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In June 2020, Hanna Holmberg and Camilla Löwenhielm – both fund managers at SEB, one of the 

largest banks in Sweden – were just ending an intense discussion on the impact funds they were 

managing. The discussion had been spurred by the previous day’s video call with Dirk Dijksma and 

Daniel Schriber from the impact investment management firm Symbiotics, a long-time partner and 

supplier of SEB. Dirk and Daniel had proposed adding more green investments to the SEB impact 

funds, which were currently mostly focused on traditional microfinance. Specifically, the Symbiotics 

team had presented Hanna and Camilla with an opportunity to invest in a green bond issued by a 

bank in Sri Lanka: Pan Asia Banking Corporation (Pan Asia). SEB impact funds were already invested 

in this bank, funding microfinance offerings, but this bond would finance loans in green categories 

such as home solar systems, energy efficient household appliances and electric vehicles.  

SEB had considered environmental criteria in their impact fund investments from the start.2 To 

expand from mainly social categories to include green categories, however, would mean a shift in 

investment strategy, which would bring challenges as well as benefits. Adding green categories 

would give a new flavour to the funds that would meet institutional investors’ growing concerns over 

environmental issues, as they increasingly focused on the total impact of their investments. 

However, it would also mean Hanna and Camilla having to think about how these green investments 

would change the impact reporting of the fund. They understood that impact measurement and 

reporting in the environmental sphere were different to impact reporting in classic microfinance. 

Main concerns were defining the most important metrics for the proposed Use of Proceeds, and 

understanding the potential challenges when collecting and processing the data. These had long 

been notoriously challenging areas in the microfinance value chain. 

   

Impact investing 

Since the launch of the Principles of Responsible Investing (PRI) in 2006 there was growing interest in 

the global finance community in addressing sustainability – or environmental, social and governance 

 
1 The authors gratefully acknowledge the research assistance provided by Angelo Bello.  
2 The environmental policy of the investee had always been one of seven dimensions that the SEB fund 
assessed before investment. 
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(ESG) issues – in investment decisions. Motivations differed: Whereas some investors mainly wanted 

to minimize risk exposure to such factors, others were primarily using it as a way to have a positive 

environmental and/or social impact. This latter category of investors, commonly referred to as 

impact investors, were a diverse set of investors with a variety of return requirements. The majority 

were for-profit asset managers looking for risk-adjusted market-returns, while other organizations 

such as foundations and family-offices had more philanthropic motives. Regardless of return 

requirements, achieving impact was central to their investment strategies.   

A key criterion for impact investors was the concept of additionality, meaning that the investment 

would fund an activity that had a positive impact that would not have taken place without this 

investment. For example, an impact investor would like to be sure that the carbon emissions 

reductions they were funding would not have happened without this investment. In the quest for 

additionality and impact, underserved markets in developing countries were natural areas for impact 

investors. There, most funded activities could be considered an improvement that would not have 

happened without the investment.  

According to the most recent report by the Global Impact Investing Network (GIIN), private debt was 

the most common impact investing asset class in 2019, in terms of both size and number of 

investments, followed by publicly traded debt3 and private equity. Microfinance was the second most 

common sector allocation with 13% of total assets under management (see Appendix A).   

 

Microfinance 

Microfinance (sometimes referred to as financial inclusion) aimed to provide financial services to 

households and micro-enterprises traditionally excluded from commercial banking services.4 

Typically, these were low-income, self-employed or informally employed individuals, with no 

formalized ownership titles to their assets and few formal identification papers. Microfinance was 

offered in the form of credit, savings, remittances, payment services, insurance and other basic 

financial products. The providers of microfinance services constituted a diverse group, from NGOs to 

non-bank financial institutions (NBFIs), cooperative banks and commercial banks. Those specializing 

in providing microfinance were labelled a microfinance institution (MFI). 

Microfinance extended the reach of financial markets to where they would otherwise not go, by 

definition meeting the additionality criteria of impact investors. In 2019, the World Bank estimated 

that 1.7 billion adults still lacked access to formal financial institutions and the International Finance 

Corporation (IFC) estimated that 40% of formal Micro-, Small and Medium Enterprises (MSMEs) in 

developing economies had unmet financing needs. This translated to an annual financing gap of 

USD 5.2 trillion for micro enterprises and MSMEs in these markets.  

