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Summary Report 2020 

Scalable Impact Investment: 
Environment, Gender and 
Innovation 
 
§ Artesian leverages our extensive global markets investment 

experience across the capital structure (from early stage VC to public 
debt markets) to deliver impact at scale.  

§ We build collaborative partnerships with complementary, like-
minded organizations to deliver sustainable outcomes.  

§ We believe that innovation, with technology as a key facilitator, can 
have a sustainable deflationary effect on the cost of infrastructure 
required to address critical global social and environmental issues. 

 

 
 
 

Impact Investing 
at Scale 
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Funding disruptors that will generate positive outcomes for 
society that are also commercially attractive. 
 
Identifying market opportunities where Environmental, 
Social and Governance (ESG) analysis indicate a market 
failure and/or industry or incumbent vulnerabilities. 
 
Creating more inclusive business models as a competitive edge 
against incumbents. 
  
Design companies that generate positive externalities for society. 
 
Use technology to bring down barriers to catalyze positive  
change. 

The Benefits of Synergy 
 

ü Encouraging partnerships between incumbents and disruptors to focus on society’s more difficult challenges 

ü Working together with government to generate better outcomes in a commercially viable way 

ü Using capitalism as the driver for positive change 

ü Generate a virtuous cycle of wealth creation 

 

 
Funding market incumbents that are generating positive 
externalities for society. 
 
Creating resilience for those firms that address the needs of 
society in a responsible way. 

Using credit metrics and ESG analysis/screening to fund 
sustainable business models to ensure investors avoid fat-
tail risks. 
 
Funding incumbents that are striving for business models that 
are inclusive of all stakeholders. 

  
 

ARTESIAN’S UNIQUE MARKET POSITION:  
Accelerating Disruptors & Incentivising Incumbents 

 

 

  
  
  
 

 
§ 

 

 
Impact 
Investing 
at Scale 

Artesian believes that a cross-asset class approach 
to impact investment, informed by a deep 
understanding of cutting edge innovation and 
technology, creates superior and sustainable 
strategic and financial returns. This philosophy 
means: 

 
ü Accessing innovation broadly and “affordably” via the private 

equity markets, especially early-stage VC 
 

ü Building collaborative partnerships, with innovation 
ecosystem participants with particular domain expertise, 
including government organizations, corporations and 
industry groups, universities/research institutes, accelerators 
and incubators to achieve sustainable outcomes at scale 

 
ü Utilizing a unified, multi-asset class approach to investing to 

obtain risk, return, and impact outcomes that are more favorable 
than investing in asset classes independently 

Venture Capital Fixed Income 
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ARTESIAN’S IMPACT MISSION:  
Accessing Superior and Sustainable, Strategic and Financial 
Returns from, and Informed by, the Innovation Ecosystem 

 
 

EXHIBIT 1: Artesian engages in collaborative partnerships with a broad range of 
participants in the innovation ecosystem 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

EXHIBIT 2: Examples of Artesian’s existing collaborative partners 
 

 
 

 
§ Artesian’s mission is to provide impact 

investors with superior and sustainable, 
strategic and financial returns from, and 
informed by, the innovation ecosystem. 

§ Artesian tracks and analyzes 
incumbents - if companies are 
indifferent to ESG risks, or slow to 
change, it elevates the potential for fat-
tail losses in  their credit. Artesian 
benchmarks incumbents, investing in 
those exceeding targets, providing 
incentives to laggards to change and/or 
investing in more agile, innovative 
startups who can disrupt their business 
model. 

§  Artesian also tracks and analyzes 
startups - and invests if they have the 
capability, via innovative technology or 
business models, to have a sustainable 
deflationary effect on the cost of 
infrastructure required to address 
critical global social and environmental 
issues.   

§ By understanding the symbiotic 
relationship between incumbents and 
upstarts, and by utilizing both 
incentives and activism across asset 
classes, Artesian influences key impact 
and ESG outcomes far more effectively 
than impact investment strategies 
focused on a single asset class. 
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The Importance of 
Accessing Innovation 
Broadly and “Affordably” 

The sustainability challenges that 
Artesian engages in tend to be large and 
complex. Often these challenges require 
enormous sums of capital to fund under the 
pressure of time constraints.   One such 
example is the climate problem. 

