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“S

upporting development is not charity, but is instead one of the
smartest investments we can make in our own future1” said the
President of the United States, Barack Obama, in a 2015 address
before the UN General Assembly on the Sustainable Development Goals.
Over the last ten years however, developments in responsible investing
have been based on the assumption that investors could be considered
responsible provided that they did not finance companies and projects with
bad environmental, social and governance behaviours. The objective was to
raise investors’ awareness and to limit morally reprehensible practices.
Although this approach was commendable, it did not question the impact of
the financial system as a whole.
Today, responsible investing has to go beyond awareness. It must also
consider the role the financial system should play in financing our
economies and understand the impact of finance on citizens’ everyday lives.
At Mirova, we believe that finance should be considered as a tool: a
powerful tool, whose impact is not, and should not be neutral but positive
for society. Firstly, finance is not neutral because the way markets invest
global capitals impacts the capability to implement investment projects,
their cost and their yield. It has therefore a very concrete impact on the
course of our lives. Secondly, finance should not be neutral if it is to fulfil its
role of serving the needs of our economy.
The legitimacy of the SDGs should pave the road for investors who are
ready to commit to sustainable impact investing. Finance could thus be a
powerful lever to invest in sustainability. We need to rethink how capital is
allocated in order to support employment, poverty eradication,
environmental, social and technological innovations, to build new, more
sustainable infrastructures and to finance the energy transition. The Mirova
asset management company was created on the basis of this assumption,
with an ambition to finance sustainable impact projects and companies and
to promote sustainable value creation.
Change has already started but the challenge is immense.
Financing the SDGs requires not only money but also new types of research
and investment tools which are fully dedicated to sustainability. According
1

Remarks given by President of the United States Barack Obama on Sustainable Development Goals, General Assembly Hall
United Nations, New York, 21 September 2015

www.mirova.com

Responsible Investment Research
Position paper

to a 2016 survey by Share Action, the lack of data demonstrating how the
SDGs are relevant to institutional investors remains a barrier for 66% of
them, and the wide-ranging nature of the Goals is seen as an obstacle for
55%.
Research and tools are prerequisites but may not prove sufficient. However
innovative the financial tools we develop, however sophisticated our sets of
indicators: they will not be used on a sizeable and sufficient scale if we do
not collectively work to implement a change of paradigm.
As Bank of England Governor Mark Carney noted, “while they are important
catalysts, private niches, like social impact investing, or public sources, like
Multilateral Development Banks won’t be sufficient. (…) Achieving the SDGs
will require mainstream finance. We need to build a new system – one that
delivers sustainable investment flows, based on both resilient marketbased, and robust bank-based, finance. We need finance for the long term 2”.

Today, responsible
investing has to go
beyond awareness. It
must also consider the
role the financial
system should play in
financing our
economies and
understand the impact
of finance on citizens’
everyday lives.

This means promoting a sustainable financial system that reconnects with
an investment culture that supports not only the ‘real economy’ but also the
shift towards a sustainable society.
Organisations such as UNEP but also researchers and universities have
started to work on ‘the financial system we need’ and on innovative
concepts such as ‘shared value’1, which will progressively help us
understand how we can integrate environmental and social needs and
externalities back into our economic rationale. We also need a strong and
clear definition for responsible investing. Such a definition should privilege
impact, rather than only integrating ESG3 factors. It should be implemented
via reformed global sustainable impact financial centres with dedicated
asset classes and expertise. Paris could be one of them.
In line with this change of paradigm, we also need to take concrete steps to
move this shift forward and start financing the SDGs. Mirova has identified
three levers allowing investors and regulators to facilitate this
development:
−

Firstly, we need a precise understanding of what concrete investments are
needed to support each SDG and to identify investment opportunities;

−

Secondly, we have to take action, structuring tailored quality financial
products that aim for high social and environmental impact;

−

Last but not least, sustainable long-term investing should not remain an
exception: scaling up and making investments aiming at creating
sustainable value mainstream means we need to better align the interests of
issuers and investors.