Microfinance services were argued to contribute positively to sustainable development in many 

ways. Micro-loans enabled low- to middle-income beneficiaries to start or grow their businesses, and 

increased their capacity to absorb financial shocks, access goods of first necessity, accumulate assets 

and invest in human capital such as health and education. By generating employment and preventing 

 
3 Debt securities traded on an exchange. 
4 Micro-enterprises are defined as small businesses that employ up to five people. Small enterprises 
employ up to 50 people and medium-sized enterprises employ up to 250 people.   
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unemployment in socio-economic crises, micro-finance solutions improved the living conditions of 

the beneficiaries and their families.5  

 

A costly and risky service 

There were several reasons for the limited supply of financial services for low-income segments of 

the population, sometimes referred to as the Bottom of the Pyramid (BOP). The fixed costs of 

providing financial services – the costs that are independent of the amount of deposit or credit, or 

the number of clients served by an institution – made it harder to provide financial services to low-

income segments of society. These customers typically made small/few transactions, which made 

each transaction costly and unprofitable for the financial institution. In addition, a dispersed 

population in a rural area increased the costs of providing financial services still further and 

decreased commercial viability outside urban areas.  

Providing financial services to such customers could be risky. In addition to default losses, many 

customers operated in the informal sector and lacked the formal documentation required for 

financial transactions. Another significant barrier in this market was that lack of financial literacy 

which in many cases restricted the demand for financial services. All in all, the costs and risks of 

providing financial service to these underserved markets discouraged commercial banks, with high 

profitability demands, from servicing these markets. This had opened up opportunities for 

microfinance institutions. 

 

The microfinance value chain 

Non-bank financial institutions providing microfinance services were unable to fund their operations 

with deposits and were therefore dependent on other sources of funding. In the microfinance value 

chain impact investors invested in or lent money to the microfinance institutions that provided the 

micro-funding to the end-beneficiaries (see Appendix B). According to research, the industry 

exceeded USD 100 billion in 2019 and serviced over 200 million clients. While the industry had 

spread across all continents, it was predominantly active in the Global South, with epicentres in 

South Asia and Latin America.  

The loan interest rate that an MFI offered end-beneficiaries was a function of various key factors. 

First, the MFI would need to cover its operational expenses incurred by providing the loans. Given 

that the methods of disbursing loans to micro-entrepreneurs could be labour-intensive, these could 

be quite substantial (about half of the portfolio yield, i.e., about half of the “average lending rates” to 

the end-beneficiaries). While carrying out credit assessments and handling payments, loan officers 

performed manual tasks and held face-to-face meetings, often in rural areas. Second, the MFI would 

need to cover its expenses linked to non-performing loans, raising interest rates to end-beneficiaries 

still further (about one-tenth of portfolio yield). Third, MFIs raised capital from domestic and 

international lenders/investors and paid commercial rates for borrowing. Given factors such as credit 

 
5 Some studies pointed out the limited positive effects of microfinance services. For an overview, see for 
example “Microfinance costs, lending rates and profitability” in Caprio G (ed), The Encyclopedia of Financial 
Globalization (2012). Elsevier, Oxford, UK. 
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risk, currency risk and high inflation in these countries, the interest rates on their funding could be in 

double digits (which in turn is about one-third of the portfolio yield). Fourth, in order to be financially 

viable in the long run and to be able to attract investments, the MFI would need to generate a 

reasonable profit and return to its owners (about one-tenth of the portfolio yield). To cover these 

factors, interest rates to end-beneficiaries were high (25–30% on average) and a common critique of 

the micro-finance sector was that these rates could have a highly negative impact on the end-

beneficiaries.    

 

Impact reporting 

In addition to a financial return, the impact investors funding MFIs were interested in the positive 

impact to which their investment contributed. Fund managers had to report back to their investors 

on the degree of impact the investment had generated. This was usually done in an annual impact 

report. Among the most commonly reported metrics were: the number of MSME loans granted, the 

number of beneficiaries reached in rural areas, the number of loans granted to women 

entrepreneurs (an especially underserved group), the number of loans in different industries, as well 

as the number of jobs created or supported in low-income areas, among disadvantaged groups and 

in other target populations.  

A recent concern in the impact investment community had been to consider the possible negative 

effects of the investments on society, sometimes referred to as principal adverse impacts (PAI). This 

was partly spurred by the upcoming European Union (EU) Sustainable Finance Disclosure Regulation 

(SFDR), which would require financial market participants to disclose whether their funds considered 

negative impacts on the environment and society. For investors in the micro-finance sector, this had 

increased the importance of monitoring potential over-indebtedness among end-beneficiaries, as 

well as potential negative environmental effects, such as greenhouse gas emissions, from activities 

financed by micro-loans.  