The Intergovernmental Panel on Climate Change (IPCC) 
estimated     that     $90     trillion     of     carbon-based 
infrastructure needs to  be  replaced  over  the  next  few 
decades. While governments have committed capital to 
replacing carbon-based infrastructure, there remains  a capital 
investment shortfall of approximately $1.2 trillion 
annually. The green bond market (and now the broader 
sustainable bond market) was originally sculpted to solve 
this   shortfall   by   encouraging   companies   and   other 
issuers to make targeted investments in climate-related 
infrastructure. However, to-date, the green bond market 
has evolved on pace to run at approximately $220 billion 
annually  –  which  still  leaves  a  $1  trillion  shortfall  in 
sustainable infrastructure investment. 

Venture Capital facilitates the 
deflationary power of technological  
innovation and will play  a  significant role 
in reducing the  cost  of infrastructure 
needed to meet science- based carbon 
abatement goals. 

Through our VC investments in CleanTech, Artesian 
aims to create new pathways to achieve higher energy 
efficiency solutions as well as alternative sustainable 
energy to support global economic growth. 

The Artesian High Impact Green Bond 
Fund takes environmental impact 
investing one step  further  by investing in 
“dark” green bonds and  venture  debt of 
Clean Tech companies.  

 

 
 

IMAGE:BRIGHTSOURCE ENERGY SOLAR THERMAL FARM IN CHINA. 
BRIGHTSOURCE HAVE TAPPED THE VENTURE DEBT MARKET FOR 
FUNDING. 

 
Dark green bonds are focused on investing in current 
technology to make an immediate impact – while 
provisioning venture debt to clean tech companies 
provides non-dilutive capital to best-in-class technologies 
which aims to bring forward their disruptive impact on 
the carbon problem. Artesian sees this as a holistic 
environmental investment solution that gives investors 
the ability to make an impact now – whilst investing in 
the new technologies of the future green economy. 

Accessing innovation widely and 
affordably underpins  Artesian’ s  thesis on 
the deflationary power of innovation. 

 
While large companies are effective at making sustained 
internal R&D investments, it often is limited to their 
respective lines of business. Few companies are adapting 
their R&D investments towards sustainability areas, and 
fewer still are those firms that have the wherewithal to 
make necessary long-term investments in innovation. 
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Accessing innovation through a traditional 
venture capital fund is one way to gain 
exposure affordably: by making many 
small bets in innovative businesses.  

Through a structured process, an investor can gain a 
wide range of financial exposure and business 
intelligence. But for institutions such as corporates, where 
strategic returns may be equally as important as financial 
returns, and where the importance of having an 
innovation pipeline is invaluable, a venture capital service 
can offer an accelerated path to building the desired 
innovation capabilities of the institution. Such a service 
can provide the “heavy lifting” of screening, due diligence, 
and all other infrastructure and expertise of a VC firm 
tailored to a corporate’s interests at an attractive value 
proposition. 

Artesian developed this Venture Capital as 
a Service (VCaaS) because we found 
corporations who needed to build or 
augment their innovation practice. 

 

 

Fostering Collaborative 
Partnerships to Achieve 
Successful Outcomes at 
Scale 

 

 

Artesian has worked with government institutions 
to deliver solutions on a range of topics: 

 
1. CEFC and CleanTech investing – The Clean Energy 

Finance Corporation and Artesian worked together 
(along with a series of ethical investors) to create an 
early stage eco-system to help finance local clean tech 
entrepreneurs and stop the “brain drain” offshore. 

 
2. GRDC and AgTech – Australia’s GRDC (Grains Research 

Development Corporation) was looking for a solution to 
outsource some of their research and development and 
gain market intelligence on innovation in their industry 
globally. Artesian in partnership launched a global 
grain focused AgTech fund. 

 
3. South Australia Venture Capital Fund (SAVCF) – The 

South Australian government awarded management of 
their SAVCF to Artesian to help grow innovation in their 
state. 

 
4. Victorian Government and Artificial Intelligence – 

Victorian government has provided grants to Artesian to 
create a complete eco-system in the field of Artificial 
intelligence. 

 
5. United Nations Capital Development Fund and 

Women’s Economic Empowerment – the UN has 
partnered with Artesian to create an innovative solution 
to the problem of inequality. Through a pool of 
sustainable fixed income assets that have been positively 
screened for women’s empowerment, Artesian and 
UNCDF are looking to create a perpetual set of 
cashflows that will be devoted to solving the gender 
inequality problem. 