Remarks given by Mark Carney, Governor of the Bank of England, Chair of the Financial Stability Board, United Nations
General Assembly, High-Level Thematic Debate on Achieving the Sustainable Development Goals, New York, 21 April 2016
3 Harvard Business Review, Michael E. Porter and Mark R. Kramer, Creating Shared Value, January-February 2011
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UNDERSTANDING the needs & identifying opportunities for SDGs
investing
Our observations
Investing in sustainability has proven particularly complex. Surveys demonstrate that insufficient
transparency on ESG issues are major barriers to focusing on Sustainable Development Goals for investors
and that one of their main reasons for reluctance is the barely quantifiable nature of environmental and
social benefits management.
Despite increasing regulations on ESG disclosure for investee companies and projects, most indicators
remain focused on risks and processes and do not provide information on the level of opportunity for
sustainable investment: does a service, a product, or a project have a positive impact on the SDGs?
Sustainability opportunities remain hidden to the financial sector.
Also, financial models have become commonly used management tools (quantitative management,
benchmarked management); many investors are still reluctant to change their methods to achieve impacts
that are not always entirely quantifiable.

What can investors do?
For Mirova, offering committed investment management begins with dedicated research, based on the
following principles:


Understanding and analysing the needs for environmental and social impact investments
through a thorough review of sustainability issues.

Mirova’s experts analyse the stakes associated with 8 sustainability issues related to the SDGs: combating
climate change, pollution control, resource preservation, biodiversity protection, fundamental freedoms,
right to health, right to development and responsible governance, so as to understand which type of
investment would positively contribute to improving them;


Identifying investment opportunities with high levels of sustainability impact:

Mirova’s research team then works to identify sustainable investment opportunities through fundamental
analysis (no benchmarked management) within all sectors;


Analysing financial and ESG risks:

investments in a sustainable opportunity are selected and final decisions are made on the basis of a risk
analysis that incorporates financial and ESG aspects, to ensure their long-term viability.
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How can policy decision makers and stakeholders facilitate understanding and
identification of sustainable investment opportunities?
Different paths would help investors to better identify needs and opportunities to support the SDGs:


Promoting regulation and initiatives encouraging environmental and social
disclosure for companies and projects with investment needs.

For Mirova, three levels of information are important:
−

The company’s activities and business model, to be presented through a life-cycle approach,

−

The environmental and social impact of products and services, in line with the SDGs,

−

The environmental and social impact of production processes.


Providing the financial community with more analysis of the investment required to
implement the SDGs:

Regional, national and local public authorities may disclose data and information regarding geographical
investment needs for SDGs at the local level. Extra-financial rating agencies could also contribute to link
issuers’ information and investment needs in reforming their analysis methodologies.


Enlarging investor’s scope of investment opportunities to support impact investing

Although some sectors, like renewable energies, have now reached a certain level of maturity, there might
not be an abundance of investment opportunities for all SDGs. Supporting the development of projects
combining financial, environmental and social return on investment and facilitating access to financial
markets for small companies with innovative sustainable impact projects would help to increase the total
investments.

In detail: the GRESB infrastructure assessment framework
Assessing the sustainability performance of infrastructures projects is a challenge. In September 2015,
a group of institutional investors (AIMCo, AMP Capital, APG, ATP, Aviva Investors, CalPERS, Mirova,
Ontario Teachers' Pension Plan, PensionDanmark and PGGM) announced their association with
GRESB to develop a global sustainability standard for infrastructures. Within this framework, the
objective was to attract more capitals to finance sustainable infrastructures and to improve the
environmental and social performance of existing infrastructure funds. GRESB Infrastructure has two
components: fund assessment and asset assessment. It provides systematic assessment, objective
scoring, and peer benchmarking of the environmental, social, and governance (ESG) performance of
infrastructure companies and funds. This standard aims at enabling institutional investors to request
standardised ESG reporting from investments and provides tools to analyse critical aspects of
management, policy, implementation and performance.
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TAKING ACTION - Developing tailored financial products in order to
generate social and environmental added value
Our observations
Many investors now have made a commitment to responsible investment. The signatories of the
Principles for Responsible Investing (PRI) represent no less than 59 trillion US dollars, roughly 20% of the
total volume of the world’s capital market (in August 2015). Yet the principle ‘incorporate ESG issues into
investment analysis and decision making processes’ still falls short of the SDG target and has not
mobilised sufficient momentum.
The majority of investors committing to the PRIs are acting in good faith, but are encountering difficulties
in making the step from intentions to practical applications. We identify two reasons for this:
−