 

A parallel trend: green, social and sustainability bonds 

A parallel trend in the sustainable finance sphere was the growing market for green, social and 

sustainability (GSS) bonds, sometimes referred to as sustainable bonds. Following the first issuances 

of green bonds in 2007, the market really took off with the launch of the Green Bonds Principles 

(GBP) in January 2014. These were administrated by the International Capital Market Association 

(ICMA). In mid-2020, the cumulative issuance of sustainable bonds was approaching the much-

awaited milestone of USD 1 trillion, and the market was expected to grow still further (see Appendix 

C). Investor demand was high, and the funding needs generated by the ongoing Covid-19 pandemic 

meant that there was also an increasing supply of GSS bond, especially social bonds.   

A sustainable bond was just like a normal bond, except that the issuer of the bond earmarked the 

proceeds to fund new or existing projects that promoted environmental initiatives (green bonds) or 

social initiatives (social bonds). Sustainability bonds was a label used for a bond that financed both 

social and environmental projects at the same time. The ICMA principles for green and social bonds 

were a voluntary set of principles that upheld the transparency and legitimacy of this market. The 

principles were structured around four pillars that provided some structure in terms of what issuers 
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needed to do with regard to: 1) Use of Proceeds, 2) Project Evaluation and Selection, 3) Management 

of Proceeds, 4) and Reporting. Issuers could choose to set up a Green Bond Framework built on the 

four pillars of the GBP, together with an external review of the framework. Several bonds could be 

issued under the same framework.  

The pillar of reporting covered both recommendations on how the issuer should report on the 

allocation of proceeds, as well as the expected environmental and/or social impacts of the financed 

projects. To provide additional guidance to issuers, ICMA published the Harmonized Framework for 

Impact Reporting in 2019 (updated in April 2020).6   

Reporting on a project’s environmental impact was inherently difficult and methodologies were not 

standardized. One challenge was to establish a baseline that could provide a “before” measurement 

with which to compare the outcomes. For example, reporting on saved or avoided greenhouse gas 

emissions linked to the installation of solar panels would need to establish the level of such emissions 

if the panels had not been installed. Would this be the average emission for the local electricity grid, 

or the regional or national average?7 To increase comparability between different projects and 

bonds, the ICMA handbook recommended some core indicators for each category of Use of Proceeds 

and encouraged all issuers to be transparent about their calculation methodologies (for examples on 

Renewable Energy, Energy Efficiency, and Sustainable Water and Wastewater Management see 

Appendix D).  

Financial institutions (mainly banks) were increasingly taking the opportunity to fund their balance 

sheets by issuing sustainable (mainly green) bonds. With high demand from investors, issuers were 

often able to obtain a lower interest rate – a so-called (and disputed) greenium – and longer 

maturities, while also broadening their funding base by reaching new types of investors. When banks 

issued, they would use the proceeds to fund green loans for their customers’ green projects. Their 

reporting would thus be a compilation of their portfolio of green loans and their expected 

environmental impacts.  

For smaller financial institutions in emerging markets, the barriers to issuing sustainable bonds were 

perceived as high. The in-house capacity to construct a green bond framework, set up a roadshow, 

and so on, was not always available and hiring external consultants was costly. The fixed costs of an 

issuance (estimated at approximately USD 50 000, but could vary a lot between issues) therefore 

prevented smaller institutions from accessing the sustainable bond market. Consequently, the 

issuance of sustainable bonds in emerging markets was significantly rarer than in developed markets 

(see Appendix E), even though the need for funding for green investments in these regions was 

irrefutable. 

 

 

 

 
6 Handbook-Harmonized-Framework-for-Impact-Reporting-WEB-100619.pdf (icmagroup.org) 
7 While many organizations had existing published methodologies for project GHG accounting, there were 
ongoing efforts to harmonize greenhouse gas accounting methodologies for relevant sectors among a 
broad group of international financial institutions.  

https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/June-2019/Handbook-Harmonized-Framework-for-Impact-Reporting-WEB-100619.pdf
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Symbiotics: innovating and catalyzing the microfinance value chain  

Symbiotics, a Swiss impact investment management firm, was determined to bridge the supply of 

and demand for sustainable bonds in emerging markets. 8 It launched an investment platform where 

institutional investors could access investment opportunities linked to emerging market private debt. 

