
SORT IT OUT
RECYCLING FUND

2019 Kellogg Morgan Stanley Sustainable Investing Challenge

Create a sustainable & socially responsible recycling industry 

through supply chain finance
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Supply of waste paper in China is drying up 
due to the 2018 Waste Ban

Total Demand in 2017
73 Million Tons

Domestic Supply

�2960

Imported Supply 
31%

�1240

Price of China Waste Paper 
(RMB per Ton)

2017                   2018

138% 

69%
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China has a reliable 
supply of waste paper
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Only 48% of waste 
paper is recycled
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The challenge is the cash flow problem 
in the supply chain
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~60 days
Delay in Payment
due to “quality check”

Bottleneck: Sorting centers with strained cash flow

Source of 
Waste Paper

Sorting 
Centers

Recycling 
Centers

Unsorted 
Waste Paper

Landfill

48%

Recycling 
Peddlers

52%

Sorted 
Waste Paper

Paper Mills



Solution: Sort It Out Recycling Fund
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Class A:
Limited Partners

Class B:
Market-rate Lenders

Class C:
Concessional Lenders

Paper Mills

Sorting Centers

pay fund back
60 days later

Pay sorting 
centers upon 

delivery

Recyclables
Delivery

1

2

3

Class D:
Government and

Philanthropies Grants



Key assumptions and financial return analysis
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Cash Flow Profile
Fund size

RMB 200M / USD 30 M 

Working Capital loan 
interest 12% p.a. 

6% Default Rate at Year 
1 

LP(40%), DFIs(40%), 
Market-rate lenders (20%) 

Low Interest Loan from 
DFIs 4.5% p.a.

Limited Partners 
Net IRR 8.7%

DFIs
Net IRR 4.5%

Market-rate lenders
Net IRR 6 %
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Partners

Strategy

Stage 3

India, Indonesia and 

Vietnam 

Stage 4

Apply to other 
recyclables

Plastics, electronics, metals

Stage 2

Apply the method to 

more sorting centers

Serve 500 sorting 
centers 

20XX

Serve 74 selected 

sorting centers 

Solve the 
bottleneck

Stage 1

Scalability

99

Expand to 
emerging markets



Measuring our impact

Recycling rate ++

Increase 1 million 
tons recycled paper 
annually

Save More Trees

17 M trees
2 M barrels of oil
7 B gallons of water
1.9 B tons of CO2

Employment & 
Capacity building

Stable wages & job 
creation for 74 
sorting centers 
annually

SMEs 
Creditworthiness

Build the credit 
history of SMEs in 
the recycling 
industry 

Social Environmental

1010



Identified risks have been mitigated
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Default of
Sorting Centers

02
● Cap the max amount of loans to 70% of borrower’s inventories

● Obtain equipment and property as collateral should default occur
● Partner with credit rating agencies (with SMEs data)

Regulatory 
Change 01 ● Engage in political process and policy advocacy

● Expand to other waste streams in 5 years

03 ● Outsource the first-round of document checks to third-party auditors
● Partner with digital platforms such as Alipay

High Operational
Cost
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Kylee Chang Clive Ye

CEO

Sonya Shen Aaron Feng

Team

Sonya Shen
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Providing value to all shareholders
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Sorting Centers

Paper Mills
Community 
& Informal Economy

Investors
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Advisors
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Finance 

Daniel Gross, Clean Energy Investor & Adjunct Professor in Project Finance
Jason Mitchell, Man Group 
Logan Yonavjak, Morgan Stanley Institute for Sustainable Investing
Celia Chen, Citi Bank 
Annie Zhou, US-China Green Fund
Jiashu Wu, US-China Green Fund
Guillaume Bonnel, Lombard Odier
Cary Krosinsky, Sustainable Finance Institute
Bradford Gentry, Professor in the Practice
Kelly Shue, Professor of Finance

Impact Reporting 

Reid Lifset, Research Scientist in Industry Ecology & Waste Management
Marian Chertow, Associate Professor of Industrial Environmental Management
Oshadee Siyaguna, Regnan Governance Research & Engagement
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Thank you



Appendix



Appendix I: Fund Profile
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Fund Size RMB 200M (USD  30M)

Geography China

Investment Criteria Small to medium waste paper sorting centers (daily sorting capacity of 200 tons and above) with working capital 

problems

Target Investors 1) Government and Foundation Grants, 2) Concessional Lenders such as Asian Development Bank who have RMB 

exposure, 3) Market-rate Lenders, 4) Limited Partners investors

Target Returns 1) Concessional Lenders: 4.5% annualized IRR; 2) Market-rate Lenders: 6% annualized net IRR; 

3) Limited Partners: 8.7% annualized net IRR (higher than ~5% yield to maturity of green bonds in China)

Fees 2% management fee, 20% carry if return over 10%

Asset Class Working capital loans

Time Horizon 5 years (callable for market-rate lenders if and when the fund receives commitments from replacement capital)
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Appendix II: Cash Flow Analysis



● In 2004, China surpassed the US as 

the world's largest waste generator

● Paper and packaging waste 

represent a large fraction of 

increasing waste volume

● By 2030 China’s solid waste will 

increase by 150% to over 480 

million tons in 2030, 

○ 10% will be readily identifiable 

and retrievable paper products
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Appendix III: Waste Ban Background 1
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Appendix III: Waste Ban Background 2
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Appendix IV: Fund Flow 


