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eVALUATION: 
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LETTER FROM THE EDITORS INSIDE THE ISSUE 

 

“Sustainability is an emerging business megatrend, like electrification and 
mass production, that will profoundly affect companies’ competitiveness and 
even their survival”(1)  
 
Impact Investing is a burgeoning corner of the market, and a topic not 
traditionally covered in any business school finance curriculum. In our 
view, leveraging businesses and capital to drive social change is a true 
source of value creation and is therefore worthy of deeper investigation. 
Impact investing represents a paradigm shift, allocating capital for 
measurable social and environmental impact as well as financial returns. 
It focuses on maximizing stakeholder value rather than 
concentrating exclusively on shareholder value.(2) In this sixth issue of 
eVALUATION, we hope to give readers detailed insight into the mind-set of 
impact investors - some of the most experienced and successful problem 
solvers.  These success stories often do not receive the publicity they 
deserve, however, they carry poignant fundamental investing lessons. 
 
Over the last 3 decades, philanthropy and government aid alone have 
proved insufficient to solve some of the world’s most intractable social and 
environmental issues - logically the world has turned to the financial 
markets for help. Impact investing in the US now totals $6.5 trillion, 
though still a fraction of the $43 trillion of all US assets under 
management. The vast majority of impact assets are invested in the public 
markets through socially responsible investing (SRI) and environmental, 
social, and governance investing (ESG) strategies. Deep impact investing 
— investing in privately held impact ventures and funds — represents just 
$60 billion worldwide.(2) Notably, a 2013 survey by the World Economic 
Forum suggests that nearly two-thirds of U.S.-based pension funds expect 
to make an impact investment in the future.(3) 

 

It is our pleasure to introduce the sixth issue of eVALUATION, Stern’s 
student-run investment newsletter, covering a range of topics in the highly 
topical field of Impact Investing, in addition to few student-submitted 
investment ideas. We hope that you enjoy and take away a few new 
concepts. Finally, we would like to thank our interviewees for their time 
and contributions, as this would not be possible without their valuable 
insights. 
Happy Reading! eV Editors 
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Ron Cordes – Executive Co-Chairman, AssetMark 

An investment industry veteran of 30+ years, Ron co-founded AssetMark Investment 

Services and is currently Executive Co-Chairman of AssetMark with more than $25 billion 

of assets under management. He is a co-author of “The Art of Investing & Portfolio 

Management” and was recognized as an Ernst & Young Entrepreneur of the Year in 2005. 

Ron and his wife, Marty, co-founded the Cordes Foundation to advance market-based 

solutions addressing the world’s most challenging problems. He speaks on impact 

investing and managing an encore career and has been profiled in Fast Company, Forbes, 

Financial Advisor, Financial Planning and Private Wealth Management. Ron chairs the 

Executive Committee for ImpactAssets, a nonprofit financial services company, and is also 

co-chair of the Opportunity Collaboration. In addition, Ron chairs the board of Fair Trade 

USA and serves as a board member of MicroVest Holdings.  

 
eVALUATION (eV): So what first got you 

interested in impact investing? 

Ron Cordes (RC): You know I would say it was a 

bit of frustration. In 2006, I had sold the 

investment business I had started to a big 

insurance company and my wife and I created 

the family foundation we now operate out of 

today. We started getting all this advice about 

how a family foundation works, ‘you give away 

five or six percent a year and invest the rest to 

make as much as you can.’ That just didn't seem 

to make sense to us. We wanted to figure out a 

way to have more of the assets in our portfolio 

really activated for good towards the mission of 

the Foundation which in our case was global 

poverty.   

So we looked at it, and wondered why we 

couldn’t, in addition to giving away the five or six 

percent here, start putting investments on our 

balance sheet that look to solve the same 

problems that we're trying to solve in our grants 

portfolio. And in 2006, a lot of the legal and 

consulting advice we got was that’s just not done, 

you know, sorry, that's not the way the 

foundation works. We ended up learning from a 

couple of different legal teams that there was no 

legal reason why we couldn't do it. We were 

advised to just do Program Related Investments 

(PRIs), but that’s still only carving up my 5% 

grants budget and I wanted to work on the other 

95% percent. So by end of 2007, we decided that 

we would put 20% of our portfolio out in private 

impact deals. We knew we were early. We 

thought we might lose a little money on it but we 

were willing to take the risk and be a first mover. 

Long story short, we were fully invested through 

the crisis of 2008 and when everything was 

marked-to-market at the end of the year, the 

20% of our portfolio that had been invested for 

impact, a lot of it in microfinance and working 

capital for small businesses, ended up 

outperforming everything else in our portfolio. 

So we went from 20% to 30% to 40%. In 2014 

when Steph, our daughter, came aboard the 

foundation, we were almost 50% invested in 

direct private impact investments: funds, debt, 

equity, a real diverse portfolio. The other 50% 

was still sitting in a collection of portfolios that 

my prior firm was managing, very traditionally 

run. And it was really Steph who said why we 

aren’t 100%? And it was a really good question. 

Ron Cordes 
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It’s a question driven by millennials. And if I’m 

honest about it, the reason we weren't 100% is 

because we needed to keep half or more of our 

portfolio liquid in the public markets. I've been 

focused entirely on impact investing in the 

private markets and really hadn’t appreciated 

how the public markets had moved from the old 

Socially Responsible Investment (SRI) world of 

screens of exclusion into this new Environmental 

Social Governance (ESG) world, really focusing 

on the positive attributes of companies and 

focusing on the ability to quantify off-balance 

sheet information and use that as an investment 

advantage. So it was largely Stephanie who, 

along with our portfolio director Eric 

Stephenson, started doing the research on the 

public markets and basically demonstrating that 

the data was there and you could build the public 

markets portfolio in an ESG format and achieve a 

return that was consistent with traditional 

portfolios.  So in June of 2014, we made the 

commitment to go 100%. Steph and Eric 

represented us at a White House gathering and 

over the course of the summer of 2014 we 

transitioned our public portfolio. So for the last 

two years our entire portfolio has been 100% 

invested for impact.   

eV: Incredible, a 100% impact and ESG-
oriented portfolio! 
 
RC: Yes, that was our own personal journey. 

Because I was someone who had come out of the 

traditional investment world, I found this role as 

the pro bono evangelist for this space and 

became an advocate, speaker and spokesperson 

for impact investing. I had been in business for 

30 years and because I was coming in as a 

philanthropist with a family foundation portfolio, 

I had credibility from the social side as well.  

What I realized was that these two are very 

much at odds particularly after the ’08 crisis. The 

whole social world looked at everyone 

associated with Wall Street as the ones that 

caused the global problem and Wall Street folks 

largely looked at the social people and thought, 

‘you guys know philanthropy but you really don't 

have a clue about what it takes to be an investor.’ 

I was able to be in the middle and say that it's 

possible to combine the two, to really have an 

authentic social and environmental mission and 

do it in a way that is a real investment process 

that passes muster from a due diligence 

perspective. 

eV: So what gave you that confidence initially 
to make that 20% allocation to impact 
investing? That wasn’t a toe in the water, it 
was a real arm in the water. 
 
RC: Yeah that is right, we put one leg in the water 

and had there been a shark down there… I used 

this line for years when I built my business, 

“ready, fire, aim” which means that I was always 

predisposed to take action and learn and iterate 

by being in the game as opposed to staying on 

the outside and analyzing, analyzing, analyzing. I 

just applied that ready, fire, aim approach. It 

would have probably been a lot more prudent to 

take a 3 or 5% position, which is more common 

in foundations. I just felt like we needed to really 

put some meaningful capital out there.  

What I realized is if we had taken just a couple 

percent, with the minimum of these funds being 

$250,000-$500,000, we wouldn’t have ended up 

with a very diverse portfolio. We would have 

taken a few percent and made a bet on one or 

two funds. So by taking 20% we built a diverse 

portfolio. We had about ten different vehicles in 

there. I felt like what I wanted to do was evaluate 

how the impact investment market would 

perform without necessarily the idiosyncrasy 

from picking a good fund or a bad fund that 

might not have been representative.  
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So 20% gave us broad diversification, and I 

frankly had not been expecting, nobody 

expected, the depth of the financial crisis. Now if 

you had told me a day after we had made those 

investments that we're going to have the worst 

financial meltdown in my lifetime, nine months 

later I would have been like, “okay it’s going to 

be a great learning experience for us, let's see 

how it all works out.” I had never suspected that 

the investments were actually going to perform 

this well. 

eV: And why do you think there was 
outperformance in 2008? 
 
RC: I think it was largely because we had 

invested outside of the U.S., most of it was in the 

developing world, a lot of it was in microfinance, 

small business finance. So, in an environment 

where almost every other investment in the 

developed world was correlated, by being far off 

the grid, these micro banks and these borrowers 

in places like Peru, Ghana, and Uzbekistan, 

hadn’t really realized that there was a subprime 

crisis in the U.S. and the borrowers paid back 

their loans and the institutions paid back their 

loans to us. The joke was we had invested in 

names I couldn’t pronounce or spell or find on 

the map. We had about 40 different countries in 

the portfolio, a bunch of institutions, these micro 

banks and working capital funds that were not 

widely known, yet they outperformed the JP 

Morgans, Citigroups, and Goldman Sachs of the 

world. What I found was this uncorrelated asset 

class that was the Holy Grail that everybody was 

looking for.  

In ’09, I thought, we’ve done this in our own 

portfolio, and we think there’s some real viability 

here - my next question was, is there demand? 

Are there a sufficient number of other investors 

that it would make sense to start building funds? 

So we participated in one of the first surveys in 

2009, it was called Money for Good and one of 

our partners at the Calvert Foundation funded it. 

They interviewed thousands of high net worth 

investors in ’09 and said, “if you had an 

opportunity to invest in something that could 

deliver a reasonable financial return and deliver 

a social and environmental return that is 

consistent with something you care about, would 

you be interested?” 48% of respondents said 

very interested, 40% said somewhat interested, 

and only 12% said not at all. So here I’m seeing 

that 9 in 10 investors are really interested, and 

when I start digging into the data on why nobody 

was doing it, it turned out that the financial 

advisors, who are largely the gatekeepers, were 

keeping the gates closed. 

The real reason that impact investing wasn't 

happening to a broader extent, was not because 

there weren’t deals out there, and not because 

there weren’t real returns that could be 

achieved, but because for most affluent and high 

net worth people, their relationship with their 

investments is typically through one or more 

financial advisors, and the financial advisors 

were just not up to speed on this investment 

opportunity. In many cases, if it was brought up 

by the client, financial advisors just shooed it 

away as disguised philanthropy, because they 

didn’t really have any background or credibility 

in impact investing. 

After realizing this in 2010, I partnered with the 

Calvert Foundation, and we formed this 

organization called ImpactAssets, with the idea 

that we could catalyze education, support, and 

research for the financial advisor community, to 

help financial advisors understand that this is 

actually a really interesting market opportunity. 

Here is research proving that your clients are 

interested, and  here is a database we’ve 

assembled called the “ImpactAssets 50”, which 
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listed the 50 leading funds, highlighting the deal 

flow and products out there. There were 

successful fund managers with real track 

records. Yet the two of them (FA’s and fund 

managers) hadn’t found each other because 

there wasn’t an ecosystem. So ImpactAssets, 

among other organizations, is trying to build an 

ecosystem to 1) convince financial advisors this 

is something that they should be doing, and then 

2) create avenues and products that financial 

advisors can actually use with client assets.  

eV: This now represents a second stage or 
another chapter in your career as well as I 
understand it - You're actively involved in the 
management of ImpactAssets? 
 
RC: Yeah, I’m actively involved in management of 

Impact Assets and of a firm called MicroVest, 

which we made an investment in. MicroVest, in 

2007, was one of those first investments we 

made. We invested in a couple of their debt funds 

and ended up getting to know the business and 

the CEO, and there was an opportunity to buy an 

equity interest in the firm and help them grow. 

So my first career was building an investment 

firm and selling it, and now my second career 

has been in this impact investment world. We 

have great CEOs at both ImpactAssets and 

MicroVest. I’m involved in more strategic things, 

such as how we grow these business and how we 

help grow the industry.  

eV: And so as this industry grows, what’s your 
theory of change for the capital markets? 
How does the growth of impact investing 

change the way that asset managers think 
about what they invest in? How does this 
change the way clients ask for products? 
What’s your thought process on how and 
where things are going? 
 