The difficulty of combining long-term objectives with the typically short-term management
styles that are characteristic of the way financial markets function today;

−

The lack of appropriate investment products: most so-called responsible products today focus
only on the ESG quality of company processes: although commendable, these types of
methodologies are not sufficient to support the implementation of the SDGs.

While the financial performance of funds is readily accessible, their social and environmental impacts
remain largely opaque, not only to the public, but to the investment industry itself. Investors have a far
more detailed understanding of their returns than of their own ‘non-financial’ performance. As a result,
they have very little to say to beneficiaries about the wider impacts their investments have on society. It
would not be an exaggeration to say that in the main, investors do not actually know whether the capital
flows they are responsible for benefit or harm society.

What can investors do?
The financial sector has proven capable of developing sophisticated investment products in a wide range
of circumstances. With a view to investing to support the SDGs, however, the complex issue is, rather, to
develop appropriate tools and products to support long-term sustainable investing. Within Mirova’s
business model, we strive to develop the following approach:


Defining demanding methodologies so as to foster a high-level of environmental and
social performance

Existing market standards are not always satisfactory in terms of supporting long-term sustainable
investment that would be in line with the SDGs. Mirova has developed its own methodologies for all asset
classes so as to improve the sustainable impact quality of its investments, and to contribute to developing
market standards accordingly. In particular, it has developed a carbon assessment methodology in
collaboration with Carbon 4 that enables investors to assess induced emissions and avoided emissions, so
as to understand the contribution a given asset makes to combating climate change.


Developing dedicated thematic impact investment products for all asset classes

Mirova has developed dedicated thematic funds aimed at delivering sustainable impact, for example a
fund dedicated to investing in companies generating employment. Within Fixed Income, Mirova has
developed a strong expertise in green bonds. More than a third of the assets managed by the
infrastructures branch is dedicated to investments in renewable energies.
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Implementing engagement strategies to constantly improve ESG and financial added
value

Investing into promising assets may not prove sufficient to ensure the delivery of sustainable impact.
Thanks to its engagement strategy and voting policy, Mirova establishes continuous dialogue with
investors and thus continuously analyses and contributes to improve their ESG performance.

In detail: THE IMPACT FRAMEWORK
The impact framework has been developed as a cooperation between the Investors Leaders Group
and the University of Cambridge Institute for Sustainability Leadership (CISL). The United Nations
SDGs are its starting point and reference. Through a considered process, the goals have been
converted into a set of six impact metrics for investors – metrics that do not measure intent or
process in the asset base, but impacts, both positive and negative, on the critical challenges faced by
our generation – poverty, health and wellbeing, job creation, use of resources, protecting
ecosystems and stabilising the climate. The framework helps to take a fundamentally different
approach to portfolios. Investors may discover some surprising results, and be inspired to tell more
compelling stories to their beneficiaries about the value of their work. They may also discover areas
where their work is slowing down progress and face difficult decisions about how and where to
realign financial, environmental and social interests. The long-term aim of this work is to enable a
revolution in ‘consumer choice’ in financial services, where the social and environmental impact of
money is transparent to investment beneficiaries in the same way that it is apparent to food and
energy consumers today.

