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Financial Inclusion Defined

FinancialFinancial

At Sonen Capital, we believe sustainable financial services means affordable, effective and safe services that consider social and 
environmental impacts. Sonen’s investments in financial services seek to expand availability and  affordability of related offerings of and 
minimize negative externalities.

The Role of Financial Services in the Global Economy
Financial services including credit, savings, insurance and payment platforms play a critical role in global social and economic development. Relevant 
data  shows that expanding financial services reduces poverty and expands economic opportunity across all socioeconomic groups.

As the main source of employment generation and economic growth, Small and Medium Enterprises (SMEs) play a critical role in financial opportunity  
globally. The latest data shows that SMEs contribute 50% of total GDP in high-income countries1 and 40% of GDP in emerging economies. Worldwide, 
SMEs represent about 90% of businesses and their employees represent over 50% of employment.2 Despite their central role in global economic growth 
and employment, SMEs are systematically under-financed by over $5 trillion annually.3

The Positive Impact of Greater Access to Financial Services
	» Expanding digital financial services could increase global GDP by $3.7 trillion and expand available credit by $2.1 trillion by 2025.4 

	» Greater control over productive resources by women can enhance growth prospects – agricultural output, for example, could increase between 

2.5%-4%.30

	» Pay-as-you-go solar companies have used digital finance to provide 10 million people with affordable, modern energy for the first time in their 

lives.5

	» The spread of mobile money lifted roughly one million Kenyans out of extreme poverty from 2008 to 2014 – the equivalent of 2% of its 

population.7

	» Digitizing teacher salary payments in Liberia cut the cost of collecting wages by 92%, from $25 per paycheck to $2.7

	» Community development financial institutions (CDFIs) manage $108 billion and fill gaps in financing for economically disadvantaged communities 

across the U.S.8

Financial inclusion is a critical element to achieving multiple Sustainable Development Goals (SDGs). Research shows that access 
to financial services can contribute to 11 SDGs, particularly poverty, food security, health, education and gender equality. Financial 
inclusion makes direct contributions to SDGs 1 (poverty), 8 (employment) and 9 (infrastructure).

InclusionInclusion
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MACRO

	» Close to two billion people worldwide lack access to financial services.12

	» Micro, small, and medium sized enterprises (MSMEs) in emerging economies have an unmet financing need of $5.2 trillion 
every year.13

	» Approximately 70% of all MSMEs in emerging markets lack access to credit, and up to 37% of MSMEs are women-owned.14, 31

	» $110 billion is lost each year in government expenditures and unclaimed tax collections globally. The use of cash in 
government payments contributes to this significantly.15

	» Digital payment technologies will surpass $726 billion in transactions by 2020,16 driven by more than 90% of global citizens 
owning a mobile phone.17

SOCIAL

	» 35% of women worldwide, or close to one billion women, are excluded from the formal financial system.18 Women are less 
involved in the formal economy than men, reducing their ability to control their own finances. Women-owned businesses face a 
credit gap of $1.7 trillion globally.19

	» Small community banks are often the only provider of financial services in one out of every five U.S. counties.20 Community and 
regional banks generate 40% of all small business loans that in turn generate $6 trillion in annual revenue and employ 32 
million people.21 

	» 27% of U.S. households, or 91 million people, do not have access to banks and other financial services.22 Americans  spend $8 
billion annually in fees for check-cashing services and payday loans.23

	» Global remittances totaled $600 billion in 2016.  Digital remittances cost on average just 3.93% of the amount sent compared 
with the average cost of sending a remittance of 7.42%.24 This amounts to $21 billion in added costs.25

ENVIRONMENTAL

	» Natural resources are declining in 116 out of 140 countries and at current rates, these trends are expected to further erode 
global natural wealth by over 10% by 2030.26

	» The world’s $80 trillion annual economy creates environmental externalities valued at over $7 trillion annually.27

	» Growing numbers of financial institutions are adopting measures to ensure more effective consideration of environmental 
externalities through risk pricing and policies.28

	» Banks that actively integrate sustainability benefit from reduced risk, improved access to international financing, improved 
brand value and reputation, and improved community relations.29