At the most macro level, the theory of change 

that gets me up every morning is that if we’re 

going to solve the biggest problems in the world, 

we need to find more resources than we used 

before. Traditionally, the resources we’ve used 

to solve big problems have been a combination 

of philanthropy and government aid. While those 

are both necessary, neither one, nor the two 

together, are sufficient given the scope of the 

problems. Beginning to take a portion of the 

assets that are invested in the world capital 

markets, starting with a small percentage, and 

moving up, that’s the big macro.  

 

I think there’s a paradigm shift amongst 

investors, which is that impact investment is not 

a zero sum game. By incorporating ESG, and 

looking at the impact of your investments, you’re 

not automatically stuck with a lower return. You 

can actually achieve a market return. Investors 

and asset managers are just beginning to 

understand this.  

 

In the public markets, I think I can make an 

argument as an investor, one that is starting to 

be borne by the data, that what makes one 

investor more effective than another is often the 

data set. It’s the information that they’re able to 

So, in an environment where almost every other investment in the developed world 

was correlated, by being far off the grid, invested in these micro banks and with 

borrowers in places like Peru, Ghana, and Uzbekistan, the borrowers hadn’t really 

realized that there was a subprime crisis in the U.S. and they paid back their loans 

and the institutions paid back their loans to us. 
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evaluate. If you have more information about a 

company than another investor, then you have a 

potential opportunity to create alpha in your 

portfolio by using that additional information to 

your advantage. And I would argue that ESG 

today is still an information advantage because 

you are able to quantify off-balance sheet risks 

and opportunities that a more traditional 

investor may not be taking into account. 

 

With public company valuations, brand 

valuations have been based on brick and mortar. 

Now the value that goes in and out of the 

company every day is human capital. It’s the 

value of the brand. So the behavior of a company 

is becoming so much more important to its 

enterprise value than it might have been before. 

And ESG is one way to understand the behavior 

of a company.  

 
Today, data providers are able to provide really 

robust ESG data to value ESG factors. That data 

set is way better than it was 10 years ago. Part of 

the reason is that companies are now 

understanding the demand and they are 

providing information that they never provided 

before as this is being demanded by more 

investors. So it’s particularly inspiring to see a 

firm like Blackrock get into this space because 

Blackrock manages more assets than any other 

manager on the planet. I would argue that 

Blackrock is a significant shareholder in every 

publically traded business that matters in the 

world. So as Blackrock starts to ask for more 

information, more ESG information is provided 

by companies. Once they begin providing that 

information and are being measured on it, it’s 

going to influence the behavior inside the 

companies.  

 
This whole space is still not quite in its infancy 

stage, but if this were a baseball game, we would 

probably only be in the first or second inning. 

What I love about it is that the bleachers have 

now been filled up by a generation of people who 

are really interested in paying attention to this. 

In a lot of cases, it’s the millennials who had not 

necessary paid attention to the investing world 

before, but this whole concept of using an 

investment portfolio to move forward values 

that they care about is stirring up interest in 

investing. Whether it’s their own portfolio or 

401k, or whether they are maybe being part of a 

larger family portfolio and starting to get some 

influence in that. We talked to a lot of 

multigenerational millennials, who say for years 

they would sit in investment committee 

meetings with the family’s advisor, and it was all 

just like alphas, betas, standard deviation. Now 

they’ve been able to start conversations around 

impact, which are super interesting to them, and 

are now getting these opportunities more fully 

engaged in the investment portfolios. If you talk 

to people of my generation, that’s exactly what 

they were looking for - how do you get the next 

generation engaged in the portfolio. I can tell 

you, it’s not about, “here’s a way we can generate 

200 basis points of alpha to outperform the 

competition.” For this millennial generation, it’s 

more about, “here is how we can achieve a solid 

financial return and also care about these other 

things at the same time.” So I think that’s a 

paradigm shift that’s happening. Smart financial 

advisors are starting to realize that in order for 

them to attract and retain these types of clients 

and families, they need to be good in this space.  

eV: And how do you think the next generation 
should approach the space? Using that 
metaphor that millennials are in the 
bleachers now and we're watching this 
transition happen and people are excited to 
jump in and start playing. For business school 
students, a lot of the standard recruiting is in 
consulting, investment banks or large 
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companies that are marketing themselves as 
values-driven organizations but at the end of 
the day are still operating business-as-usual 
in the majority of their business. What do you 
say to the MBA student who's very excited 
about this field? What do you think are the 
different ways to play in this arena? 
 

RC: You know it's a great question because—

when I spoke at Columbia, for example, the 

question that I get at the end of the presentation 

is almost inevitably how do I get a job in this 

space. Is ImpactAssets hiring? What I say to them 

is that ImpactAssets happens to be a 12-person 

firm today. MicroVest is about a 30-person firm. 

JP Morgan is going to hire more people than that 

tomorrow, right? If right now there are not a ton 

of jobs available in the impact investing space, 

with direct investing firms, my advice to 

someone coming out of school today is to get a 

job with, if you want to get in the investment 

management field, the best, most credible 

investment management firm that you could go 

with, and get in and really learn the trade. Get 

the designations, the CFA and others. If you want 

to be in portfolio management, learn the 

business of portfolio management. At the same 

time, stay involved on the side with things like 

Net Impact and others, understanding where the 

impact investing field is moving, and also raising 

your hand inside of the business. Because every 

one of these organizations is trying to figure out, 

Blackrock for example, how they play in the 

impact investment space. The most natural 

candidates for jobs in that division of Blackrock 

are going to be people who are already in the 

organization. There is this feeling that, and I’ve 

seen it at Columbia, in order to get into impact 

investing, I need to go with a small impact 

investing firm now, or else I’m going to sell out 

and go with a JP Morgan or Goldman. I just don’t 

think it’s that black and white. Because the fact 

of the matter is, if you’re going to get into 

investment management, you need to learn that 

business. Often times the large firms are the 

most effective places to really learn the business. 

If you spend 3-5 years at a firm really learning 

the craft to the point where you may be ready to 

go out and take a real senior job at a smaller 

firm, I’m going to guess that maybe over that 3-5 

years the large firm that you’re with is going to 

start opening up real opportunities in the impact 

space. And you might find yourself a natural 

candidate for that. Same thing on the other side 

of wealth management. For those that want to 

get into the financial advisor space, I urge them 

to just learn the wealth management business 

and then figure out how to overlay impact.   

eV: In the space of impact fund managers, 
what is it that you are looking for from the 
fund manager? There has been a 
proliferation of senior investment 
professionals starting a second chapter, and 
there's also a lot of excitement around seeing 
the next generation of investors come into 
the space. What do you expect from a first-
time fund manager in an impact fund that's 
executing a strategy that's never been done 
before? 
 
RC: That's a great question. I would say it’s a 

combination of capability and commitment. And 

how do you get that capability and commitment? 

Oftentimes that comes from someone, to your 

point, who has come out of the traditional 

investment world. So they could point to some 

type of a track record, albeit not exactly the same 

type of investing. But a track record of maybe 

having been in the private equity space, or been 

in the venture capital space traditionally. It just 

demonstrated they were able to make good 

investments that end up delivering solid returns. 

It leads to some interesting combinations where 

you take someone from that world, and you 

couple them with someone who comes out from 

more of the impact world that really is able to 
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understand the impact side of the equation and 

whether measurements make sense, etc. And you 

put those two together. I think you get both sides 

of the coin then. It is tough to be a first time fund 

manager. Being a first time fund manager is a 

difficult thing to begin with. Because in some 

cases, no matter how well intentioned you are, 

you just don’t know yet what you don’t know. 

I’ve actually talked a lot of people out of setting 

up funds and instead convinced them to join a 

larger group and become part of something that 

already exists. And then 3-5 years down the 

road, once they’ve been able to develop their 

own credibility and track record, maybe then 

would be the time for them to spin out. 

Oftentimes, first time funds can be really small. 

Small funds present another challenge from a 

commitment perspective because generally the 

amount of income you are earning just off of fees 

until some carry takes place years down the road 

may not be enough to keep the lights on. That’s 

just a tough equation.  

 

If you set out to raise a $100 MM fund and you 

close at $25 MM at your first close and you never 

get beyond $30 MM, you’re probably not going to 

be able to pay yourself a market wage, and more 

importantly you’re not able to bring the level of 

research and other talent in behind you so you 

end up operating with one hand tied behind your 

back. As you’re out looking for investments and 

you’re out monitoring investments you already 

have, you don’t necessarily have the same 

capacity as some of the competition because you 

don’t manage enough money to be able to pay for 

it. The landscape is littered with a lot of fund 

managers that just haven’t been able to make it 

past their first fund. And in general it’s not 

necessarily their fault. They started with one 

hand behind their back. We’ve invested in some 

first funds, but we’ve invested more in second, 

third, and fourth funds where we’ve been able to 

really understand their track record in the 

industry. 

 
eV: It's a very exciting area! 
 
RC: I’ve got to tell you, it is going to happen. It is 

only a question of when. The markets have their 

idiosyncrasies. So these loans trade in dollars, or 

they trade in local currencies, do you hedge 

them? But it’s really no different than the 

idiosyncrasies of emerging market debt in 

general. So I really do believe that microfinance 

will evolve this way. Folks that work on 

emerging market bond desks get it, a lot of them 

are looking at it. And that will become a tipping 

point at some point. For me, if that back office 

infrastructure exists, you could literally create an 

ETF. A microfinance debt ETF. And you could go 

out and place it in 401k plans and give your 

generation an opportunity to put $1000 or 

$5000 in, which just doesn’t exist today. And that 

for me becomes a total game-changer. 

eV: Mr. Cordes, thanks for your time speaking 

with us. 

 

If right now there are not many jobs in the impact investing space, my advice to 

someone coming out of school today is to get a job with the best, most credible 

investment management firm that you can, and get in and really learn the trade. 

Get the designations, the CFA and others. 
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Peter Grubstein – Managing 

Member, NGEN Partners 

 

 

 

 

 

 

 

 

 

Peter is the founder and a Managing Member of NGEN 

Partners, LLC. Peter invests in sustainable businesses 

with innovative solutions to impact the world’s biggest 

problems. His passion for the environment and 

improved utilization of natural and material resources 

has taken him from operating traditional 

manufacturing companies to technology and 

ultimately to found NGEN in 2001. Peter has over 30 

years of experience as an entrepreneur, operating 

executive, and growth equity investor. He has grown 

the firm from one of the earliest to invest in sustainable 

technologies, to a firm with three funds with over $500 

million under management. NGEN invests in consumer-

facing brands and services that span various sectors, 

from personal care to energy efficiency products and 

innovative agricultural solutions: all with the goal of 

changing consumer behavior to improve consumer and 

environmental health. 

Peter is currently a member of the Board of Directors 

of Enzymedica, BrightFarms, Fallbrook Technologies 

and Encycle and is an observer on the Boards of Native 

Foods Café, Soraa, Renew Financial, Choose Energy 

and Two Moms in the Raw. He was chosen as a 2012 

Power Player in Greentech by AlwaysOn. 

eV: Where did your interest in impact 

investing come from? 

Peter Grubstein (PG): Well, as I child I never 

understood why there was so much waste and so 

much was thrown away.  My natural instinct is to 

reuse everything and to find a way to recycle.  

Inevitably, the waste goes somewhere and 

trashes someone’s backyard. Our society’s 

disposable consumption patterns just didn’t 

make sense to me.  I recognize I’m a minority 

here but that’s why I was interested in investing 

in things that would move us towards a 

convenient service economy of reuse and 

recycling versus consumption.  

The proverbial “beautiful Apple product” is 

effectively impossible to service.  To fix it 

requires going back to the factory, forcing the 

consumer to effectively throw it out and buy 

another product: encouraging pollution. I believe 

we should design and manufacture products in a 

responsible way so that they can be maintained, 

serviced and materially reused. I became an 

impact investor because it made sense to 

encourage reuse. 

eV: So what got you into investing in the first 

place? 

