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DEFINING BLENDED FINANCE

*Blended finance is the use of catalytic capital from
public or philanthropic sources to increase private
sector investment in developing countries.

*Blended finance is a structuring approach that allows
different types of capital to invest alongside each
other while achieving their own objectives (financial,
social or a blend)

*Blended finance is not an investment approach, and
is therefore different than impact investing

Putting the SDG Funding Gap in Perspective
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MAIN ARCHETYPES AND INSTRUMENTS USED IN BLENDED FINANCE

CONCESSIONAL DEBT GUARANTEE OR DESIGN / PREPARATION TECHNICAL ASSISTANCE
OR EQUITY RISK-INSURANCE FUNDING FUNDS

* Public or philanthropic » Risk reduction tools that « Grant funding that supports ¢ Funds to supplement the
investors are concessional protect investors against costs and activities that lead capacity of investees
within the capital structure capital losses to bankability of projects

« Subordinate and/or junior « Can be event specific as in
terms compared to co- the case of credit or political
investors risk insurance
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BLENDED FINANCE REQUIRES THE CONFLUENCE OF VARIOUS
STAKEHOLDER GROUPS
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MARKET OVERVIEW

Global
1232 deals
$230 billion mobilized

Asia - Pacific
| 32 Deals
$25 billion mobilized

Indonesia
42 deals
$10 billion mobilized




MARKET GROWTH: GLOBAL ANDEAST ASIA-PACIFIC

132 USS ~25 billion 800+

Total number of closed blended Total aggregate Financial commitments in the
4 finance deals targeting South financing towards region and 400+ in Indonesia

East Asia and 42 deals targeting blended finance in

Indonesia Asia and 510 billion
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DEALS TARGETING ENERGY AND FINANCIAL SERVICES SECTORS

ARE MOST COMMON IN THE REGION

Asia-Pacific Indonesia

12%

Agriculture

Education - 3% 0%
ne 26%

Health 5% %
Housing and Real - 1% 2%
Estate
Industry and Trade - 3% 0%
Infrastructure 24% 1 8%

General 12% 16%
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ILLUSTRATIVE BLENDED FINANCE RISK-RETURN & IMPACT MAPPING OF
STAKEHOLDERS

High ., Private-philanthropic
investors
<_ Public donors and
development coop.

Private-commercial
impact investors

r"' \l Multilateral and
< 4 Bilateral DFls
@
5
& Private-commaercial
=2 Investors
&
[
Institutional
Irvestors
Low Development Impact High
Legend

= [ )illustrative relative size of assets under management
=  Return expectation:

MNone > Commercial

Source: Enclude/Palladium; “How to Get Investors on Board”; 2018






TYPICAL STRUCTURE OF A FOUNDATION

Minimum

distribution / payout

requirement

ENDOWMENT OF A
PRIVATE FOUNDATION

Ordinary
portfolio
investments

Various investments
Mission-Related Investments (MRIs)
Socially Responsible Investments (SRIs)

Traditional Investments

No returns or less than
market-rate returns
expected

Market-rate returns
expected, to
maintain/grow the
endowment






FOUNDATIONS/NGOS REMAIN UNDERREPRESENTED IN BLENDED
FINANCE TRANSACTIONS (7-10%)

Investor Sub-Sector
Commercial Investor
1 Development Agency
m DFI / MDB
B Foundation / NGO
27% 31% 31% B Impact Investor

2015 -2017

2018 - 2020 2021 - 2023

Percent of financial

Comml;tm:eﬂtﬁgence Historical Deals Database
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FOUNDATIONS IN THE OVERALL BLENDED FINANCE MARKET

US $31B

mobilized to-date

302

deals

Annual Deal Count

30

20

21

2018

2019

29

2020

2021

2022

2023

$2.5B

$2.0B

$1.5B

$1.0B

$0.5B

$0.0B

Aggregate Annual Financing (USD Billions)

B Amount Mobilized
Count of Historical Deals

Source: Convergence Historical Deals Database

CONVERGENCE

16



% OF BLENDED FINANCE DEALS WITH PARTICIPATION FROM ONE OR MORE
FOUNDATIONS

68%

® Foundation No Foundation

CONVERGENCE



Infrastructure ( Non Energy)

FOUNDATIONS ARE MORE LIKELY TO SUPPORT SOCIAL SECTORS, SMES AND

AGRICULTURE

FOUNDATIONS

Agriculture 25%

21%

Education & Health

Energy 7%

25%

Financial Services

General 20%

8%

Infrastructure ( Non Energy)

ALL INVESTORS

Agriculture 21%

9%

Education & Health

Energy 28%

23%

Financial Services

General 13%

21%

Source: Convergence Historical Deals Database
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FOUNDATIONS MOST COMMONLY FUND TRANSACTIONS IN SSA, REGIONAL
PARTICIPATION FOLLOWS MARKET TRENDS

FOUNDATIONS ALL INVESTORS
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BLENDED FINANCE ARCHETYPES: CONCESSIONAL FUNDING VIA GRANTS AND PRI

FOUNDATIONS ALL INVESTORS

Concessional Capital 83% Concessional Capital 73%

Design-Stage Grant 20% Design-Stage Grant - 9%

Guarantee / Risk Insurance 18% Guarantee / Risk Insurance 27%

26%

Technical Assistance Funds 37% Technical Assistance Funds

Source: Convergence Historical Deals Database
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GRANTS CONTINUE TO BE THE DOMINANT INSTRUMENT, BUT CONCESSIONAL
EQUITY HAS BECOME A CORE INSTRUMENT USED BY FOUNDATIONS

FOUNDATIONS

| %
3% Mezzanine
Guarantee 20%
Debt

47%
Grant
29%
Equity

ALL INVESTORS

| %
Mezzanine
21%
Debt

13%
Guarantee

45%
Grant

CONVERGENCE



FOUNDATIONS/NGOS LEAGUE TABLES (2018 —2023)

I ST ——T
Bill & Melinda Gates Foundation _ 10

Omidyar Network

Visa Foundation

Grand Challenges Canada (GCC) _

The Lemelson Foundation

Children's Investment Fund Foundation (CIFF) _

Ford Foundation

~N

Source: Convergence Historical Deals Database
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MAIN OBSERVATIONS ON FOUNDATIONS AND BLENDED FINANCE

* Foundations are underrepresented in blended finance relative to other concessional
capital providers; opportunity to increase their participation

* Foundations have more flexibility and lower return expectations compared to other
concessional capital providers

* Foundations can play an especially important role as seed funders and supporters of
innovative and pilot transactions

* To date, foundations have not strategically collaborated with the development
finance community; scope for more coordinated interaction

* Foundations have a long history of investing in impact; the opportunity to exchange
learnings on impact tracking and investing.
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QUESTIONS



Joan.Larrea@convergence.finance

CONTACT US

QOOOO

WEBSITE

GENERAL INQUIRIES

MEMBERSHIP

DESIGN FUNDING

TRAINING

convergence.finance

comms@ convergence.finance

support@convergence.finance

design.funding@ convergence.finance

training@convergence.finance

CONVERGENCE

BLENDING GLOBAL FINANCE

FOLLOW US

o TWITTER @ConvergenceBF

@ LINKEDIN linkedin.com/company/convergenceblendedfinance

o YOUTUBE youtube.com/c/ConvergenceBlendedFinance
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