Impact
Drivers THE MACRO, SOCIAL & ENVIRONMENTAL DRIVERS FOR FINANCIAL SERVICES
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The COVID-19 Effect
The coronavirus pandemic is taking an unprecedented, systemic impact on economies and employment around the globe. Global extreme 
poverty is expected to rise in 2020 for the first time in over 20 years as the disruptions of the COVID-19 pandemic compounds the forces of 
conflict and climate change, which were already slowing progress on poverty reduction. Estimates indicate that the pandemic will push an 
additional 88 million to 115 million people into extreme poverty this year, with the total rising to as many as 150 million people into extreme 
poverty depending on the severity of the economic contraction.9

Shutdowns are causing systemic disruptions in all economic activity, with disproportionate impact on more vulnerable communities through rapid depletion of 
limited savings, food insecurity, health challenges and further challenges in accessing basic financial resources.

Economic contraction is exacerbating the already considerable challenges for small businesses and entrepreneurs to keep afloat and secure financial 
resources that can provide business continuity. Such businesses are the backbone of the global economy, accounting for half of all jobs and GDP worldwide.10 
For women-owned businesses, this economic disruption means even more difficulty: globally, female-owned businesses were nearly 6% more likely to close 
than male-owned businesses.11 In order to minimize economic disruption and preserve countless economic livelihoods, expanding financial inclusion is more 
important than ever. 
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Investment
Objectives

1.1	 Support digital financial services 
and innovations

1.2    Expand the range of financial 
services that support greater 
economic growth and job creation

1.3    Expand availability of financial services 
for the underserved  

Investment
Strategies

1.1.1  Focus investments on simple, low-
cost, easily accessible digital services 
that can significantly increase 
economic participation, particularly 
among women

1.2.1  Focus on transfers/payments and 
storage of savings. Secondary 
focus includes access to credit and 
mitigating risk (e.g. insurance)

1.3.1  Target basic services in rural areas 
where populations are generally poorer 
and are underserved

1.1.2  Target markets with low rates of 
economic participation or where 
dependence on alternative financial 
services is common

1.2.2  Focus on trade finance, receivables 
loans, electronic data management or 
other mechanisms that can increase 
availability of credit for MSMEs 

1.3.2  Ensure higher rates of participation 
among women, particularly with 
increased access to capital

1.1.3  Consider how “big data” can  expand 
and customize affordable financial 
services for the  unbanked 

1.2.3  Invest in platforms or technologies 
that provide highly customized 
services that meet local/regional 
needs

1.3.3  Consider how “big data” can  expand 
and customize affordable financial 
services for the  unbanked

Outcome 1

Investment
Objectives

2.1     Drive transaction costs down for 
basic financial services

2.2     Increase customers through cost-
effective services

2.3     Reduce need for alternative financial 
services 

Investment
Strategies

2.1.1  Target digital technologies that 
expand access to basic financial 
services, e.g. savings accounts and 
remittance payments, and drive costs 
down through economies of scale

2.2.1  Electronic payments and transactions 
that increase efficiencies, lower 
transaction costs and provide 
seamless services for MSMEs and 
employees

2.3.1  Focus on digital payments  and micro-
insurance to help low-income families 
better manage costs and financial risk

2.1.2  Support low-cost or simplified 
accounts to increase rates of adoption

2.2.2  Target digital financial services 
that benefit from greater scalability, 
customer-centric design and 
convenience

2.3.2  Technologies or platforms that tap into 
new sources of capital (e.g. peer to 
peer, cryptocurrencies) and make use 
of data that can further streamline 
service delivery

Increased access to financial services broadly, particularly among underserved 
markets (especially women and women-owned MSMEs)

Outcome 2 Increased affordability of essential financial services among current and future 
customers

Outcomes Sonen Seeks
1. Expand Access 2. Improve Affordability

3. Increase Products and 
Services for the Underserved
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Investment
Objectives

2.1    Ensure investments in financial products and 
services satisfy social, economic and environmental 
sustainability targets

2.2    Support regional and local service providers to better 
meet local needs

Investment
Strategies

2.1.1 Invest in financial institutions or technologies with 
explicit social and environmental risk management 
policies and practices