PG: I had an operating background. I’d run a 

company at a young age and when I sold that 

company I was fortunate enough to be offered a 

partnership at the beginning of the leveraged 

buy-out (LBO) boom in the 1980s. I went from 

running one company to running a portfolio of 

companies. I then transitioned from running 

mature companies to early stage companies 

because I wanted to make a difference.  

eV: When people talk about impact investing, 

what is your reaction. 

Peter Grubstein 
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PG: Everything should have impact. Our actions 

impact individuals, society and civilization. My 

concern at this stage is that impact investing is 

bifurcated between people who say that they 

want to have an impact versus those that are 

actually doing the work that makes a difference. I 

think that the difference lies in risk aversion. 

Many of the investors that want to make a 

difference also want to ensure that their 

investments are low risk. From an investment 

perspective this means finding mature, fixed 

yield investment opportunities: areas such as 

low income housing.  Though this has a social 

impact, it is also important that they support 

some venture or early stage risk so as to 

encourage profitable evolution and 

transformation.  

For example, impact investors in low income 

housing aren’t typically interested in helping a 

developer build a green development. They feel 

that they are fulfilling a social responsibility 

mandate but the actual quality and experience of 

many low income housing communities is low. 

Fraud is too strong of a word here but there is a 

lot of impact washing akin to green washing.  

The truth is, impact solutions should also be 

profitable: sectors such as energy efficiency offer 

plenty of opportunity. If you are a jet engine 

manufacturer like GE, you are able to sell your 

new jet engines because it is more energy 

efficient than the competition. Impact investing 

is another way for people to describe very broad 

areas of doing well by doing good. Impact 

investing is not one area or type of investment.  

eV: So you were doing impact investing 

before the word was coined; when did you 

first go into impact investing? 

PG: In 1996 when I started to look for new 

material solutions to invest in. I moved to 

California to be close to the University of 

California, Santa Barbara (UCSB) environmental 

school and material science department. I 

worked on financing scientific breakthroughs, 

with the hope that they would become new, 

mainstream technologies.  

I also invested in the social side of things, one 

example was a new media company that started 

a daily Spanish speaking newspaper for the 

growing Spanish community.  However, the 

majority of my investments were framed from an 

environmental perspective.  

You can argue that environmentalism is the 

ultimate form of selfishness: caring about where 

you are living and, your community. I believe 

that as an environmentalist you are trying to 

make the world better for the next generation. 

The major reasons I moved to early stage 

investing was water, getting clean water to those 

who need it.   We need to develop technologies 

that provide clean water at $0.01 per liter, 

inclusive of amortization. That is still a challenge. 

eV: So what were the initial investments you 

made in that initial period in 1996 and how 

did that lead to you starting NGEN in 2001 

PG: The 1996 investments were all in pollution 

abatement in the automotive area. Catalytic 

Solutions, for example, decreased automotive 

emissions while lowering the cost of the catalytic 

converter by replacing platinum group metals 

with rare earths. I did not find a water 

investment until 2001.  The state of the art water 

purification at that time was reverse osmosis 

which is extraordinarily expensive due to high 

capex and electricity costs.  I looked at a number 

of companies before we invested in Pionetics, 

which is now owned by Rayne Water. We came 

up with some very interesting technologies, but 
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it often took over 10 years to bring the winning 

technologies to market.  

There is a lot that can be done today without 

waiting on new technology, but that requires us 

to rethink our everyday lifestyle.  We can work 

with municipalities and cities to incentivize 

behavior changes. For example, we can enhance 

the use of public transportation by expanding 

bike lanes.  In New York, we could take Park 

Avenue and dedicate one automotive lane to 

bikes.  That would make an enormous difference 

in health, traffic congestion, and overall well-

being.  

From 1996 to 2001, I was making angel 

investments and then created our first NGEN 

fund in 2001. NGEN manages over $500M and 

has made about 50 investments over the last 15 

years. In the 1980s, I was inspired by John Todd, 

who, while a professor at the University of 

Vermont, wrote a book called The Living 

Machine. He believed that we should be able to 

look at the planet and plants as our basic 

manufacturing facilities. If we want water 

purification, we should spend money on land 

acquisition and use plants to clean and purify 

our water. This is how New York City maintains 

its fresh water supply: through conservation 

programs along the Catskills watershed and 

upstream aquifers. If we look at the world from 

this holistic perspective, there are incredible 

opportunities. For example, municipal solid 

waste could theoretically generate revenue from 

mining the sludge through phyto mining. Phyto 

mining means using plants to do the mining – 

spreading the waste sludge in an area which 

feeds plants and can then be used for biofuels. 

Once you burn or gasify the biofuel for energy, , 

the ash could be mineral rich, and easily refined 

for the rare metals such as gold, silver and 

platinum.  Today this sludge is wasted and 

polluting. 

eV: So what do you think is the future for 

impact investing? 

PG: It’s just the beginning, I expect we are at the 

forefront and eventually all investing will be 

impact investing.  

As a species, we can be very selfish.   Investors 

only worry about the near future: quarter-to-

quarter.  By worrying about beating each quarter 

a company can’t reposition their business and 

make long-term investments, which could 

potentially reposition it for better growth.    

Right now management and stock prices are 

penalized for short term trend declines: raising a 

company’s potential cost of capital   

The public market doesn’t want a downturn even 

if it is the right thing for the long-term because 

people investing in the public market have to 

mark-to-market and want to see a higher stock 

price quarter-to-quarter: it affects too many 

peoples’ compensation. My background is 

illiquid investments - I think there is value in 

considering changing the overall public markets 

reporting requirements to encourage long-term 

decision making.  This means enabling 

companies to make more impactful decisions by 

looking at long-term performance. People should 

be investing in companies like the Ford Motor 

Company because they think it is the fastest 

growing automotive company over extended 

time periods.  The way Ford achieves this growth 

is by making a long-term impact – working on 

new mobility solutions that are improving 

people’s lives and the way we move around. 

Hopefully impact investing will encourage this to 

happen. 

eV: It’s been a pleasure, Mr. Grubstein. 
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Rekha Unnithan - Director 

and Impact Investing Portfolio 

Manager, TIAA Global Asset 
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Rekha Unnithan, CFA, CIMA® is a Director and 

Impact Investing Portfolio Manager at TIAA 

Global Asset Management. Her responsibilities 

include managing impact investments to execute 

TIAA’s commitment across thematic areas of 

Affordable Housing, Inclusive Finance and 

Community & Economic Development. Prior to 

joining TIAA in 2012, she worked for Bank of 

America Merrill Lynch as a Vice President in their 

Institutional Investment Group. She has also held 

various positions at Merrill Lynch in Institutional 

Investments, and Investment Oversight and Risk 

Management. Ms. Unnithan holds a B.A. in 

Economics from Yale University and an M.B.A. 

with a specialization in Financial Instruments & 

Markets, and Social Innovation & Impact from 

New York University’s Stern School of Business. 

 

eV: You hold a B.A in Economics from Yale 

and an MBA from Stern. How did your 

background help steer you towards your 

current role?  

Rekha Unnithan (RU): My journey into impact 

investing has been a result of cumulative 

experiences in both academic and professional 

fields and a bit of luck.  As a senior at Yale I took 

a course in Developmental Economics and that is 

when I first learned about microcredit and its 

ability to drastically transform access to finance 

– particularly for women and low-income 

entrepreneurs largely underserved by 

mainstream banks.  The course opened my eyes 

to the power of ‘access’ and its ability to drive 

inclusion within society.  This planted the seed in 

my mind to explore ways to combine capital and 

social impact.  Then, when I went onto graduate 

studies, I decided to enroll in Stern’s part-time 

MBA program while continuing to work full-time 

in the investment field.  The International 

Strategies in Social Impact course at Stern gave 

me the opportunity to learn from ‘on-the-

ground’ work in India, engaging with a leading 

microfinance institution looking to build out its 

footprint with agricultural communities.  Given 

my desire to learn as much as I could, I decided 

to pursue and complete the CFA charter post-

MBA, and at that time had the opportunity to join 

TIAA.  As most know, the impact investing field is 

a small one, so I was indeed quite fortunate to be 

able to join the TIAA team which had an 

established leadership role in Responsible 

Investment. 

eV: What was the driving factor behind 

choosing your current role at TIAA CREF after 

your stint in Bank of America Merrill Lynch’s 

Institutional Investment group? 

RU: At BofA Merrill Lynch I was managing assets 

for endowments and foundations including 

community organizations, healthcare as well as 

religious orders. That taught me valuable skills 

in asset allocation, selection and portfolio 

management.  I had always wanted to get ‘closer’ 

Rekha Unnithan 
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to the impact activity that my clients at BofA/ML 

were implementing. TIAA’s rich history in 

Responsible Investment and Impact Investing 

meant that I finally had the opportunity to 

become an impact investor.  My desire to work at 

the nexus of capital and social impact was 

completely aligned with TIAA’s mission.  Also, 

TIAA’s long term orientation as an investment 

manager makes it particularly well suited and 

attuned to being an impact investor. 

eV: Impact Investing has gained considerable 

momentum in the last few years. How would 

you define Impact Investing? 

RU: TIAA defines impact investing as 

investments in projects, companies and 

strategies with the dual intention of generating 

financial return alongside measureable social 

and environmental outcomes. The impact 

investing portfolio is focused on commercially 

and sustainably viable investing in basic 

products and services serving low-income and 

underserved populations globally.  Thematic 

areas include Affordable Housing, Inclusive 

Finance, and Community & Economic 

Development (healthcare, education, small-scale 

energy etc.)  Impact investing is rapidly 

changing, and the types of investors who are 

interested in this discipline have expanded 

exponentially. While it was originally the domain 

of a niche group of foundations, endowments 

and other institutional investors, it is quickly 

capturing the attention of other types of 

investors looking to align their capital to specific 

causes.  The advent of technology has been a 

game changer, especially for impact investments 

in emerging markets. There are new and 

innovative ways to solve for various problems, 

including climate change, income inequality, lack 

of access to capital and housing disparity. 

Entrepreneurs and disruptive companies are 

finding creative ways of marrying profit with 

purpose. 

eV: You are responsible for the Impact 

Investing team at TIAA CREF. Can you please 

briefly explain your current role? 

RU: I am Director and Impact Investing Portfolio 

Manager at TIAA Global Asset Management. My 

responsibilities include determining TIAA’s 

Impact Investment strategy across sectors, asset 

classes, and regions.  A core part of my role is to 

originate and underwrite new deals and manage 

impact investments to execute TIAA’s 

commitment across thematic areas of Affordable 

Housing, Inclusive Finance and Community & 

Economic Development.  I oversee a multi-asset 

class impact investing portfolio which includes 

private equity, private real estate, mortgages and 

fund investments.   Impact investing work today 

also involves a fair amount of work engaging 

with industry bodies, co-investors as well as 

actively participating in field building activities 

including standards setting and research.  As 

part of my role, I served as the Chair of the 

Steering Committee for the Principles for 

Investors in Inclusive Finance, housed within the 

UN backed Principles for Responsible 

Investment initiative from 2014-2016. 

We also believe in incorporating ESG (Environment, Social & Governance) factors 

into all our impact investments and as such our view is that sustainably managed 

companies and projects have a higher likelihood of being able to manage risks and 

opportunities and in turn build scalable solutions for all stakeholders. 
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eV: How do you go about originating new 

deals? Can you elaborate on the investment 

process and the investment principles behind 

the decision-making process?  

RU: Impact Investing is not an intermediated 

market, which means there are no brokers 

calling us with deals to look at.  The benefit of 

having a long history in the sector is the strong 

relationships and knowledge our own portfolio 

provides us in terms of partners, co-investors as 

well as best practices.  Our diligence process 

does involve quite a bit of on the ground work, 

which yields further deals for our consideration.  

The investment process includes gathering 

intelligence through our existing portfolio, 

finding local/regional investment opportunities, 

and identifying industry relationships to build 

pipeline.  This is followed by analysis of track 

record, investment strategy, financials and a 

detailed social impact assessment.  All deals go 

to an investment committee made up of 

seasoned investment and responsible 

investment professionals. There is a 

comprehensive review of the investment 

proposal, including financial underwriting, 

potential social impact and legal/risk 

considerations.  We also play an active role in 

managing our impact investment portfolio, 

which is critical to our performance and strategy 

evolution. 

eV: What kind of returns do you look for 

while making such investments? And what 

are the qualitative aspects you focus on? 

