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Announcement of Expanded Landscape under the Japan Impact-Driven Financing Initiative
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IDFI’s Impact-driven Financing Landscape

e 'Impact-driven Financing' serves as an umbrella term for financial activities conducted by
financial institutions with the explicit intention of contributing to the resolution of
environmental and social issues.
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e |t encompasses two main dimensions of practice to create impact.
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Dimension : Driving entity-level impact creation through individual targeted finance
EBlDisstEZE U TRIRE - SR8 RZBigd il
Dimension : Driving system-wide impact creation through addressing system level risks and

enhancing economy-wide returns
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e These dimensions are not mutually exclusive.
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e Given the diversity of financial institutions, each is expected to pursue impact creation from its
respective position.
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IDFI’s Impact-driven Financing Landscape

e Landscape of IDFI’s Impact-driven Financing

Dimension A: Entity-level
Impact Finance
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Dimension B: System-wide
e Impact Finance
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Practices aimed at creating entity-level environmental and
social impacts through individual investments and loans, driven
by the institution’s purpose, philosophy or materiality.
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Practices aimed at creating system-wide critical environmental
and social impacts by addressing system-level risks, ultimately
seeking to enhance the overall level of medium-to-long term
returns across portfolios.

INTCORFRICHEZSRADDIERIRR - H=REDRE
RICMENTTRIE - HSBEEOESER L(CEMU. FFRELUT
PRS- ERRZB/IET 7 JO0—F

Not mutually
exclusive—
institutions can
focuson A, B, or
both
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Why Expand the Scope? fRIBILERKDER
«  Evolution of Sustainable Finance (U XFFJIL T 71 7> ADiEA(L)
«  Clear Intention to Solve Issues (GREDOHFHR(CETIZIRELRERX])
«  Broadening the Base (#BEFDILK)
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Comparing the Two Dimensions of Practice

Q Dimension A: Dimension B: e

Entity-level Impact Finance System-wide Impact Finance

* More suitable for institutional investors who
act as global universal owners, or regional

o E g | o Fits all types of financial institutions and financial institutions that can be considered
Financial investors. , :
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* Primarily driven by financial motives, aiming to
* Aims to generate environmental and social address non-diversifiable system-level risks
impacts simultaneously with financial returns that affect the entire market environment, and
(Purpose-driven Intention). to secure socio-economic sustainability
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* Impact that contributes to enhancing the
soundness of environmental and social

* Measurable, positive environmental and social

impact
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Comparing the Two Dimensions of Practice
Dimension B: G

System-wide Impact Finance

Q Dimension A:
Entity-level Impact Finance

» Standard IMM (Company/Project Level):
* System-wide Risk & Issue Analysis: Identifies

Impact

Management

Visualizes impact pathways based on impact

strategies and goals, and manages outcomes

through KPI setting and monitoring.
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Systemic-approach Practices (Overlap of A &
B): Analyzes issue structures using system

maps to identify leverage points and engages
stakeholders.
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systemic risks or regional economic issues,

driving collaborative partnerships as

institution-wide practices.
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Specific methodologies and outcome
measurements are still evolving.
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System-wide diagnostics (using IDRO: Impacts,
Dependencies, Risks, and Opportunities ) can

be considered a potential approach.
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