Impactinvesting in emerging markets: Opportunities for institutional investors

im GCt The Global Sustainable Income Fund Il (TGSIF Il) is the second closed-end private

. p ) debt fund managed by TriLinc Global Advisors. It provides private term loans
|nvest| n g and trade finance loans to small and medium-sized enterprises (SMEs) across

i ﬂStltUte emerging markets to create trade and economic growth through access to finance.
Investments are de-risked through TriLinc's protected returns approach and
diversified portfolio.

Fund manager: TriLinc Global Advisors
Total assets under management (AUM): Around USD 1.4 billion

® TriLinc Global Advisors is an investment manager founded in 2008, based in
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California

G I 0 b a I S U Sta i n a b I e ® TriLinc Global Advisors manages around USD 1.4 billion in investments
Income Fundl (TGSIF i)

focused on financial inclusion of small and medium businesses across
developed and developing countries

® [t seeks to combine competitive risk-adjusted financial return with

TriLine GlobalAdvisors

Investment overview

Key fund limited Pension funds: Christian Super, an Australian

partners (LPs) superannuation fund
Geography: Sub-Saharan Africa

Size: Around USD 300 Million (target) Private debt (short-term trade finance and

Impact thesis: Finangial inclusion Instrument type longer-term loans)

Minimum investment

. USD 500,000
size
. . Max. one and a half year investment period, five
Time horizon )
year term, one year extension
° W © Impact Investing Institute
y IN Ng Fee structure 1.25% management fee, 20% performance fee

www.impactinvest.org.uk

This case study is provided for information only and should not be interpreted as constituting investment

advice orany regulated activity. The information and figures provided are @accurate as per the latest

information publicly available and/or made available to the Institute for the purpose of this research. Sources: : i) TriLinc Global Sustainable Income Fund Il Factsheet ii) TriLinc Global 2019 Sustainability
and Impact Report




Case study: Global Sustainable Income Fund Il (TGSIF 1)

Financial return profile

Returns: Market-rate
Track record:
® Double-digit gross yields across all TriLinc portfolios
Liquidity:
® Distributions paid quarterly after an investment period of one and a half years
maximum, for the duration of the five year term, with a possible one year
extension

Risk profile

Currency risk: Loans to companies all denominated in EUR or USD, companies
assume currency risk

Credit risk: All loans over-collateralised (1x for term loans and 117x minimum
collateral required for trade finance loans)

Concentration risk: Comprehensive diversification by country, borrower, industry,
asset type (trade finance and term loans), investment partner and tenor (60 days to
6 months)

Investment thesis

Private Debt Plus® is TriLinc's private debt investment strategy, which aims to
deliver market-rate returns through trade and term loans and measurable positive
impact. To achieve these objectives, TriLinc has adopted key risk management
measures, including:
® Protected returns: The investment performance fee is subordinated to a 7%
preferred return on net assets at the end of the quarter
® Impact assessment training: TriLinc works with investees to ensure their
impact measurement tools are sufficiently sophisticated to provide quality
reporting data

Impact investing in emerging markets: Opportunities for institutional investors
Structure of investments

——— Senior debt

Trade finance
| I (e.g. receivables
financing,

working capital)

Investment
T partners
Iniitl:;::;:rr;al TGSIF (e.g. Helios,
Origin, Scipion
etc.)
Fixed term
loans (up to six
months)
Quarterly distributions
Portfolio breakdown
17% 229
South and Agriculture and
Southeast Asi - i
20% outheast Asia agro-processing
Emerging Services
Europe

Industrial sector
Latin America

Sub-Saharan
Africa

Geography Sector



Case study: Global Sustainable Income Fund Il (TGSIF 1)

Investment selection

Eligible investments

To be selected, borrower companies need to
demonstrate their intent to create positive impact in
one of the following three areas:

® Building sustainable communities

® Strengthening their workforce

® Enhancing their global competitiveness

Due diligence approach

Due diligence of possible investments includes:

1. Needs assessment based on geographical
context and industry benchmarking

2. Compliance with local legal and regulatory
requirements and any other standards or
certifications

3. Compliance with international Environmental,
Social and Governance (ESG) best practices,
in particular TriLinc's Environmental and
Social Management System (ESMS) and the
International Finance Corporation’s (IFC)
Environmental and Social Performance Standards

4. Ability to report yearly on TGSIF impact metrics

Sources: : i) TriLinc Global Sustainable Income Fund Il Factsheet
ii) TriLinc Global 2019 Sustainability and Impact Report

Impact targeting

Impact thesis

Theory of change: TGSIF helps growing businesses to
access flexible and timely capital to scale operations.
The loans are intended to support five key impact
themes:

1. Create jobs

2. Provide growing incomes for employees

3. Increase taxes to local government institutions

4. Drive local production of quality goods and

services and
5. Propel growth of communities

Target stakeholders: Impact-oriented businesses in
emerging markets and communities around them

Impact metrics and outcomes

Impact metrics: Reported at fund-level and borrower
level with impact assessment on five metrics, reported
yearly by borrower companies.
1. Job creation: Around 10,000 in 2019 (permanent
employees reported by each borrower)
2. Female employees: 3,400

w

Employees trained: Around 8,000
4. Wage growth: 156% wage growth across portfolio
companies
5. Increased revenues: 223% revenue increase
6. Increased taxes to local governments: 333% tax
payments increase
7. Increased net profits: 27% net profit increase
Borrowers also report on their contribution towards the
Sustainable Development Goals (SDGs)
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Institutional investor spotlight: Christian Super
Investment: USD 150 million

Christian Super is an Australian superannuation fund with over USD 1.3 billion in
AUM, which makes investments based on biblical values. The portfolio includes
investments in financial inclusion, renewable energy and healthcare amongst
others, pursuing social impact alongside strong financial returns.

Christian Super committed an initial investment of USD 100 million to TGSIF,
supplemented by an additional investment of USD 50 million in 2017.

“Christian Super is excited to be partnered with TriLinc in such a values aligned
investment opportunity, TriLinc's embracing view of impact investment is a great
model of the future of global investment encompassing a broader focus than just
financial metrics.”

Tim Macready, Chief Investment Officer, Christian Super

Other similar opportunities in the market

® There s still a significant market gap for financing the "missing middle” of
SMEs in Sub-Saharan Africa, estimated between USD 90 and 120 billion
® The African Development Bank Group (AfDB) has set up a large trade finance
programme to catalyse the trade finance community to overcome challenges
and increase investments
O As part of its Risk Participation Agreement, AfDB shares the credit risk
(usually up to 50%) of a portfalio of eligible trade transactions
O AfDB also supports local financing situations by providing trade finance
solutions through its Trade Finance Line of Credit and directly finances
export marketing of agricultural commodities across the region

Sources: i) AfDB, “Trade Finance in Africa: Overcoming the Challenges” (2017) ii) TriLinc Global Press
Release: “Christian Super Provides Leverage to TriLinc for Global Impact Investments” (2017) iii) Mbuyu
Capital “Trade Finance in Frontier and Emerging Market” (2018)

in partnership with Dalberq



