from mature… 

…but they also present compelling opportunities.  

Issue 1: The composition of assets by sector shows that most Impact Investing sectors are incredibly small and likely nascent. 

The majority of AUM has been deployed into energy-related and housing-related investments and suggests that non-resource 

sectors in Canada have a limited pipeline of attractive investment opportunities  

As Figure 4 shows, 61% of Impact Investment assets in 

Canada are concentrated within the housing and energy 

sectors while the “non-resource” sectors have minimal 

exposure.  

In fact, if you further eliminated generic “social enterprises”, 

just 28% total assets are invested in non-resource markets.  

Once you strip out 61% of the sample size, its difficult to 

attribute any of the trends we identified before (rapid growth 

and strong investment performance) to these non-resource 

sectors. We are yet to find any reliable data or information on 

the non-resource companies that would allow us to determine 

trends on their profile and performance.  

Given our own inability to identify many high-performing non-

resource-focused investment case studies, its easy to 

hypothesize that these sectors remain (i) under-developed (ii) 

under-funded and (iii) the pipeline of investment opportunities 

in those spaces are limited.  

Issue 2: There is an over-indexing of new asset flows focused 

on public equity , despite a limited pipeline of attractive 

investment opportunities 

Public equity represents 41% of total Impact Investment assets, 

having grown from just 3% in 2013.  

We found the growth in public equity assets of interest, but 

unsurprising. In addition to the natural growing demand for Impact 

Investing and the increasing product availability, we witnessed a 

large increase in asset managers committing to move a greater 

proportion of their assets to the Impact Investing field.  

However, while the increase in public equity AUM is a clear 

indicator of the demand for Impact Investments, we remain 

skeptical about the supply of quality Impact Investments for those 

assets to actually chase! 

 

At Waypoint we constantly assess and evaluate public market trends looking for attractive non-resource public companies that fit our 

public equity (https://www.waypointinvestmentpartners.com/public-equity) strategy. We are highly skeptical of the supply / availability of 

(i) high quality (ii) non-resource (iii) public Impact Investments that both provide attractive returns and meet our criteria for social return 

on investment for several reasons: 
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• The universe of Canadian public investment opportunities has been declining rapidly – corporate listings on the TSX have 

declined 30% since 2008 

• Canadian stock markets are largely dominated by resource sectors, leaving a relatively small universe of non-resource 

companies available for investment 

• If you seek to apply a disciplined investment process that rigorously filters quality companies, the true investible universe 

becomes even further limited – we deal with this challenge every day given the rigor of our public equity investment process 

• Our analysis of public company disclosures suggests that while many may provide ESG data at best (the flaws of which we 

highlighted in our first whitepaper) we do not see many companies that adhere to the standard of social return required of 

Impact Investments via their measurement and reporting standards 

 

We are yet to find any compelling evidence to suggest that there are enough companies to supply the overwhelming demand via our 

own research or external research (particularly outside of the housing & energy sectors). Very few companies publish the kind of social 

return metrics that would be necessary for investors to qualify them as Impact Investments. 

In our minds, there is a large gap (and opportunity) to unearth high quality Impact Investment opportunities to supply the demand for 

Impact Investments. As you’ll see in this next section, this is an opportunity across all asset classes and company maturities – not just 

public investments 

Where are the actual Impact Investment opportunities?  

For simplicity, we use the following definitions to discuss the pools of equity capital in the Impact Investment sector and segment them 

in a structured fashion.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This segmentation allows us to analyze issues, gaps and opportunities in a structured fashion. 

Impact Seed Funding – Akin to Startup Seed Capital / Angel Investments 

Typically, Pre-revenue businesses at ideation phase R&D, business plan, product development, & estimating / projecting social return 

Impact Early-Stage Growth / Venture Capital - Akin to Early-Stage Financing Rounds to Scale Business Plans 

Formulated business plans in early growth phases, revenue generation, established case studies for social return  

Small-Cap Private Impact Investments - Akin to Small-Cap Private Equity and Venture Capital 

Typical enterprise values anywhere from $50m - $200m with formal social return models that are measured and reported to shareholders 

Mid-Cap Private Impact Investments - Akin to Mid-Cap Private Equity and Venture Capital 

Typical enterprise values up to $2b with formal social return models that are measured and reported to shareholders  

Large-Cap Private Impact Investments - Akin to Large-Cap Private Equity and Venture Capital 

Typical enterprise values greater than $2b with formal social return models that are measured and reported to shareholders  

Public Impact Investments - Akin to Public Companies with an Initial Public Offering 

Could range in IPO size – from small-cap to large-cap market capitalizations with social return measures publicly reported 

E
a

rl
y

 S
ta

g
e

 P
h

a
s

e
s
 

Im
p

a
c

t 
P

ri
v

a
te

 E
q

u
it

y
 

P
u

b
li

c
 



Waypoint Center for Impact Investing 

The Landscape & Opportunities in Impact Investing 

January 2019 

 

5  |  P a g e  

 

Firstly, our conclusions are consistent with the Global Impact 

Investing Network’s 2018 Impact Investor Survey which identified all 

the challenges the Impact Investing industry faces today (Figure 6). 