 
6. COIN and Climate Change – the California state 

government (via COIN – Californian Organized 
Insurance Network) has endorsed Artesian’s High 
Impact Green Bond Fund due to the fund’s innovative 
structure and carbon abatement focus. 
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Making the Whole Greater 
than the Sum of its Parts: A 
Multi-Asset Class Approach 
to Impact Investing 

 
One of the traditional strengths of public equity 
impact investing is the investor’s capacity to vote for 
change. While shareholders’ rights remain crucial to 
making changes within a  corporation,  we believe 
the sheer scale of the credit markets is an 
underappreciated avenue for  impact investors to 
usher positive change,  while  improving portfolio 
returns with quality fixed income. 

The rise of the green bond market and the 
start of sustainability-linked bonds are 
prime examples of how investor demand, 
capital markets innovation, and 
corporations can foster positive 
environmental impact. 

Managing the cost of capital is such a fundamental 
corporate finance function, that any path to 
materially improve that metric should command 
the attention of the Chief Financial Officer (CFO). As 
a result of the growth in ESG assets under 
management, corporate treasurers are now regular 
participants in ESG and Green Bond conferences, 
where previously only Sustainability personnel 
attended. 

The  Green  Bond  market  has seen rapid growth 
since its genesis in 2008 due to green and     
sustainability  bonds providing an attractive way for 
corporate treasurers to engage an investor base     
that is seriously evaluating sustainability themes in 
their investment processes. 

We see increasing ESG assets under management 
as facilitating other forms of sustainability securities 
that will have similar  market acceptance, resulting 
in a large fixed income market for impact investors 
to deploy capital. 

 
Active investing will play a pivotal role in 
evaluating financial risk, return and 
impact. 

 

As a boutique investment manager, Artesian seeks 
areas of the market where it can provide a differentiated 
solution to clients. Where we typically find success are 
in spaces that are new, underappreciated, and/or 
difficult to replicate. 

 

A necessary condition for making wise investment 
decisions is to first understand a company’s competitive 
landscape. 

The growth of the private markets (especially venture 
capital) and the innovation economy, and the speed of 
disruption, means that public market investors can no 
longer ignore the existential risks to incumbent 
businesses posed by early-stage high-growth ventures. 
However, these private companies do not make public 
financial disclosures and have no sell-side analyst 
coverage to provide public market investors 
comprehensive and transparent public and private 
comparisons. Furthermore, there is no good substitute to 
learning about these private companies other than by 
being an active participant in the innovation ecosystem. 
Having both fixed income and venture capital capabilities 
provides Artesian with unique perspectives and access to 
information synergies that a solely fixed income or 
venture focused manager may not have. 

 
A unified multi- asset class manager holds an 
information advantage over a manager that 
focuses solely on a single asset class. 
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Artesian’s Unique 
Product Focus: Corporate 
Debt & Venture Capital 

 
Artesian has developed a “barbelled” business 
across fixed income and venture capital. 

Artesian’s product mix and global reach, allows a 
rare and distinctive perspective on global 
markets. Having the capacity to observe the 
influence of one asset class on the assessment of 
risk in the other, provides Artesian, and our 
clients, unusual insights and a distinct 
competitive advantage. 

 
From our perspective, the risk in both investment 
grade credit and VC are asymmetrically skewed. In 
credit, there is a positive skew, a very high 
probability of receiving coupon and capital and a 
small probability of loss. VC has a negative skew; a 
majority of startups will fail early, and a handful of 
ventures will deliver the majority of returns. 

These two markets interact as the increasing 
speed of disruption means incumbent 
corporations are in imminent, existential risk 
from smaller, innovative firms disrupting the 
status quo. 
 
As the cost of starting up has fallen, there has been 
a massive explosion in the number of startups that 
are competing against incumbents in industries 
across the globe. As technology changes affect 
industries and business models, the world, too, 
shifts and as such, investment strategies must also 
adapt. A necessary precondition of making wise 
investment decisions, is developing an 
understanding of a company’s competitive 
landscape. 