The initial focus had been on microfinance, but Symbiotics had recently expanded into other areas of 

private debt. In addition to having a positive social impact, it was able to offer its clients an 

opportunity to have a positive environmental impact in regions where environmental needs were 

great.  Furthermore, as the living standards in these regions rose, it was expected that greenhouse 

gas emissions would rise substantially. A transformation to low-carbon societies in emerging markets 

was therefore very important.   

Symbiotics saw an opportunity to fund this transition through sustainable bonds. The microfinance 

institutions were used to report on the social impact of their microfinance loans, and adding green 

categories to Use of Proceeds had huge potential. In a “step-by-step” approach, these institutions 

(mostly MFIs), which traditionally have had a low green exposure, were able to expand their loan 

portfolios and build internal capacity regarding environmental impact. 

The team at Symbiotics realized that it would be too costly for the financial institutions to set up their 

own frameworks for issuing sustainable bonds, especially in relation to their rather small issuances 

(5-20 MUSD). Symbiotics instead took an innovative step and set up their own Sustainable Bond 

Framework for their investment platform.9  Essentially, this meant that the platform issued a bond 

that institutional investors could invest in (see Appendix F). The proceeds would be used to disburse 

a loan to the financial institution (for example an MFI). 

As an intermediary in the value chain, Symbiotics would ensure that all the requirements under the 

Green and Social Bond Principles, as well as the Sustainability Bond Guidelines, were fulfilled by the 

issuing financial institution (see Appendix G).  This was reflected in the loan documentation and the 

contract between Symbiotics and the financial institution, and in a second step affecting the loan 

documentation between the financial institution and the end-beneficiary. Symbiotics would assist 

the financial institutions with the determination of eligible green and social assets by going through 

their loan books, help to set up internal governance structures, support and supervise the correct 

Management of Proceeds, and importantly provide the annual reporting on both the allocation of 

proceeds and impact to the end-investors.   

The set-up provided several benefits to the emerging market financial institutions. It allowed them to 

access this type of funding at a substantially lower cost compared to issuing themselves. Besides not 

having to set up their own framework, they also saved operating expenses on training and second 

party opinion. They also got access to Symbiotic’s experience in eligibility assessment to identify the 

most appropriate categories of loans to end-beneficiaries.   

 
8 As of mid-2020, Symbiotics had, since its launch in 2005, structured and originated approximately 4000 
deals for over 400 financial companies in emerging markets, with a total debt value of almost USD 6 billion 
(see symbioticsgroup.com) 
9 The framework was issued via Symbiotic’s Luxembourg-incorporated securitization vehicle Micro, Small 
& Medium Enterprises Bonds S.A. (MSME S.A.). Green, Social and Sustainability bonds could be issued 
under the framework. 

https://symbioticsgroup.com/
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SEB: an early impact investor 

SEB saw great market opportunity in sustainable investments overall, as client demand for such 

aspects was growing rapidly. Globally, sustainable investing assets under management increased 

with 34 percent 2016-2018, and its market share in Europe was 48.8 percent at the end of 2018.10 

Net investment flows to sustainable investment funds reached $159 billion in 2019 and were 

estimated to surpass $300 billion in 2020.11 Furthermore, policy measures and regulatory pressure 

were stimulating these developments. The 2018 launch of the EU Commission’s “Action plan on 

financing sustainable growth” signalled a continued emphasis on connecting finance with 

sustainability. 

SEB Investment Management was a pioneer among Swedish institutions when it launched its first 

microfinance fund in 2013, enabling their clients, such as large pension funds, to channel capital to 

low- and middle-income entrepreneurs in emerging markets. With ten microfinance funds (closed-

end) since 2013, as well as a broader Impact Opportunity Fund, at a total value of just over SEK 9 

billion, SEB was one of the larger microfinance investment managers in Europe in 2019. 

The strategy of the microfinance funds was to capture the financial and social value creation of 

financial intermediaries active at the Base of the Pyramid in emerging markets. The investment 

universe comprised microfinance institutions such as microfinance banks, non-bank financial 

institutions (NBFIs), cooperatives and NGOs. In addition, the fund had a fairly unique and deliberate 

strategy of providing debt financing in local currencies (unhedged). It did this for two reasons. First, 

removing currency risk from the microfinance institutions, which had their loans in local currencies, 

was in line with acting as a responsible investor. (SEB handled the currency risk through its diversified 

portfolio.) Second, this type of strategy typically generated higher returns for investor portfolios over 

time. 