2.2.1 Target municipal finance, local service providers and 
structured project finance that reflects local needs 
and urgencies for businesses, individuals and regional 
practices

2.1.2 Invest in financial service providers that intentionally 
support increasing access and affordability and where 
use of proceeds make demonstrable contributions to 
the underserved, particularly women

2.2.2 Identify investments that can clearly demonstrate and 
communicate results

UN Sustainable Development Goal Analysis
Providing more inclusive financial services makes indirect contributions to SDGs 2, 3, 4, 5 and 10, and makes direct contributions to SDGs 1, 
8 and 9. Specifically, the following targets are addressed:

Outcome 3 Increased financial services and products that meets the needs of the underserved.

	» 1.4: By 2030, ensure that all men and women, in particular the poor and the vulnerable, have equal rights to economic 
resources, as well as access to basic services, ownership and control over land and other forms of property, inheritance, natural 
resources, appropriate new technology and financial services, including microfinance.

	» 8.3: Promote development-oriented policies that support productive activities, decent job creation, entrepreneurship, creativity 
and innovation, and encourage the formalization and growth of micro-, small- and medium-sized enterprises, including through 
access to financial services.

	» 8.10: Strengthen the capacity of domestic financial institutions to encourage and expand access to banking, insurance and 
financial services for all.

	» 9.3: Increase the access of small-scale industrial and other enterprises, in particular in developing countries, to financial 
services, including affordable credit, and their integration into value chains and markets.
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Issue Sonen's Position

General

	» Target the expansion of financial services to women, who are disproportionately excluded from modern financial services

	» Support lenders with a focus on financing the low-carbon economy 

	» Invest only in providers who exhibit best practices, including transparency on use of proceeds, policies that manage 
environmental externalities and avoid excessive debt among customers

	» Support initiatives that provide financial literacy training and education  

Micro-finance / 
Micro-credit

	» Support scaling of existing microfinance and microcredit institutions that exhibit industry best practices and who target the 
underserved

	» Focus on providing peripheral services such as financial literacy, education or technical assistance alongside capital and 
avoid over-indebtedness or loans used only for consumption

Small Business 
Lending

	» Focus on supporting MSMEs to expand employment creation and economic growth

	» Seek investments that expand access and affordability of loans to MSMEs, particularly to the underserved  such as women-
owned enterprises

Loan Consolidation 
and 
Refinance

	» Help consumers regain financial stability and credit histories  through affordable debt service and consolidation 

	» Ensure lending packages adhere to industry best practices to avoid increasing debt

Community 
Finance

	» Focus on alternative financial sources, such as peer-to-peer lending, to tap into new sources of capital and expand access 
and affordability  

	» Support services that couple financial support with financial literacy and training. 

CDFIs and Smaller 
Banks

	» Support CDFIs with a better understanding of local community needs and the needs of lower-income populations

	» Support smaller, regional banks that provide financial services to local communities

Digital Finance

	» Invest in digital technologies to expand financial services and overcome barriers that have prevented such services from 
reaching billions of poor and low-income customers

	» Invest in a combination of digital technologies and data-based businesses that can meaningfully accelerate the closing of 
the global financial inclusion gap

Insurance
	» Support insurance as an essential tool to manage  household financial risk 

	» Support financial products that help buffer the poor from risks of sickness or catastrophic events.

Other Financial 
Instruments

	» Consider reverse mortgages so long as they do not saddle participants with excessive debt or take advantage of the 
vulnerable or uninformed 

	» Support innovations that expand access, including remittances, government transfers, direct deposits or mobile-based 
savings accounts

Exlusions

	» Payday lending

	» Banks that lend primarily to activities with explicit environmental or social harm, e.g. fossil fuels, extraction and mining 

	» Predatory lending or usurious practices

	» Lenders that discriminate 

Below are Sonen's abbreviated Financial Services impact investing guidelines .