The analysis of each of these segments and their investment 

opportunities is a compilation of years of research – for brevity, we 

focus on the key conclusions / takeaways from assessing these 

segments over time, but its fun to note that: 

• Challenge B was the focus of our first whitepaper on this 

topic1 in addition to the segmentation we just provided 

• Challenge D is the focus of our third whitepaper2 

• Challenge A,C & E are related to our conclusions below 

 

 

Issue 3: There is an imbalance across segments between capital to be invested (demand), pipeline of attractive opportunities 

(supply) and the infrastructure to facilitate supply & demand 

 Early Stage Phases Impact Private Equity Public Equity 

Capital (Demand) 

Availability of 

capital, investors 

and access to 

funding for 

companies 

Funding Gap Exists 

The rate of start-up growth is 

rapid, but this space remains 

underfunded3 due to start-up 

risk and unproven return & 

social return models 

Demand Exists 

We estimate there is $2.2 - $3.5B in 

private equity AUM in Canada 

today4 specifically meant to be 

invested in Impact Investments  

Demand Exists 

Plenty of Public AUM and demand 

for public Impact Investments 

exists as already shown within this 

report 

Pipeline (Supply) 

Adequate flow of 

attractive 

investment 

opportunities  

Plenty of Early-Stage 

Impact Investments 

We can cite several reports 

on the booming social 

entrepreneurship sector5 in 

Canada; social enterprise 

startups continue to enter 

the market rapidly 

Inadequate Pipeline of 

Investment Opportunities 

Our analysis of impact PE in 

Canada aligns closely with GIIN’s 

views on a lack of quality 

investments and suitable exit 

options, particularly in the non-

resource sectors 

Inadequate Pipeline of 

Investment Opportunities 

Our experience in the public equity 

universe aligns closely with GIIN’s 

views on a lack of quality 

investments and exit options (a 

lack of sufficiently scaled 

companies that can go public) 

Infrastructure 

Intermediaries (e.g, 

accelerators, 

incubators, banks, 

brokers) to facilitate 

transactions and 

scale for companies 

Growth in Infrastructure 

and Support 

While still in its early stages, 

we can at least identify some 

established incubators and 

accelerators6 and market 

places for funding7 

Lack of Deal Sourcing / Pipeline 

Infrastructure  

We believe the main challenge 

Impact PE faces is the ability to 

source investments. Growing high 

profile Impact PE funds exist 

primarily in the large-cap space 

Infrastructure Clearly Exists To 

Support Public IPOs if company’s 

scale to this size  

 

                                                           
1 https://www.waypointinvestmentpartners.com/impact-investing  - Download Our Whitepaper – “Defining & Debating Social Investments” 
2 https://www.waypointinvestmentpartners.com/impact-investing  - Download Our Whitepaper – “Investment Process – Assessing Financial & Social Returns” 
3 Sources: MaRS Ontario Social Enterprise Report 2017, Ontario’s Social Enterprises Progress Report, Waypoint Investment Partners 
4 Sources: Responsible Investment Association, 2016 Impact Investment Trends Report, Waypoint Investment Partners 
5 Sources: Canadian National Social Enterprise Sector Survey Report, https://this.org/2018/05/02/social-enterprise-in-canada-is-booming-finally/ 
6 E.g, MaRS identifies several incubator and accelerators in Canada: https://www.marsdd.com/mars-library/accelerators-incubators/#2 
7 E.g, SVX Funding Market Place – Initiative of the MaRS Centre: https://www.svx.ca/  

Figure 6: Top 5 challenges for the growth of the impact 
investment industry 

A. Appropriate capital across the risk / return spectrum 

B. Common understanding of definition and segmentation 
of Impact Investing market 

C. Suitable exit options 

D. Sophistication of impact measurement practice 

E. High quality investment opportunities  

Source: Global Impact Investing Network Annual Impact 

Investment Survey 2018 

https://www.waypointinvestmentpartners.com/impact-investing
https://www.waypointinvestmentpartners.com/impact-investing
https://www.svx.ca/
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Issue 4: The lack of pipeline for the Impact PE and public markets is compounded since existing Impact Investing infrastructure 

isn’t yet resulting in enough scale amongst smaller company and there is a lack of exit opportunities in the space 

 

 

 

 

 

 

 

The Gaps Present Opportunities... 

Our analysis of the gaps in the Impact Investing sector have pushed us in a specific direction. Particularly for small & mid-cap impact 

private equity – we believe the major opportunity in Impact Investing is to create an innovative pipeline / source of deal flow.  

Developing an approach to pipeline / deal flow development has been our goal and our approach to doing so has been centered around 

three central ideas. We purposely avoid giving you the full scope and detail behind each of these strategies and encourage interested 

parties in reaching out to us to continue the discussion.  

• An industry-by-industry playbook to convert traditional PE assets into ones that meet the social return on investment thresholds 

investors seek alongside competitive market-like returns 

• Consolidation and M&A within social enterprises 

• Better integration, cooperation and shared resources between funds, investors, incubators, accelerators and other support 

infrastructure across investment sizes to allow for easier scaling, pipeline development and exits 

Now that we have attempted to better define social investing and identify specific opportunities in Impact Investing, our last whitepaper 

focuses on one of the last (but possibly most significant) challenges the industry faces.   

• Impact Investing Whitepaper (3/3): The Investment Process – Financial & Social Return on Investment 

Focuses on how to deal with the challenges of defining, creating, measuring and reporting social return alongside the objective 

of creating competitive financial returns via a rigorous and disciplined investment process 

 

 

Early Stage Phases 

- Underfunded with a funding gap; 

limits scale 

- Support infrastructure 

(incubators, accelerators) is 

growing but still lacking 

- Scaling becomes a huge 

challenge 

 

Impact Private Equity Public Equity 

- Lacking in pipeline of attractive investment 

opportunities despite ample AUM to invest 

- Public markets present a compelling exit 

market for large-cap PE 

- Insufficient exit opportunities in small-to-

mid-cap Impact PE which is critical to their 

IRRs 

 

- Strong demand for companies 

that are scaled enough to IPO 

- Not enough companies scaling 

to IPO size, despite ample AUM 

to invest 

 