Given the clear social focus of the funds, reporting was centred around traditional microfinance 

impact metrics.12 The investor could thus learn about the characteristics of the end-beneficiaries, 

such as gender, location (urban or rural), sector and credit methodology (individual loans or 

group/village loans). The report usually also contained elements of the narratives of the end-

beneficiaries in order to convey in some depth the impacts achieved (see Appendix H). 

 

A green investment opportunity for SEB impact funds  

Back in the SEB office in Stockholm, Hanna Holmberg and Camilla Löwenhielm were still discussing 

the proposal from Symbiotics. They had expressed to Symbiotics their willingness to encourage and 

finance the green loan portfolio of investees. At the video call meeting, Dirk Dijksma and Daniel 

Schriber had presented the idea of adding a green bond investment to the SEB impact funds. The 

issuer (through the Symbiotics platform) was the Pan Asia Banking Corporation (Pan Asia), a bank in 

 
10 Source: Global Sustainable Investment Alliance (2019) 2018 Global Sustainable Investment Review. 
Report. 
11 Source: UNCTAD (2021) The rise of the sustainable fund market and its role in financing sustainable 
development. Report. 
12 Despite this clear social focus, the funds also aimed to address global challenges such as climate 
mitigation.  
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Sri Lanka that focused on retail and MSME lending.13 Hanna and Camilla were familiar with the bank 

and had a positive experience of it from previous transactions where SEB funds had funded Pan Asia 

microfinance lending. The bank had a good coverage, with 85 local branches, and an ambition to 

reach parts of the economy where financial inclusion was currently limited (see Appendix I).  

Dirk and Daniel had explained that Pan Asia was committed to expanding its green loan portfolio and 

were seeking funding from the Symbiotics platform. The Use of Proceeds would fund loans for home 

solar systems, energy efficient home appliances, drip irrigation projects (to reduce water usage in 

agriculture) and the leasing of hybrid or electric vehicles. The issue was at LKR 1 433 750 000 

(approximately USD 7 750 000), with a maturity of 48 months and a coupon of 9.4% (equivalent to 

the bond’s yield). The Symbiotics team had done a thorough desktop review of the bank and gave it 

an ESG rating of 3.5 out of 5.14 

Camilla and Hanna were thinking about the investment opportunity that Symbiotics had presented 

them with and were considering three key questions:   

1) From an impact perspective, what would be the main benefits and challenges of investing in 

the Pan Asia green bond? 

 

2) If they did invest, what would need to be added to SEB’s current impact reporting, in terms 

of perspectives and metrics? 

 

3) What challenges might arise when collecting and processing impact data in the value chain? 

 

  

 
13 According to the https://www.worldbank.org/en/country/srilanka/overview - 1World Bank, 

“Sri Lanka is a lower-middle-income country with a GDP per capita of USD 3,852 (2019) and a total 

population of 21.8 million. Following 30 years of civil war that ended in 2009, the economy grew at an 

average 5.3 percent during the period 2010–2019, reflecting a peace dividend and a determined policy 

thrust towards reconstruction and growth; although growth slowed down in the last few years”. The 

microfinance sector in Sri Lanka was substantial in 2019 and represented a significant method of financial 

inclusion and empowerment for low-income and poor segments of society. 

14  Symbiotics assessed all investees according to seven ESG-related dimensions. See Appendix J. 

https://www.worldbank.org/en/country/srilanka/overview#1


 
 

9 
 

Appendix A. Impact investors’ allocation to different sectors  
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Appendix B: The microfinance value chain 
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Appendix C: The sustainable bond market in June 2020 

 

 
 
 

 

  



 
 

12 
 

Appendix D: Impact reporting metrics from “Harmonized Framework for Impact Reporting” 

Source: ICMA, April 2020   

 

 

  



 
 

13 
 

 

  



 
 

14 
 

Appendix E: Green Bond issuance in developed and emerging markets 

Source: Emerging Market Green Bonds Report 2019, IFC 
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Appendix F. Extract from Symbiotic’s Sustainable Bond Framework 
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Appendix G. Symbiotics bond issuance platform and its position in the value chain 
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Appendix H. Example of impact reporting by SEB Impact Opportunity Fund, June 2019 
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Appendix I. Pan Asia Bank Branch Network  
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Appendix J: Symbiotic’s ESG rating assessment 
 

 

 