5



SONEN CAPITAL :: INVESTING IN FINANCIAL INCLUSION :: FEBRUARY 2021 

SOURCES
1.	 Ayyagari; Ayyagari, M., Demirgüç-Kunt, A. and Maksimovic, V. (2011), Small vs. Young Firms Across The World – Contribution to Employment, Job Creation, and Growth, Policy Research 

Working Paper 5631 (The World Bank Development Research Group).
2.	 World Bank: https://www.worldbank.org/en/topic/smefinance
3.	 Athena: The Missing Middle of SME Finance;2015; p.17
4.	 McKinsey Global Institute; Digital Finance for All; 2016; p.6
5.	 United Nations; Igniting SDG Progress through Digital Financial Inclusion, p.5
6.	 United Nations; p.6
7.	 United Nations; p.7
8.	 CDFI Fund; https://www.cdfifund.gov/Documents/Snap%20Stat%20June%201,%202016.pdf
9.	 The World Bank: https://www.worldbank.org/en/news/press-release/2020/10/07/covid-19-to-add-as-many-as-150-million-extreme-poor-by-2021
10.	 The World Bank: https://www.worldbank.org/en/topic/smefinance
11.	 We-Fi: https://we-fi.org/research-and-data-on-the-impact-of-the-coronavirus-on-women-led-smes/
12.	 "The Global Findex Database 2017," World Bank Group.
13.	 SME Finance Forum; https://www.smefinanceforum.org/data-sites/msme-finance-gap
14.	 World Bank; https://www.worldbank.org/en/topic/smefinance
15.	 McKinsey Global Institute; Digital Finance for All; 2016; p.4
16.	 CapGemini; https://www.capgemini.com/gb-en/news/digital-payments-volumes-continue-to-rise-globally-as-new-payments-ecosystem-emerges/
17.	 Forbes; https://www.forbes.com/sites/worldeconomicforum/2018/04/21/global-findex-findings/#79b2c0c51fa0
18.	 "Denaru Action Plan." Alliance for Financial Inclusion, July 2019. 
19.	 MSME Finance Gap, IFC; https://webcache.googleusercontent.com/search?q=cache:fhkc6eI544IJ:https://www.ifc.org/wps/wcm/connect/industry_ext_content/ifc_external_corporate_

site/financial%2Binstitutions/priorities/banking-on-women%2Boverview+&cd=1&hl=en&ct=clnk&gl=us&client=safari
20.	 Global Findex Database 2017; p. xi
21.	 American Bankers Association; https://www.aba.com/Advocacy/Documents/2016_BankDiversity.pdf
22.	 Ibid.
23.	 https://www.ozy.com/acumen/one-out-of-every-4-americans-is-underbanked/87796
24.	 Digital Remittances: Enhancing Financial Health for Families Around the World; p.3; https://publicpolicy.paypal-corp.com/sites/default/files/policy/PayPal-Policy-Paper_Digital-

Remittances.pdf
25.	 Ibid.
26.	 United Nations Environment Program; The Financial System We Need; p. xi
27.	 United Nations Environment Program; The Financial System We Need; p. 1
28.	 UNEP; Imagining a Sustainable Financial System
29.	 IFC; Banking on Sustainability’; p.11
30.	 IMF; https://www.imf.org/external/pubs/ft/fandd/2012/03/revenga.htm
31.	 World Bank; https://www.worldbank.org/en/results/2013/04/01/banking-on-women-extending-womens-access-to-financial-service

IMPORTANT DISCLOSURES
THIS PRESENTATION CONTAINS GENERAL INFORMATION RELATING TO THE INVESTMENT ADVISORY AND MANAGEMENT SERVICES OF SONEN CAPITAL LLC (“SONEN”), AN INVESTMENT ADVISER 
REGISTERED WITH THE U.S. SECURITIES AND EXCHANGE COMMISSION (“SEC”) HAVING ITS PRINCIPAL PLACE OF BUSINESS IN THE STATE OF CALIFORNIA.   THE SERVICES AND STRATEGIES 
DESCRIBED IN THIS PRESENTATION MAY NOT BE SUITABLE FOR ALL INVESTORS. 