 

 

 

As responsible investors force corporations to track 
industry specific Environmental, Social and Governance 
(ESG) factors, new data sets are being created. These new 
datasets can then be utilized by startups to build 
technology to assist corporates to meet their ESG goals. 
In many ways the interaction between venture and public 
markets encourages a virtuous circle in responsible 
investing. 

Similarly, we have seen new data sets created in 
the social field of inequality, as corporates have 
begun to report on the treatment of women in their 
workforce. 

 

 
This data, analyzing female empowerment, allows 
Artesian to scan the global credit markets and fund 
companies that are tackling gender inequality. By publicly 
announcing their efforts to roll back inequality, 
corporates are de-risking their business model and 
increasing the price of their securities. By assigning 
capital to corporate bonds with a female empowerment 
filter, we are signaling to CFOs and other investors that 
there is an additional metric by which corporate 
reputation, credit ratings and borrowing costs will be 
judged. This in turn encourages gender focused 
discussions more broadly in C-Suites across the globe. In 
addition, some of the fees from Artesian’s Women’s 
Empowerment Fund are used to make charitable 
contributions from the towards  women’s education and 
entrepreneurship via Artesian’s VC activities in emerging 
markets. 
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Rising Impact Investment Opportunities in Credit 

 
Impact investing thematics have recently been growing 
in the deep, liquid and scalable credit markets – where 
issuers are announcing impact (environmental/social) 
objectives in their use of proceeds. Through these 
securities, bond investing is becoming less passive and 
more active (and activist) in the deployment of capital as 
investors must consider not only traditional risk and 
return – but also ESG risk and impact factors. Issuers are 
reacting to demand as investors become more conscious 
and active in expressing concerns over the impact their 
invested capital is having. 

 

Investing in Today’s 
Markets 
The growth of the venture capital market and the 
innovation economy over the last decade has 
changed the competitive landscape for many 
established businesses, and by extension, for 
investing. This development means that public 
market investors can no longer ignore the threats 
posed by venture-backed companies. These private 
companies are using technology to disrupt 
incumbent business models through lowering costs 
and delivering scalable solutions to ESG issues. 
Given their private nature, it is difficult for investors 
to track these threats given the lack of public 
disclosures. 

As an active participant in both the public debt 
markets and the venture capital eco-system, 
Artesian is in a unique position to be able to 
aggregate information across these markets to 
develop synergies that deliver better risk, return and 
impact for our clients. 

 

 

 
 

The whole is greater than the sum of the 
parts. 

 
Due to the Covid-19 pandemic, Central Banks have 
committed to a low or zero interest rate 
environment for the foreseeable future. Thus, low or 
negative government bond yields may not be an 
effective ballast to a traditional stock-bond 
portfolio. These paltry yields, with substantial 
duration risk, may not support an institution’s long- 
term return targets. Burgeoning government deficits 
on already heavy government debt loads are also 
raising questions about their credit quality. In 
contrast, high-quality companies with a strong ESG-
core have held up well. Given today’s rate 
environment, we believe these high-quality credits 
with ready access to capital and resilient business 
models can form an attractive part of one’s fixed 
income portfolio.  
 
With climate change, social inequality and a health 
epidemic disturbing the global economic system, 
impact investors have never been more necessary to 
make capital work for good. We believe a focus on 
impact and innovation will be the primary engine of 
returns in this uncertain environment. 
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About Artesian 
 
 

Artesian was founded in 2004 as a  absolute  return fixed  income  fund  manager focused  on relative  
value opportunities in the global credit markets. We have managed specialized funds focused on 
credit arbitrage and relative value strategies across global financial markets since 2004, with offices 
in New York, London,  Singapore,  Shanghai, Jakarta, Melbourne, Adelaide and  Sydney.  Artesian  
has  integrated  ESG  into  its investment process with a key focus towards responsible investment. 

 
In 2009, Artesian launched  its early stage  venture  capital platform  in Australia and China. Today, 
we are the most active early stage VC investor in the Asia Pacific region, having made investments  in  
450+  portfolio  companies. Artesian was  named  the  third  most  active  seed  investor  in female-
founded companies globally. 

 
Our clients include corporations, governments, family offices, and pension funds who are interested 
in addressing sustainability challenges (e.g. Climate & Clean Energy, Global Food Security, Health 
& Wellness, Equality) with a market return on their capital. 

 
 

www . a r t e s i a n i n v e s t . c o m 
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