RU: We underwrite all impact investments with 

an objective of balancing the creation of 

intentional social impact outcomes and 

commensurate financial returns relative to asset 

class, sector, and geography.  We also believe in 

incorporating ESG (Environment, Social & 

Governance) factors into all our impact 

investments and as such our view is that 

sustainably managed companies and projects 

have a higher likelihood of being able to manage 

risks and opportunities and in turn build scalable 

solutions for all stakeholders.  With respect to 

social impact, we have a detailed assessment 

process as part of our diligence and also 

continue to focus on social impact metrics as it 

relates to our portfolio. 

eV: Can you please share your favorite 

investment?    

RU: I am proud of all our investments and their 

unique social impact story.  One investment I 

would like to highlight is in 2014, we made a $50 

million investment in the Rose Affordable 

Housing Preservation Fund LLC (Fund), 

managed by Jonathan Rose Companies, a leading 

national developer, investor and fund manager 

with deep experience in green, urban affordable 

and mixed-income housing. In addition to 

preserving the affordability of these properties, 

the Fund will improve and “green” these 

buildings through high-impact/low-cost energy 

retrofits, as well as provide hands-on asset 

management that will reduce/control expenses 

and enhance tenant quality of life. In this way, 

the Fund offers a “triple bottom line”, meaning it 

Become knowledgeable about the overarching discipline that is Responsible 

Investing (RI) or ESG, as impact investing is but one expression of this massive and 

growing field.  There is a vibrant job market within RI and the market participant 

universe is much larger than the more nascent impact investing sub-sector. 



June 2016 eVALUATION Page 15 
 

 

offers financial, social and environmental 

benefits to its investors and the communities it 

impacts. TIAA-CREF was the sole external 

investor in the Fund and worked closely with 

Jonathan Rose Companies to develop the themes 

and strategy. 

eV: Any advice for MBA students interested in 

a career in impact investing? How can they 

better prepare for it? 

RU: My advice to MBA students interested in 

impact investing is twofold.  One is for students 

to recognize that there are many varied paths 

that can lead to a successful impact investing 

career, and so gaining experience in investing, 

operating companies, risk management, 

entrepreneurship, etc. can potentially lead to 

valuable experience as an impact investor.  If 

students don’t find impact investing jobs 

immediately after MBA programs, they should 

consider staying close to the field while gaining 

important business expertise that is bound to 

help them as impact practitioners down the 

road.  My second piece of advice is become 

knowledgeable about the overarching discipline 

that is Responsible Investing (RI) and/or ESG, as 

in fact impact investing is but one expression of 

this massive and growing field.  There is a 

vibrant job market within RI and the market 

participant universe is much larger than the 

more nascent impact investing sub-sector. While 

impact investing sector may be the ‘it’ sector 

today, there are several paths leading into it. 

eV: Anything else that you would like to add? 

RU: Impact investing is no longer a fringe 

investment discipline. It’s quickly becoming a 

front and center approach to solve the most 

pressing problems on the minds of corporations, 

governments and individuals. We expect access 

to impact investment strategies to increase as 

interest grows among a wider range of 

institutional and individual investors.  As the use 

of technology becomes even more prevalent, the 

ability to connect values-oriented investors with 

innovative entrepreneurs who provide solutions 

to societal problems while operating profitably 

will become easier.  As impact investing moves 

mainstream, meaningful reporting and greater 

transparency will continue to improve in order 

to meet investor requirements and expectations.  
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Professor Steven Godeke – 

Founder and Principal, 

Godeke Consulting; Adjunct 

Professor, NYU Stern  

 
 

 
 
 
 
 
 
 
 
 
 
 
Steven is an impact investment advisor who works 
with foundations, families, investment managers 
and funds to integrate their investment and 
impact goals. Steven advises his clients on the 
creation and execution of impact investment 
strategies across asset classes and program 
areas. His clients include The Rockefeller 
Foundation, The Global Impact Investing Network, 
The World Economic Forum and corporate clients 
in the financial services and pharmaceutical 
industries. 
 
Steven is a trustee and chairs the finance 
committee of the Jessie Smith Noyes Foundation, a 
private family foundation with a long tradition of 
aligning its investments and social justice 
mission. Steven is an adjunct professor of finance 
at New York University’s Stern School of Business 
and the Center for Global Affairs where he teaches 
Investing for Environmental and Social Impact. 
Prior to establishing his own firm, Steven worked 
in corporate and project finance with Deutsche 
Bank. He studied as a Fulbright Scholar at the 
University of Cologne and earned an M.P.A. from 
Harvard University.  
 

eV: Professor Godeke, to get us started, would 

you mind talking a bit about your Investing 

for Environmental and Social Impact course 

at Stern? What are the major themes from the 

class? 

Steven Godeke (SG): My impact investing 

course is an MBA finance course offered each fall 

for students who want to better understand how 

investment mechanisms can be structured to 

solve critical social and environmental 

challenges and also be well positioned to work in 

the expanding impact investing industry. 

Policymakers and philanthropists have long 

sought to create positive impact through their 

programs, but now major investors such as 

BlackRock and Merrill Lynch are expanding their 

efforts to integrate ESG factors into their 

investment processes and products in order to 

successfully address challenges such as energy, 

water, community development, health, 

sustainable development and education. 

The course builds on frameworks, case studies 

and guest speakers from impact sectors such as 

environmental finance, climate, education, 

poverty alleviation, the arts and microfinance. 

Student teams work on semester projects in 

which they role play as impact investors, develop 

an impact investment strategy and then build a 

portfolio of suitable investments that they 

present as a final project. 

eV: Getting to your background, you started 

out at Deutsche Bank and eventually worked 

your way up to become Director of the 

Corporate Finance Division. Are more 

traditional finance roles - investment 

banking or asset management - common 

stops on the path to a career in impact 

investing?  

Steven Godeke 

Steven Godeke 
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SG: After studying economics as a Fulbright 

Scholar in Germany and then returning to the US 

to complete a Masters of Public Administration 

at the Harvard Kennedy School, I starting 

working at Deutsche Bank in New York as part of 

a very traditional bank training program and 

ended up in the project finance area. I liked the 

complexity of the transactions, the need to 

understand the role of engineering, technology 

and regulation in large energy, mining and 

telecom projects. These were long-term projects, 

which do not easily fit into the short-term goals 

of most investment banking departments. While 

I worked on some environmental energy 

projects such as geothermal plants, the work was 

for the most part focused on traditional industry 

sectors.   

eV: In 2001, you decided to leave Deutsche 

Bank to start your own firm, Godeke 

Consulting. What motivated this transition? 

SG: After a stint in an internal strategic planning 

group that focused on the integration of 

Deutsche’s North American acquisitions, I shifted 

to telecom and rode the boom and bust of the 

telecom sectors in the late 1990s as fibre optic 

cables and satellites were being developed using 

a project finance model. As can happen in large 

financial institutions, one’s expertise can become 

increasingly narrow and specialized as you move 

up from analyst to relationship manager in 

particular corporate banking assignments. By 

early 2001, Deutsche Bank shifted out of the 

capital-intensive project finance business to 

focus solely on capital markets transactions and I 

left. Faced with the prospect of jumping back 

into the shrinking banking sector, I opted instead 

to revisit my interest in broader policy issues 

and began to make a career transition into the 

investment side of philanthropy.   

eV: Could you touch briefly on the ways in 

which you leveraged your “Wall Street” 

experience to succeed as an independent 

investment advisor focused on impact 

investment strategies across asset classes? 

SG: When I started my consulting business, the 

split between investment and program activities 

at foundations was very sharp with just a few 

institutions making mission-aligned investments. 

I leveraged my credibility as a former banker to 

build a portfolio of consulting engagements 

working with foundations such as Rockefeller, F. 

B. Heron and Robin Hood. Since then, I have tried 

to stay in the middle of this new sector by 

consulting, teaching and writing about impact 

investing. It has been fascinating to see how 

mainstream investors who did not take this 

seriously are now dedicating huge amounts of 

resources to expand their impact investing 

offerings.   

eV: You now work with foundations, 

corporations, and non-profits to integrate 

their philanthropic and investment goals – 

please tell us a bit about your work with the 

multi-billion dollar Rockefeller Foundation. 

One of the key distinctions of working in impact investing is the need to step inside 

the values and mission of my clients and understand their impact goals and 

objectives. This is a very different approach from most investment advisory 

services that can rely on risk and return to drive the conversation with a client. 
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SG: I have been very fortunate to work with 

Rockefeller on a range of impact investing 

projects:  

In 2004, I was engaged by Rockefeller to 

organize a convening on how to attract more 

commercial capital to urban communities. It is 

hard to image now, but at that point, commercial 

investment in Harlem was very limited, and it 

required the work of a range of community 

partners and philanthropy to attract retailers. 

We looked at structural and social factors such 

as the absence of good data on income in urban 

communities. We also explored how specific 

financing structures might bring more capital to 

these communities. This work ultimately led to 

the creation of the New York Acquisition Fund, a 

credit enhancement fund that uses foundation 

and public sector capital to support non-profit 

housing developers in the acquisition of sites.   

In addition, I helped Rockefeller develop an early 

impact assessment tool for their impact 

investments and then was commissioned by 

them to complete a landscape of investors in the 

emerging social impact bond/pay for success 

field. 

eV: When you undertake a new project, how 

do you think about balancing environmental 

and social impact with financial return? How 

do risk-adjusted returns in this context 

compare to other asset classes? 

SG: One of the key distinctions of working in 

impact investing is the need to step inside the 

values and mission of my clients and understand 

their impact goals and objectives. This is a very 

different approach from most investment 

advisory services that can rely on risk and return 

to drive the conversation with a client. Once I 

have a deeper understanding of a client’s goals, 

only then can I begin to place mission goals along 

side of financial return. I think of impact 

investing not as an asset class but rather as a 

strategy that can be applied across all asset 

classes. “Balancing” is probably not the right way 

to frame this, but rather it is more about adding 

the additional lenses of social and environmental 

considerations into a risk/return framework. A 

client may want a risk-adjusted return or may 

wish to provide concessionary capital in the 

form of program-related investments. These 

choices are made within the context of the 

client’s impact investing strategy.  

eV: With major investors such as BlackRock 

and Merrill Lynch just beginning to integrate 

ESG factors into their investment processes, 

how do you see the landscape of impact 

investing changing over the next decade? 

SG: First, some historical perspective may be 

useful. Although the large institutions are now 

entering the impact investing field, there has 

been a long history of investors who see their 

investments as a reflection of who they are and 

have sought to align their values and their 

investments. Socially responsible investing firms 

(SRI) such as Domini and Calvert have been 

As impact investing assets under management grow in the coming years, it will be 

interesting to see which firms and products are able to capture the growth in this 

market. I hope that the firms that provide the highest quality impact data will 

attract the most capital rather than those with the largest marketing and sales 

operations. 
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active since the 1980s. The Ford Foundation 

began making program-related investments in 

the 1960s. We used the term mission-related 

investing to describe investments made by 

foundations from their endowments to further 

their philanthropic mission.  Impact investing 

emerged as a term around 2008 when the 

Rockefeller Foundation launched an initiative to 

build out the impact investing field.   

I think the public market segment of impact 

investing is currently one of the most exciting. 

Until recently, the impact investing industry has 

focused on the more customizable private 

markets and left the public markets to more 

boutique socially responsible investing (SRI) 

firms. Over the last couple of years, the large 

firms have been launching new products in the 

ESG space. They are also driving an expansion of 

impact reporting with Morningstar and 

Sustainalytics now providing fund-level ESG 

ratings based on the underlying fund holdings. 

As impact investing assets under management 

grow in the coming years, it will be interesting to 

see which firms and products are able to capture 

the growth in this market. I hope that the firms 

that provide the highest quality impact data will 

attract the most capital rather than those with 

the largest marketing and sales operations.  

eV: A few years back you co-authored 

Building a Healthy and Sustainable Social 

Impact Bond Market: The Investor 

Landscape. To provide some color for 

readers, could you provide a high-level 

summary of how Social Impact Bonds (SIBs) 

were structured and utilized to reduce the 

recidivism rate of youth offenders at Rikers 

Island Prison? 