THE INFORMATION PRESENTED HEREIN IS SUBJECT TO CHANGE WITHOUT NOTICE, AND SHOULD NOT BE RELIED UPON OR CONSIDERED AS A SOLICITATION TO BUY OR SELL ANY SECURITY. 
SONEN AND ITS REPRESENTATIVES ARE IN COMPLIANCE WITH CURRENT REGISTRATION REQUIREMENTS INCUMBENT UPON REGISTERED INVESTMENT ADVISERS IN STATES WHERE SONEN 
MAINTAINS EMPLOYEES AND CLIENTS.  ANY DIRECT COMMUNICATION SUBSEQUENT TO THE DISSEMINATION OF THIS PRESENTATION WITH A PROSPECTIVE CLIENT SHALL BE CONDUCTED 
BY AN AUTHORIZED SONEN REPRESENTATIVE WHO IS EITHER REGISTERED OR WHO QUALIFIES FOR AN EXEMPTION OR EXCLUSION FROM REGISTRATION IN THE STATE IN WHICH THE 
PROSPECTIVE CLIENT RESIDES.  FOR INFORMATION RELATING TO THE REGISTRATION STATUS OF SONEN, PLEASE CONTACT US AT SERVICE@SONENCAPITAL.COM OR REFER TO THE INVESTMENT 
ADVISER PUBLIC DISCLOSURE WEBSITE AT WWW.ADVISERINFO.SEC.GOV.

NEITHER THE SEC NOR ANY OTHER STATE SECURITIES AGENCY OR OTHER REGULATORY BODY HAS PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PRESENTATION OR ANY OTHER 
INFORMATION THAT MAY BE FURNISHED TO A PROSPECTIVE INVESTOR. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

THIS OVERVIEW DOES NOT CONSTITUTE AN OFFER TO SELL OR A SOLICITATION OF AN OFFER TO BUY ANY SECURITY, EQUITY, DEBT, OR OTHER INVESTMENT. THE INFORMATION SET FORTH 
HEREIN DOES NOT PURPORT TO BE COMPLETE OR UP TO DATE.  ALL INFORMATION INCLUDED HEREIN IS PRELIMINARY AND SUBJECT TO CHANGE, WITHOUT PRIOR NOTICE.  SONEN HAS 
ASSUMED NO DUTY TO THE RECIPIENT HEREOF, INCLUDING NO DUTY TO UPDATE THE INFORMATION. INFORMATION PRESENTED IS CONFIDENTIAL AND FOR DISCUSSION PURPOSES ONLY AND 
IS MADE AVAILABLE SUBJECT TO RECIPIENT’S AGREEMENT TO MAINTAIN THE SAME ON A CONFIDENTIAL BASIS.  CERTAIN INFORMATION CONTAINED HEREIN IS PROJECTED AND BASED ON 
ASSUMPTIONS AND ESTIMATES AS TO FUTURE EVENTS THAT MAY OR MAY NOT OCCUR.  ALL INVESTMENTS CARRY A RISK OF LOSS, INCLUDING LOSS OF PRINCIPAL.  
 
THE CONTENTS OF THIS PRESENTATION ARE NOT INTENDED TO SERVE AS LEGAL, TAX, OR INVESTMENT ADVICE. RECIPIENTS OF THIS PRESENTATION SHOULD CONSULT THEIR OWN COUNSEL, 
ACCOUNTANT OR FINANCIAL ADVISER AS TO LEGAL, TAX, AND RELATED MATTERS CONCERNING ANY INVESTMENT.
 
CERTAIN INFORMATION CONTAINED IN THIS OVERVIEW (INCLUDING CERTAIN FORWARD-LOOKING STATEMENTS AND PROJECTIONS) HAS BEEN OBTAINED FROM PUBLISHED SOURCES AND/
OR PREPARED BY PARTIES NOT AFFILIATED WITH SONEN. IN CERTAIN CASES, THIS INFORMATION HAS NOT BEEN UPDATED THROUGH THE DATE HEREOF. WHILE SUCH SOURCES ARE BELIEVED 
TO BE RELIABLE, SONEN DOES NOT ASSUME ANY RESPONSIBILITY FOR THE ACCURACY OR COMPLETENESS OF SUCH INFORMATION.
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