SG: Social Impact Bonds (aka pay for success 

financings) are structured contingent payment 

contracts in which payors (usually from the 

public sector) agree to make a payment to the 

investors if the programs the investors fund 

meet pre-determined outcomes. For example, 

the Rikers Island youth detention project 

provided multi-systemic therapy support to 

juveniles while they were incarcerated with the 

goal of reducing the likelihood they would end 

up back in prison. NYC was the payor and the 

investors included Goldman Sachs and some 

philanthropists. The program provider was a 

non-profit. After about one year, the project was 

prematurely ended when the early results did 

not meet the goals.  

While that specific transaction was not 

successful, these structures can accomplish 

several things: they provide the funding of 

preventative services that governments do not 

have the capacity to fund, and they increase the 

funding of evidence-based programs that work. 

They also make a direct financial connection 

between the investors and the outcomes they are 

funding – an incentive that is absent in the 

current public finance system. The structure can 

be used to scale interventions that have already 

been proven effective (such as Nurse Family 

Partnership) or could also be used to test 

innovative interventions that have not yet been 

proven (such as the Rikers Island project.)   

Despite the complexity and the initial mixed 

results, I expect pay for success financing to 

continue to grow as the public sector around the 

world seeks to manage costs and increase 

effectiveness in the provision of social services.  

eV: Finally, what kind of advice would you 

offer students and readers who are 

interested in pursuing a career in impact 

investing? 

SG: Develop a sector expertise in something you 

care about, understand how different systems 
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work together, and come with a full set of 

financial, data analysis, and policy skills. You 

need to be 100% grounded in the practices of 

investing as well as 100% in impact. Currently, I 

see two distinct trends in impact investing that 

will be generating career opportunities:  

Quantification of Qualitative Data: I believe there 

will be lots of opportunities for professionals 

who can begin to integrate environmental and 

social data into the investment process in a 

quantitatively rigorous way. For example, what 

are the analytics needed to be able to work with 

clients to understand the carbon risk in their 

portfolios? What is the specific profile of a 

portfolio focused on investing with a gender lens 

or social justice lens?  Conversations that may 

start in a qualitative policy discussion need to be 

translated into portfolio construction tools. This 

is a skill set not widely available in either the 

investing or the policy worlds.  

High-touch Advising: As “mainstream” 

investment processes are increasingly the same, 

impact investing will provide a key differentiator 

for individuals and firms who can talk with 

clients about impact beyond risk and return.  

This skill set is about communication, trust, and 

navigation not just about technical expertise. I 

think those who can master this at the firm, fund 

and client service level will have great 

opportunities.   

eV: Is there anything else important that we 

haven’t touched on or you’d like to add?  

SG: Impact investing asks us to think about the 

big picture and understand the impact of the 

deployment of capital beyond risk and return. 

The business and investing challenges we now 

face are demanding the end of this artificial 

separation of the investment process from real 

world issues. I hope my work and my course 

provide students with a deeper understanding of 

how to be more effective in this new integrated 

world.  

eV: Professor Godeke, thanks so much for the 

time! We appreciate your insights. 
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David Levine – Founder, Odin 

River 

 

 

 

 

 

 

 

 

Mr. David Levine founded Odin River in 2015.  

Most recently, he served as CIO of Artivest, a 

venture-backed company that provides Insight 

and Access to exceptional investing. Before 

Artivest, David honed his investing experience at 

Paulson & Co., a hedge fund led by John Paulson, 

and at private equity firm Colony Capital. His 

investment experience also includes time at 

Canyon Capital and PAAMCO. David began his 

career in Lehman Brothers’ Mergers & 

Acquisitions Group. He received an MBA, with 

honors, from Harvard Business School and a JD, 

cum laude, from Harvard Law School.  He 

graduated from Washington University, receiving 

an AB in Philosophy, summa cum laude, and a 

BSBA in Finance, magna cum laude. David is an 

angel investor and advisor to startups in 

industries ranging from Clean Energy to Financial 

Technology. He has been an active tweeter and 

blogger since 2007 and has been quoted in 

publications like the NY Times and MIT Tech 

Review. He was named one of the top 55 

undiscovered “rockstars” in tech by Business 

Insider and TechCrunch. 

eV: Your past experience has been in 

traditional investment banking, private 

equity and hedge funds. How has this 

experience been in terms of change in focus, 

investment analysis and learning?  

David Levine (DL): I would say that the 

foundational skills of investment banking were 

very good for preparing me to work at the buy-

side of the financial industry. The private equity 

experience gave me insights into thinking about 

a business as an owner and supplemented the 

foundational skills from investment banking. The 

hedge fund world also added to the skills that I 

gained through my JD-MBA. My experience also 

helped me get deeper understanding of global 

markets, public equities, private equities, credit 

etc. across a variety of industries.  

eV: What was the motivation behind starting 

your own investment firm focused on 

mission-based investing? 

DL: For me, Odin River is the culmination of my 

career and the experiences that I have built so 

far. I truly believe that progress is inevitable. I 

believe that in the long run, the themes of 

equality, justice and wellness will emerge and 

only mission-driven firms with values-based 

culture will inevitably make progress. And so, my 

motivation here is to hopefully build something 

which can help to truly Care for Wealth while 

also building an institution that can make a 

positive impact on the world. In the long run, I 

believe these two are consistent. 

eV: Can you please briefly tell us about the 

investment philosophy at Odin River? We 

understand that your company focuses a lot 

on transparency. How do you practice it 

while making investment decisions? 

DL: Our philosophy is based on a deeply 

optimistic long-term view of Progress coupled 

David Levine 
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with a practical recognition Progress unfolds 

through Cycles. Technology reduces the cost of 

information. The world has become more 

transparent. This means that there are certain 

industries, say like, newspapers, which are 

disrupted by real-time information sources such 

as Twitter or Google or Facebook. And this force 

of technology applies to every industry including 

the investments industry. It has changed how we 

operate. For example, I tweet every day and I 

share my thinking. So, it will be a major 

transformation in the future, not only in terms of 

transparency in getting information, but also 

how the investment management industry 

operates.  

Now transparency is just one example of many 

themes. There are more themes that are 

emerging in the economy. If we look at long 

term, themes like equality, justice and wellness 

become apparent, but in the short-run, themes 

such as transparency, mobility and cloud 

computing become more visible. Within each of 

the themes I mentioned, we categorize industries 

and then companies. And then figure out the 

companies whose current price is less than their 

potential future value.  

eV: As we understand, Odin River focuses a 

lot on market cycles, especially credit cycles. 

Can you please elaborate a bit on that? 

DL: So, Odin River is about two things – progress 

and cycles. Progress is something that we 

already talked about. Those are the themes that 

emerge over time. Among cycles, we focus 

especially on the credit cycle. The credit cycle is 

based on a mechanism we have seen since the 

1990s where periods of benign defaults and 

bankruptcies are followed by high periods of 

defaults and bankruptcies. (I'd be remiss if I 

didn't mention, that I learned this framework 

from Professor Ed Altman who teaches here at 

NYU!). During periods of low defaults, the credit 

markets are expansionary, making it easier for 

companies to fund activities like M&A and 

buybacks and so prices of securities rise. 

However, during the contraction phase of the 

cycle, companies are able to borrow less, they 

default, and go bankrupt and so multiples fall as 

lending dries up for things like M&A. The credit 

cycle is the most important single determinant of 

the prices of securities and has impacted the 

economy also. It is important for asset allocation 

and portfolio construction. For instance, when 

the markets are in the contraction phase of the 

cycle like they are today, being net short and 

avoiding late stage private securities is 

appropriate as it is highly likely that the prices of 

securities will decline. 

On the other hand, by investing in foundational-

stage mission-driven companies we can not only 

be "insulated" from the price declines that will 

likely occur in public and late state security 

prices as the contraction continues, but we can 

also invest "far into the future" where these 

ambitious mission-driven entrepreneurs are 

aiming with their purpose-driven visions. 

eV: Before founding Odin River in 2015, you 

worked as CIO of Artivest, a venture-backed 

company providing access to exceptional 

investing. How is exceptional investing 

different than mission-driven investing? 

If we look at long term, themes like equality, justice and wellness become apparent, 

but in the short-run, themes such as transparency, mobility and cloud computing 

become more visible.  
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DL: So, exceptional investing is a broad category 

that focusses on high quality investing. There are 

many different kinds of alternative investment 

managers who generate alpha. Some hedge 

funds, some private equity firms and some 

venture capital firms do exceptional investing. 

The mission-driven investing is my way of 

thinking and investing. Exceptional investing is 

just a broader term, and mission-driven 

investing will just be an example.  

eV: Can you please share your favorite 

investment?    

DL: In current markets, my favorite investment 

is Twitter. I think it’s an incredibly cheap and 

undervalued stock. I believe that Twitter is one 

of the most important companies on the planet. 

In the short-run, it touches on themes such as 

transparency, mobility, and globalization, but is 

also consistent with the long-term themes of 

justice and equality specifically. So, I think 

Twitter is in a very early stage of a very long-

term trajectory of revenue and earnings growth. 

Right now, its security price is low due to near-

term execution and communication related 

issues, which are affecting its near term value 

and it is lower than its intrinsic value providing a 

great opportunity for entry.  

eV: Also can you please share an instance of 

an investment that did not go well and what 

you learned from it? 

DL: I will give you two examples and they are 

both in line with my current thinking. I won’t 

name any specific securities, but at one point of 

my career, I was following a technology company 

that was being disrupted by long-term themes, 

and I didn’t appreciate then how important and 

competing these themes are for the future value 

of the company. 

Similarly, at one time, I shorted a security which 

wasn’t expensive from a future value 

perspective, and so in both cases, I under-

appreciated the future value of the securities. 

This really helped me to learn and evolve my 

thinking towards identifying long-term trends 

and focusing on future value.   

eV: What advice do you have for MBA 

students who are interested in a career in 

mission-driven investing? Are there specific 

backgrounds/personality traits that, in your 

opinion, are important for a career in this 

area? 

DL: I think career decisions are highly personal, 

and so people should pursue what they find most 

interesting. They should find something which 

resonates with their personality. For me, it was 

developing skills in the first part of my career, 

learning from people around me and working for 

people who were good investors. In terms of 

mission-driven investing, a lot of it came 

internally, driven by the way I see the world 

unfolding. So, I would advise people to be 

motivated by their own internal compass. It 

doesn’t mean that everyone should pursue 

investing. But if this is something they feel 

passionate about, then this is a good time to 

enter. Impact investing is an exciting area to be 

in and in the long-term, purpose and profits will 

be aligned. In terms of personality traits, it’s 

important to be humble, intellectually honest, 

authentic and resilient.    

eV: Anything else that you would like to add? 

DL: No, I really appreciate this! Good luck! 
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Featured Joint Interview: Stern 

Young Alumni 

 

Humaira Faiz – Associate 

Director, Impact Investing, 

Arabella Advisors 

 

 

 

 

 

 

 

 

Humaira Faiz is an Associate Director of Impact 
Investing at Arabella Advisors. She works with 
foundations and individuals to help them 
understand the field of impact investing, develop 
strategies, and create investment structures that 
achieve their social and environmental goals. 
Humaira has several years of investing experience, 
including with Bank of America Merrill Lynch, the 
Rockefeller Foundation, and the Overseas Private 
Investment Corporation. Humaira holds an MBA 
from New York University’s Stern School of 
Business. 

 

 

 

 

Sebastian Vanderzeil - 

Analyst, Cornerstone Capital 

Group 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

Sebastian Vanderzeil is an analyst in the thematic 
research team at Cornerstone Capital Group. 
Previously, Sebastian was an economic consultant 
with global technical services group AECOM, 
where he advised on the development and finance 
of major infrastructure projects across Asia and 
Australia. Sebastian also worked with the 
Queensland State Government on water and 
climate issues prior to establishing Australia’s first 
government-owned carbon broker, Ecofund 
Queensland. He holds an MBA from New York 
University’s Stern School of Business and a 
Bachelor of Natural Resource Economics from the 
University of Queensland. 
 

eV: Can you talk to us about your 
background? Specifically, what initially 
attracted you to sustainable finance/impact 
investing and what motivated you to pursue 
it professionally? 
 
Humaira Faiz (HF): Before Stern I worked in 

the Bank of America Merrill Lynch Alternative 

Investments group, where I helped originate 

hedge fund and private equity deals, write 

whitepapers, and customize portfolios for high 

net-worth clients. While I really enjoyed my 

Sebastian Vanderzeil 

Humaira Faiz 
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functional role in BAML’s Alternative Investment 

group, after a certain point I knew that I wanted 

to reconcile my professional interests with my 

personal ones. Impact investing seemed like the 

perfect career to do this, as it brought together 

my personal passion for social good using the 

investing skills I had honed at BAML. So when I 

went to Stern, it was specifically to transition 

into a career in impact investing, to evaluate the 

landscape, understand the opportunities, learn 

as much as I could, and then make a decision for 

my impact-oriented career going forward. 

Sebastian Vanderzeil (SV): From a young age, I 

knew that my career and life would involve the 

environment in some capacity. My parents were 

part of the movement that fought for the 

preservation of environmentally important 

places and built the first environment protection 

institutions in Australia. Conversations at the 

dinner table about the impact of society and 

capitalism on the environment were common. 

This early grounding led me to believe that the 

next generation had to understand the role of 

capitalism and skillfully use this knowledge to 

incorporate business as a partner in change, not 

as an opponent. 

I began my career providing economic and policy 

analysis in a water policy unit established by the 

Premier of the State of Queensland, Australia, to 

lessen the impact of major droughts that 

threatened the State and in particular the south 

east region, where one-in-seven Australians live. 

Following the end of the drought, I was a part of 

a small team that created Australia’s first 

government-owned carbon trading group. This 

experience was a crash course in environmental 

markets and strongly influenced my belief that 

finance is a critical partner in environmental 

sustainability.  

Prior to my MBA, I worked with AECOM a US-

owned multinational consultancy, where I 

provided infrastructure advisory services, such 

as pre-feasibility and feasibility assessments, for 

major transport and energy infrastructure 

projects in Australia, China, Mongolia and Russia. 

In this role, I developed detailed economic and 

financial models for a range of infrastructure 

projects and led a group of analysts to deliver 

this advice to clients.  

My Stern MBA acted as an important launch pad 

for me into the investment community and I 

realized that I wanted to work for Cornerstone 

Capital Group about two months into my MBA. I 

spent the rest of my MBA creating a path into 

that organization.  

eV: A number of Stern MBAs are interested in 
investing for impact. What is the best way to 
narrow down on specific opportunities 
within this space and decide on a career 
path? 
 

HF: There’s a huge learning curve in choosing an 

impact investing career, one that is much more 

ambiguous and unstructured compared to 

traditional business career tracks. Students 

interested in impact investing need to be 

conducting their own research, reading the trade 

publications, attending conferences, and 

SV: While I am grateful for the opportunity to explore ways to invest in what 

Cornerstone Capital defines as ‘the relentless pursuit of material progress towards 

a more regenerative and inclusive economy,’ it also involves a healthy level of 

skepticism to ensure that we safeguard our clients’ interests.  
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speaking with alumni, professors, students, and 

the broader NYC network in impact investing. 

There isn’t really a guidebook, though speaking 

with alumni did help me figure out my roadmap 

to the process. So my suggestion is to talk to as 

many people in as varied roles as you can, reflect 

on your skills and interests, and try as many 

things as possible while you’re at school to figure 

out the best career path for you. 

Realistically though, there are also only a finite 

number of jobs in the sector, especially jobs that 

are looking to hire MBAs, in your preferred 

geography and salary range, and whose timing 

perfectly matches when you want to start. You 

should know the things that are most important 

to you and those that you are willing to 

compromise on in this sector. 

SV: The rapidly evolving nature of impact 

investing, responsible investing, environmental, 

social and governance (ESG) investing means 

that there is no set definition or criteria for any 

of these areas. However, a range of activist 

groups, non-government organizations, 

investors and universities work hard to inform 

new entrants about opportunities. Broader 

impact and responsible investing information 

organizations such as the Global Impact 

Investing Network and the Responsible Investor 

provide an overview. Sector specific groups are 

emerging and provide information on areas like 

education, health, clean technology or 

environment. I would look at larger banks and 

asset managers that are positioning themselves 

for growing investor interest in this area. Also 

conferences such as US SIF and CERES provide 

great opportunities to see the full range of 

opportunities in the area.  

eV: Is there anything you would have done 
differently (prior to or during your MBA) to 
position you better for this career? 

 
HF: While I recognized how great a position I 

was in to be at Stern, I think I underutilized the 

student card. I feel like it’s much easier to make 

connections with people when you come in as a 

student looking to learn about the sector. It’s 

also important to remember that you still have a 

lot to offer as a student – insights on other 

organizations you’ve networked with, most 

updated information from conferences and 

research, and the ability to take a step back and 

look at trends from a business perspective.  I 

think there was a lot of access that I had that I 

did not explore enough. 

SV: There are two things that I would do 

differently prior to starting in this area. Firstly, I 

would have taken more finance courses at NYU 

Stern. The investment opportunities, size of 

deals and sophistication of investors is rapidly 

growing and a solid grounding in many elements 

of finance (debt, project finance, restructuring, 

and trading and asset management) enables you 

to grow with this trend. I have a strong 

background in environmental risk, climate 

change and water but working in this area 

requires me to focus my knowledge through the 

lens of investing. Success in this area is the fusing 

of solid investing skills and a deep 

understanding of impact.   

Secondly, I would have worked harder to retain 

my contacts developed in my prior roles. One of 

my tactics earlier in my career was to self-fund 

trips to meet representatives of leading 

environmental organizations, such as the Pew 

Centre for Climate Change and the Clinton 

Climate Initiative. I also worked hard to have my 

employers send me to global events, such as the 

Copenhagen Climate Conference in 2009, and 

community initiatives, such as installing small 

solar panels in Costa Rica. On all of these trips, I 

met incredible people doing very interesting 
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work in this area. However, I didn’t take the time 

to cement some of these relationships and now 

that I am actively looking for investment 

opportunities and ideas, it would be useful to be 

able to call on these relationships.  

eV: What is the most underutilized resource 
at NYU Stern that students can leverage while 
pursing impact investing as a career? 
 
HF: Of course students should take advantage of 

the faculty, fellow students, alumni, research 

databases, networking sessions, and impact-

oriented clubs at Stern. But I think the most 

underutilized resource was actually our location 

in New York City. It gives Stern students the 

unique advantage of meeting someone for coffee 

or at the office while most other business school 

students can only call them. It gives you the 

opportunity to join all the impact investing 

professional networking organizations in the city 

and go to the events. And most importantly, it 

allows you to get more experiential learning 

while at school, in the form of internships, 

fellowships, and projects that you are able to do 

with companies you are interested in. 

SV: MBA impact investing competitions are a 

great way to gain experience in building impact 

investments, meeting like-minded people, 

understanding what issues are currently 

important and connecting with potential 

employers. Investment competitions such as the 

Yale National Low Carbon Competition and 

Morgan Stanley Sustainable Investing Challenge 

enable you to explore the range of impact issues 

and see how your innovative ideas measure up 

against your peers.  

I was fortunate to be part of the NYU Stern 2014 

team that won the Yale National Low Carbon 

Competition. The competition compelled me to 

focus on a particular issue (fossil fuel 

divestment), develop an investment thesis and 

present this thesis to a panel of leading investors 

such as Commonfund, Generation Investment, 

CalPERS and HIP Investors. Our prize was a 

$10,000 check and an all-expenses paid trip to 

present our thesis to 400 endowments and 

foundations at the Commonfund forum in 

Florida. The experience and exposure materially 

improved my recruiting.  

eV: Where did you do your summer 
internship? How was that experience 
compared to your current full-time role?  
 
HF: My career path during school was a bit 

circuitous.  Through research and conversations 

with alumni, I got a better sense of both what 

organizations were looking for from candidates 

and what areas best suited my skill set and 

interests. I realized I needed a spring internship 

my first year at Stern, to demonstrate my 

commitment to switching careers and better 

position myself for summer internships. So I 

interned at B Lab and worked on their Global 

Impact Investing Reporting system, which 

helped me learn the vocabulary of the sector and 

provided me with a strong network in the sector 

in New York City. This opened the door to my 

summer internship at the Overseas Private 

Investment Corporation, the development 

finance arm of the US Government. The 

internship was an incredible learning 

opportunity that gave me experience with direct, 

early-stage deals that I did not have before but 

also the very unique and coveted perspective of 

the government as a funder.  

 
After my summer at OPIC, I knew I needed a 

more diverse perspective on capital deployment 

than the government could provide, so I took 

another internship my second year at the 

Rockefeller Foundation, working on their 

program related investments. These experiences 
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helped me realize that for a full-time role, I 

wanted to be somewhere where I could be 

working on due-diligence and structuring deals 

but be sector and geographically agnostic, driven 

by the needs of my clients. Having that filter for 

the companies I was interested in brought me to 

Arabella Advisors and its impact investing team. 

 

SV: I purposefully joined AHC Group, a boutique 

sustainability consulting firm that works with 

Fortune 500 companies to examine emerging 

sustainability issues that may materially impact 

their operations. We worked with major 

companies on issues such as energy efficiency, 

environmental regulation and the rise of 

responsible investing. The internship culminated 

with a two-day workshop in Saratoga Springs 

where we convened 80 clients to discuss 

emerging issues, approaches and next steps. The 

experience was important as it is gave me insight 

into how companies are responding to new types 

of investors and it was broadly comforting to see 

that the subset of companies that I worked with 

were actively looking to be involved.  

eV: As a recent alum, what has surprised you 
the most about having a full-time job that 
measurably affects people’s lives? 
 
HF: I think my conversations with recent alumni 

who entered the sector before me prepared me 

well for the career change, so there haven’t been 

many surprises. I can reiterate what I heard from 

them – that there is incredible opportunity for 

career growth and learning in this sector and it 

continues to be rewarding and exciting a year in, 

a point where a lot of my fellow MBA colleagues 

are starting to think about their next move. I am 

constantly motivated by the inspiring social 

entrepreneurs I help invest in, the ambitious 

impact goals my clients set, and my incredibly 

intelligent and hard-working colleagues in the 

sector.   

 

SV: My job is not always as glamorous as it 

sounds. As an investor, you are responsible for 

your client’s money and it is critical that you 

keep that in mind at all times. While I am grateful 

for the opportunity to explore ways to invest in 

what Cornerstone Capital defines as ‘the 

relentless pursuit of material progress towards a 

more regenerative and inclusive economy,’ it 

also involves a healthy level of skepticism to 

ensure that we safeguard our clients’ interests. I 

believe that there are exceptional opportunities 

to materially improve the state of the planet and 

its people while generating returns but it takes 

hard work and diligence to find these 

opportunities.  

eV: This is still a relatively niche career 
choice for MBA students. What excites you 
most about the industry and/or your 
organization? 
 
HF: There is tremendous momentum in the 

impact investing movement right now, with 

millennials and women leading the way in how 

we think of creating and advising wealth. The 

projections of how much capital will flow into 

this sector in the next few years is staggering. 

But what really excites me is the potential of 

directing traditional capital to this – to open the 

doors for the next trillion rather than billion 

HF: I think the challenge in this sector is in finding the optimal point for yourself in 

the tradeoff between scale and impact. Each comes with unique challenges and 

opportunities and I feel like right now I’m somewhere in the middle of the two. 
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dollars into impact investing. I think there’s a 

huge opportunity to tell the story of impact 

investing that appeals to traditional investors, 

one of increased information and discipline and 

opportunity for diversification and I’m excited to 

see more traditional investors see impact as 

another critical point of information they need 

on any potential investment. 

SV: I am excited about the industry as it is clear 

that there is a global movement to better align 

investing with a sustainable and inclusive society 

but we need constant vigilance as we grow. 

Growth industries can suffer from growing pains 

such as scandals and mistakes borne from 

hubris. However, I am confident in the ability for 

Cornerstone Capital to materially grow this 

industry. My organization fuses deep finance 

experience with sectoral and thematic expertise 

in a way that I believe brings a robust approach 

to meeting our aims.  

eV: What are your long-term career goals? 
 
HF: I have committed myself to this sector and 

plan to stay in impact investing in the long term. 

Right now, I’m quite content at Arabella, to learn 

about bespoke client needs and to customize 

investment strategies to fit these needs as it 

gives me a broad perspective on the impact 

investing landscape. At some point, I think I’d 

like to go back to a large institution, where I can 

help direct investment strategies at a much 

larger scale.  

I think the challenge in this sector is in finding 

the optimal point for yourself in the tradeoff 

between scale and impact. Each comes with 

unique challenges and opportunities and I feel 

like right now I’m somewhere in the middle 

between the two.  If I were to get closer to the 

impact, by working directly with a social 

entrepreneur for example, I’d be further from 

scalability, and vice versa. I think I’m going to 

view opportunities that come up in that context, 

to make sure I keep adjusting my lens to keep 

myself challenged and engaged throughout my 

career. 

SV: My long term goal is to continue to develop 

and execute investments which materially 

improve our relationship with the environment. I 

would like to grow the area to the point where it 

is not niche but a clear part of mainstream 

investing with the sophistication and liquidity of 

more traditional forms of investing.  

eV: Anything else you might like to add? 
 
HF: From my experience, transitioning to a 

career in impact investing requires a lot of 

commitment, self-discipline, and high risk 

tolerance. When friends will have an incredibly 

structured and controlled recruiting process, 

students interested in impact investing will be 

left on their own, to understand the sector and 

then find ways to enter what can seem like an 

impenetrable and insulated field. But I think this 

also gives you more space to differentiate 

yourself and discover an exciting and growing 

sector in the process. My time at Stern helped me 

learn so much about the impact investing 

industry and to foster a strong network in the 

sector, which ended up being a huge asset not 

just for the immediate job search, but continues 

to be for my long-term career.   

SV: The area is still under development so there 

are no right or wrong perspectives. For those 

who want to join this area, I invite you to discuss 

what is currently occurring and propose new 

approaches. It is only through a major, 

collaborative effort that we will succeed. 
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Steven Zheng, CFA is a first year MBA student at NYU Stern School of Business. Prior to Stern. Steven 

spent four years working as an equity research analyst at Lapides Asset Management, LLC, a $1B 

long-only equity fund based in Greenwich, CT. He covered Small/Mid Cap US stocks across several 

industries including specialty chemicals, paper packaging, packaged food, and auto parts. His 

investment philosophy focuses on identifying undervalued companies with favorable fundamentals, 

solid economic moats, and strong pricing power. Prior to Lapides, Steven worked at other investment 

firms including J.P Morgan and UBS Financial Services. Steven has a B.S in Finance from St. John’s 

University. He is a CFA charter-holder and a member of New York Society of Security Analysts. Steven 

can be reached at sz1777@stern.nyu.edu. 

BUY Harman International (NYSE: HAR) 

 

Investment Summary 

Harman is a leading technology company focused on serving the automotive industry. In the past 12 months, its stock has 

significantly underperformed S&P by 37%, primarily due to 1) growing concerns among investors about future auto sales, and 

2) management dialing back guidance after a soft quarter in 3Q16. I believe the recent pullback creates a good buying 

opportunity for the following reasons: 

 The secular growth opportunity of connected cars is still intact 

 The company is gaining market share by diversifying into mainstream auto OEMs 

 Diversified and profitable business portfolio provides good fundamentals for the company 

I believe the stock will reach $125 (63% upside) in the next 18 months, based on 10x FY17 EBITDA (5-yr average) or 17x 

EPS.  

Business Description 

Harman is a leading technology company focused on the automotive industry. Its main products include auto infotainment 

system and premium car audio systems. The company operates through four segments: Connected Cars – auto infotainment 

(47% of sales, 13% EBITDA%), Lifestyle Audio – car and home audio (30% of sales, 14% EBITDA%), Professional Solutions – 

stadium loudspeakers and studio mixing consoles (16% of sales, 15% EBITDA), and Connected Services – software 

engineering solutions (7% of sales, 16% EBITDA%). HAR’s infotainment production is primarily based on an industry-leading 

scalable software platform that greatly shortens the engineering cycle from 2.5 years to 12 months by leveraging existing 

technologies 

Investment Thesis  

Secular Growth Opportunity in Connected Cars. “Connected Cars” is a major theme in the 

auto industry as more OEMs and tech-savvy car buyers want electronic content in cars. 

The “building block” infotainment market remains largely under-penetrated and therefore 

provides attractive long-term growth opportunities for participants. Currently the 

penetration rate is ~24%, with another 23% from low-end Display Audio (smartphone-

facilitated) and the balance from traditional AM/FM/CD radio systems. I believe future 

growth will be driven by 1) customers upgrading from low-end Display Audio and 2) more 

importantly switching from traditional AM/FM/CD radios, which will eventually shrink to 

0%. More specifically, the growth will come from low-mid range cars as the high-end 

segment (BMW 7-series, Mercedes S-class, Audi A8 etc.) is already highly penetrated (90-100%). The overall penetration rate 
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has been growing by 300 bps per year and will reach 50% by 2025 (confirmed by both Harman and Delphi). HAR, as the 

technology and market share leader, is prone to become the biggest beneficiary.  The 300 bps expansion translates to ~$360 

(83M new car sales*3%*600 ASP*24% Mkt Share) in revenue or $0.5 in EPS (based on 10% net margin, scalable platform 

higher than company average).   

Gaining Market Share. Historically, HAR’s success was built on its 

leadership in supplying premium products to high-end German luxury 

automakers. In recent years, the company is diversifying into mainstream 

high-volume OEMs (Fiat Chrysler, Toyota, GM etc.). Contrary to popular 

belief, Margins of mid-segment products, despite low pricing, are in fact higher 

than high-end, as high-end contracts normally require more customization. 

But I believe Harman will continue to gain market share due to the following 

competitive advantages: 

1. Technology Leadership: HAR has undisputedly the most advanced technology in the industry. Its products are 1-1 ½ gens 

ahead of those of competition. With the next-gen products launching in 2H16, HAR will further enhance its leadership and 

leverage it to expand market share. 

2. Long-term Sticky Relationship with major OEMs: HAR has long-term relationships with most auto OEMs around the world 

(5 gens with BMW since 2002). The good relationships help HAR expand its offerings beyond high-end models (e.g. BMW 

7 series) into low-mid level platforms (e.g. BMW 3 series). 

3. Scalable Platform: Harman’s industry leading scalable platform allows the company to recycle 60-70% of the technologies 

within its existing products to develop new products with different specs. It shortens the pre-launch development cycle by 

6-12 months (from 2.5 yrs to 18 months) and lifts margins by ~300 bps across all products. To this day, Harman remains the 

only developer employing this development process.  

Diversified Business: With infotainment being the “crown jewel”, Harman also has a “hidden gem” business that gets little 

attention from investors. The branded car audio business is highly profitable and cash generative. HAR dominates the market 

with a 40% market share (#2 Bose 26%, #3 SONY 9%). Its biggest competitive advantage is its brand equity. HAR has a diverse 

portfolio of valuable brands (Revel, Mark Levinson, JBL, Lexicon, Bower & Wilkins, Infinity, Harman Kardon, and recently 

added Bang & Olufsen) that addresses the full spectrum of car segments. The breadth of its brands helps automakers in 

targeting different markets (e.g. Mark Levinson for Lexus and JBL for Toyota-branded models). Car buyers are willing to pay 

premium for these iconic audio brands. Therefore branded solution providers like HAR possess strong pricing power and the 

business yields over 20% margins. Additionally the company has been an active consolidator in this niche market, and is 

expected to out-grow the 6% industry CAGR. 

Risks 

 Auto Cyclicality. As a tier-1 auto supplier, the cyclicality of auto market is the biggest uncertainty to HAR. About 70% of 

sales are auto-related.   

 Customer Concentration. Top 4 auto OEM customers (BMW, Fiat Chrysler, VW Audi, Toyota) account for 49% of business 

 China Slow-Down. $700M (15%) of sales is vulnerable to the deceleration in Chinese economy. 

 Foreign Exchange. 70% of HAR’s revenue is international (50% in Euro). Strengthening USD will negatively impact its 

financial performance. 

Conclusion 

HAR is the leader in a market that is riding the secular trend of connected cars. The company is entering the under-penetrated 

mid-tier auto market with high-quality product offering at affordable prices. The success of this strategy will further enhance 

HAR’s market leading position and maintain its DD growth rates in the next few years. The profitable car audio business, strong 

balance sheet, and hefty FCF streams are all key elements to its future success. I believe the stock will reach $125 based on 10x 

of EBITDA or 17x of EPS, value multiples for a growth stock.  
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Billy Duberstein is a second-year MBA student at NYU Stern. This past summer, Billy was an equity 

research intern at Wedbush Securities in Los Angeles, which built upon his prior research internships 

at Express Management Holdings, Culmen Capital, Resolve Capital Management’s Eco Fund, and years 

of personal investing. Prior to Stern, Billy was a filmmaker under his own production company, Stone 

Oak productions, and at several large production companies in Los Angeles, and then a political 

researcher for Beehive Research in Washington DC. Billy has a B.A. in Music with a minor in English 

from University of Virginia. He can be reached at wzd201@stern.nyu.edu.  

 

BUY Terraform Global (NASDAQ: GLBL) 

Current Price: $2.71   Price Target: $6 

Potential Upside: 121%  Time Horizon: 1 year 

Primary Valuation: Average of Book Value and Tangible Book Value, yield on reduced dividend 

 

Summary: Terraform Global has been caught in the SunEdison melodrama, compounded by the overall energy and 

emerging markets swoon, but the guilt-by association seems overdone, and current risk/reward is attractive. Well-

capitalized: Investors are ignoring, or don’t believe, that GLBL is still well-capitalized from the recent IPO, and has 

optionality with its cash should various acquisitions fall through, including highly accretive debt or equity buybacks 

(current dividend/ A share is over 40%).  Current valuation pricing in the worst: Despite the company having just 

paid its regular quarterly dividend of $.275/ share ($1.10 annualized) on 3/18 for the A shares (~65% of shares 

outstanding), the stock still trades at 30% of book value, and only 70% of conservative tangible book value, despite 

owning relatively young renewable energy assets with PPAs of 19 years on average. Hedges de-risk currency and Off-

takers not as risky as perceived: Currency hedges and the B-share subordination periods of 3 years, mitigate some 

risk over the next three-year period until the SunEdison mess is figured out. Separability/ Governance: Moody’s does 

not believe the yieldcos can be plundered by SUNE creditors, and there is a precedent case in Abengoa, where the 

yieldco trades normally even as the parent is in restructuring.   

 

Company Overview: GLBL is the internationally-focused yieldco for SunEdison, which IPO’d in August, 2015, during an 

eventful summer for the parent. The IPO price was $15/share (7.1% yield, which was well below the hoped for $17.50-

20/share proposed during the roadshow). Since the IPO, the stock has fallen almost in a straight line to $2.71/ share. 

SunEdison owns roughly 61 million Class B shares (slightly more than 1/3 of the 178.1M shares outstanding), which 

have all voting rights, as well as rights to potentially valuable IDRs (should the dividend materially increase in the 

future, not so much a concern now), but are subordinated to A shares for 3 years in terms of being able to receive 

dividends, until the A shares receive the minimum dividend set at $0.275 per quarter, or $1.10 annualized.  The recent 

bankruptcy of parent SunEdison is a concern, as GLBL receives interest support on its 2022 Notes (9.75% yield) as well 

as G&A and O&M support from SunEdison. During the winter, Terraform also pre-paid $231M for an Indian solar project 

that had yet to be completed, but SunEdison used the funds to pay off a margin loan as it desperately tried to keep its 

liquidity. Terraform is suing SunEdison for misappropriation of funds. Both Terraform Global and Terraform Power 

have recently released documents showing they are making contingent plans to function without SunEdison. 

 
 

SUNE Bankruptcy Scenario is Still Attractive 

SunEdison recently secured $300 million in DIP financing, which, from their released documents, seems to hint that 

creditors will take over the equity and seek to maximize the value of the yieldcos. The new owners would likely continue 

SUNE operations, as there is significant value in SUNE’s GLBL and TERP shares, as well as significant SUNE backlog. It is 

unclear if new owners would be able to keep B shares (subordinated, but with IDRs) or if B shares would be converted 

to A shares. Moreover, I believe that the parent would continue to exist (with new owners), and the G&A costs would 

continue to be provided, but no interest support. I also believe most current projects under construction will eventually 

Brazil China India South AfricaMalaysia Uruguay Thailand Total

Solar 0 18 134 66 12 26 40 296

Wind 294 149 102 0 0 0 0 545

Total 294 167 236 66 12 26 40 841

Existing Porfolio - 841 MW

mailto:wzd201@stern.nyu.edu


June 2016 eVALUATION Page 33 
 

 

be delivered, though delayed. That likely scenario would lead to CAFD of: worst-case dividend of 44M+ G&A of 26M 

+53M from new projects = 120M. If GLBL then uses only 200M of its 600M remaining cash to pay down 160M of notes at 

70% of par, it would reduce interest from 80M to 55M. If it then uses just 40M to buy back stock at $4 (it’s at $2.71 now), 

this would result in 160M of annual CAFD over 168M shares in a fully diluted scenario, which is almost $1.00/share. At 

today’s price of $2.71, that is a 35% yield – and this is in a SUNE bankruptcy scenario with no more interest support, 

with significant cash left over, and an undrawn $350M revolver. 

 

 

 
 

Risks 

1. Foreign Currency Risk: This is definitely a risk but mitigated by: a) there are 3-year currency hedges in place and 

b) many assets were purchased in mid-late 2015, when dollar was already strengthened against the Brazilian Real. 

The Real and Yuan have depreciated since then but by less than 10%.  

2. Counterparty Risk:  a) Counterparties are large and/or state-run utilities, b) In the wake of Paris agreement, even 

in financially-strapped countries, keeping the lights on (in the cleanest possible way) is likely a first-order priority, 

and c) PPA challenge in India by Gujarat Urja Vikas Nigam Ltd (GUVNL), was denied by Indian court, and currently 

on appeal. PPAs look to be a solid form of contract, even in the off-taker’s home country.  

3. Can Sunedison’s creditors extract money from GLBL? A number of factors that reduce the risk of a voluntary 

bankruptcy filing by TERP or GLBL including: a) the companies are currently able to meet all of their obligations and 

are not themselves insolvent, b) SUNE only has a minority economic interest in both yieldcos, though it controls 

both companies through Class B shares, c) Both TERP and GLBL are publicly listed Delaware corporations rather 

than wholly owned SPVs, and Delaware law imposes fiduciary duties on a company’s directors, and d) a voluntary 

filing of either yieldco requires a vote of a majority of three independent directors on the yieldco’s corporate 

governance and conflicts committee, e) The assets and cash flows of yieldcos would only be available to SUNE’s 

creditors in case of a SUNE bankruptcy if a substantive consolidation of the yieldcos into a SUNE bankruptcy were 

ordered by a bankruptcy judge. Although we consider the likelihood of this event to be remote, since all three 

companies have clearly operated as separate legal entities with their own boards, capital structures and financing 

documents, it is not possible that a bankruptcy court might reach a different result. (Moody’s note, 2/24/16)   

Dividends in worst case (millions)

Current Run-Rate CAFD (est.) 150

- Sune G&A 26

- Sune Interest Support 80

= CAFD in worst case 44

ann. Dividend/ A share $0.38

ann. Dividend/Total Shares $0.25

Remaining 

Project 

Delivery MW Cost Owed

Est. CAFD 

@ 12% 

yield

Indian Projects 425 231 0 31.5

ESPRA 42 33 33 4.0

Biotherm 44 55 8 6.6

Remain SUNE 91 91 91 10.9

Total 602 410 132 53.0

Q3 Ending unrestricted cash 1108.5 Senior Notes 9.75 due 2022 760.4

- Indian Prepayment 231 Project-Level 439.9

-estimated thatiland payments 45 Est. Total Debt 1,200.30 

-Solarpack prohect 35 Q3 Other Liabilitiesas 222.60    

- Purchase of Senior notes at discount 42.3 Est. Total Liabilities 1,422.90 

-10 million breakup fee Renovia 10

= Estimated Unrestricted  Cash 745.2

Shareholders Equity as of 9/30/15 1430.5

Q3 Ending Facilities 1188.6 Est. Shareholders Equity 1,441.81 

+ FERSA 73 A Shares 116.76

+ estimated Thai 45 B Shares 61.34

+ Solarpack 35 Total shares 178.1

- amortization 15.6 Estimated Book Value/ Share $8.10

Estimated Renewable facilities 1326.0 Net Unr. Cash and Facilities/ Share $3.64

Current Price $2.71

Q3 Rst. Cash, Other Assets, Intangibles     595.94 

+Estimated Indian assets 231

- FERSA restricted cash 33.4

Estimated Other Assets 793.54    

Est. Total Assets 2,864.70 

Shareholder's Equity

LiabilitiesAssets

Est. Current Balance Sheet

 Off the current run-rate CAFD, and subtracting out all of SUNE’s G&A support 
and interest support, the dividend could be cut to $0.38 or even $0.25, which 
would still be a 14% or 9.2% yield. (“bad” IPO was at 7.1%) 

 This does not however factor in any contributions from assets under 
construction, or any de-levering/ buyback  

 GLBL has 602 MW due for delivery, and has already prepaid for Indian assets 

and most of Biotherm. These should deliver ~53M more of CAFD while only 

costing an extra $132 out of the current $745M unrestricted cash 

 GLBL has not filed financial documents 

since Q3 2015, yet one can estimate the 

current balance sheet from the transactions 

since, all of which have been released in SEC 

documents  

This estimate yields a BV of ~$8.10/share. 

Excluding all accounts receivable, prepaid 

assets, and other intangibles, there is still 

$3.64/share of Net Cash and Renewable 

Power Facilities (at cost), significantly higher 

than $2.71 current price. 



June 2016 eVALUATION Page 34 
 

 

NYU Impact Investing Fund (NIIF) 

Educating Future Leaders by Maria Robledo and Simon Lim 

The NYU Impact Investing Fund (NIIF) Practicum is a two-semester independent study with the long-run objective 

of creating the first student-led impact investing fund at NYU. Originally conceived several years ago, the NIIF 

gained formal entry into the academic curriculum as a Stern Signature Project (SSP) with generous support from 

NYU Green Grants, a university-wide program that promotes campus sustainability initiatives and social-

entrepreneurial ventures. 

In Spring 2016, a team of eight graduate students—including 

first-year, second-year, and dual-degree MBAs (Law, 

Wagner)—developed recommendations on how to structure 

and launch such a fund based on field research evaluating 

student demand, market gaps, and best practices. Kerwin 

Tesdell (President of the Community Development Venture 

Capital Alliance, NYU JD-MBA 1986) served as the team’s 

faculty advisor and in-house industry expert, while Jamie 

Tobias (Executive Director, NYU Stern Office of Student 

Engagement) served as its administrative advisor. 

NIIF intends to bridge the gap between student interest in careers related to impact investing and relevant sector 

experience. A student-led impact investing fund will provide unique hands-on experience valued by prospective 

employers, thereby increasing the likelihood of internship or full-time placements in the field. Furthermore, the 

NIIF will leverage Stern’s competitive advantage as a top finance program and support its credo: to develop people 

and ideas that transform 21st century problems into opportunities to create value for business and society. 

To inform their proposals delivered at the 2016 SSP Symposium, the Practicum team conducted research on two 

tracks: (1) surveying MBAs to gauge demand for an experiential course on impact investing; and (2) interviewing 

over a dozen representatives from financial institutions and peer MBA programs operating similar funds to map 

the industry landscape and identify market gaps and best practices. 

Based on its analysis, the team recommended that NYU establish a student-led impact investing fund and aspire to 

be the #1 MBA program in the industry. Key takeaways included: maintaining a small, selective group of students 

to maximize engagement opportunities; inviting participation from students, alumni, and faculty of other NYU 

schools to promote holistic knowledge development; and housing the fund outside of the university and co-

investing with external firms to address fiduciary and liability challenges.  

Next semester (Fall 2016), a new team will develop the NIIF’s investment thesis, including target markets and 

investment criteria, toward the goal of officially launching a fully-fledged fund in Spring 2017. In the future, the 

NIIF aims to raise a significant amount of capital that would grant it serious consideration in prospective deals, 

ensure a robust pipeline of students may gain exposure and participate, and nurture a new generation of impact 

investing professionals – and catapult NYU Stern to the top of the impact investing industry in the eyes of 

prospective students, hiring firms, and peer MBA programs.  
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eVALUATION – GET INVOLVED! 
 

Our mission is two-fold, (1) to broadly spread awareness of research and investing to interested parties and (2) to 
foster a greater connection between NYU students and alumni in the investment community. On that front, if you 
would like to get involved, or provide us with feedback, please don’t hesitate to reach out. In addition, if you would 
like to be added to our newsletter e-distribution list going forward, please send us your contact information. 
Thanks for reading! 
 

Visit our student club affiliation, Stern Investment Management & Research Society, on the web: 
http://nyustern.campusgroups.com/simr/home/ 
 

Connect with SIMR students/alums on LinkedIn! 
Stern Investment Management & Research Society (SIMR) Alumni 

 
Spring 2016 Editors 

Siddharth Dandekar is a second-year MBA student at NYU Stern. Prior to Stern, Sid was an emerging 
markets investment banker, assisting large Indian corporations in raising debt capital. Between his 
first and second year at Stern, Sid completed his summer internship at UBS's US Equity Research team 
in New York, covering semiconductor companies. He has completed all three levels of the CFA 
examination and also manages his family’s investment portfolio across equity, debt, real estate and 
other alternative asset classes. Sid has a M.S. in Industrial Engineering from Purdue University and a 
Bachelor’s in Computer Science from the University of Mumbai, India.  
 

Siddharth Dandekar (dds374@stern.nyu.edu)
 

Ethan is a second year student at NYU Stern specializing in Finance and Accounting.  This past 
summer, Ethan worked as an Equity Research associate at Morgan Stanley.  Prior to Stern, Ethan was 
a decorated member of the U.S. Air Force, where he served for six years. His most notable role was as 
a Satellite Operations Analyst, in which he safeguarded multibillion-dollar satellite constellations, 
while leading a five-member team in a top-secret security setting. Ethan earned his Bachelor of 
Business Administration from the University of Vermont, holds a Masters of Science in Financial 
Analysis from the University of San Francisco and is a CFA Level III Candidate.  

Ethan C. Ellison (ece252@stern.nyu.edu) 
 

Neha is a first year MBA student at NYU Stern. Prior to Stern, she worked with the Global Markets 
division at Citigroup for over 2.5 years and gained experience in fixed income trading, asset-liability 
management and market risk management. Before Citi, she worked at CX Partners ($500M private 
equity fund) for a year evaluating potential investment targets in the hospitality and road 
infrastructure sector in India. Neha earned a Masters in Finance from University of Delhi, India and 
a Bachelor’s in Information and Communication Technology (ICT) from Dhirubhai Ambani Institute 
of ICT, Gujarat. She is also a CFA Level III Candidate. 
 

Neha Garg (ng1551@stern.nyu.edu)  
 

Special Contributing Editor 
Dillon is currently the Managing Member of Northern Shrike, LLC and enrolled at NYU Stern’s 
Langone Program. His work focuses on Environmental Social Governance (ESG) and impact-driven 
investment themes in public and private markets. He has originated, structured and executed 
innovative financing, growth and hedging strategies, to solve ESG challenges, on behalf of BlackRock, 
CO2e Capital and Wildlife Works. He co-chairs the Nexus Climate Change Working Group, is a 
Commissioner on Economic, Environmental and Social Policy (CEESP) for the International Union for 
the Conservation of Nature (IUCN) and is the former President of the Michael Price Student 
Investment Fund (MPSIF) at NYU Stern.  

Dillon Lanius (drl344@stern.nyu.edu) 
 

Many thanks to Aditya Desai (NYU Stern, MBA Class of 2017) for his valuable contribution to this edition. 
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