How can policy decision-makers facilitate investors’ developing sustainable impact
investment products?
Developing investment products is necessary, but it is not sufficient: alleviating the remaining barriers to
impact investing is a prerequisite for ensuring that there actually is demand for long-term and sustainable
investment products:


Defining fiduciary duty

so as to support long-term sustainable investment and enable investors to take long term risks into
account;


Encouraging investors to disclose the sustainability performance of investments

would be a first step to enabling clients and public decision makers to distinguish the type of impact their
product will or will not have. Inspirational regulations like the innovative French energy transition law
could be adopted in other countries.


Supporting the creation of dedicated high-quality standards and labels,

so as to enable investors to identify impact investment products: one example is the French TEEC label
dedicated to financing the energy transition; quality standards will also be important for the green bonds.
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SCALING UP sustainable investing, enhancing alignment of interests
Our observations
In order to make responsible investing a mainstream practice, there could be a temptation to enlarge the
scope of assets that may be considered as sustainable by watering down the standards of products aiming
at improved sustainability performance. This is an ongoing debate for the Green Bonds Market for
example.
For Mirova, sustainable impact standards should not be lowered to expand the market: the issue is rather
to realign interests. The sustainable impact investment market needs to become much larger if it is to
support the SDGs. This, in turn, means that investors and issuers need to share a common interest in
delivering sustainable / extra-financial performance.
Issuing bonds or shares that demonstrate a specific environmental or social added value (such as green
bonds) may generate additional costs for issuers: providing opportunities for sustainable investing will
prove scalable only if it provides issuers with better access and / or cheaper access to capital flows, thus
increasing the number of projects than can benefit from investments. On the other hand, investors should
also find an interest to allocate their capitals to sustainable projects rather than to other projects.
Many investors may wish to support the SDGs implementation but they need to combine sustainability
performance with a financial incentive in order to be able to scale up their approach and ensure their
responsible investment commitment is economically viable.

What can investors do?
The financial sector will contribute to mainstream sustainable impact investing by promoting high-quality
approaches and developing their products in international distribution networks. However, making
sustainable impact investment mainstream will necessarily remain a limited enterprise as long as
investors and issuers’ interests are not aligned.


Developing dedicated thematic impact investment products for all asset classes

Mirova has developed dedicated thematic funds aimed at delivering sustainable impact, for example a
fund dedicated to investing in companies generating employment. Within fixed income, Mirova has
developed a strong expertise in green bonds. Half of the infrastructures branch is dedicated to
investments in renewable energy.
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How can policy decision-makers and stakeholders support scaling up sustainable
impact investment?


Public investment could be used as a lever and as a security to foster private investment, in
the framework of renovated public-private partnerships

Limited public funds supporting part of the investment risks would help develop sustainable development
partnerships.


Realigning the interests of investors and issuers to incentivize emission of and investment
into high-quality sustainability products would help to make impact investing a mainstream
practice:

−

This could be done through adapting prudential regulations that impact the cost of capital, like
Basel III and Solvency II which should better balance financial systemic risks and long-term
extra-financial risks;

−

Adapted subsidies or fiscal incentives could be applied to the projects on the one hand and to
investment vehicle on the other hand;

−

This type of support should be applied in priority to high-level impact investment products, like
the above mentioned labels and high-quality standards, using investment to encourage the
creation of more projects and companies that support the implementation of the Sustainable
Development Goals.

In detail: LAND DEGRADATION NEUTRALITY (LDN) FUND PROJECT
Achieving LDN is one of the SDGs targets for 2030 (target 15.3). Every year, an area about half the size
of the UK is degraded to sustain our global economy. This comes at a huge environmental, social and
financial cost. The LDN Fund intends to reward land management practices that help avoid the
degradation of productive land. Its goal is to promote switching to sustainable land uses and restoring
already degraded land. The operational arm of the United Nations Convention to Combat
Desertification (UNCCD), the Global Mechanism, and Mirova have jointly signed an agreement to
structure the first global fund dedicated to achieving Land Degradation Neutrality - the LDN Fund. EIB
and French Caisse des Depôts are supporting the initiative. The fund should provide a coordination
platform for blended finance and is expected to be set up as a Public-Private Partnership among
institutional investors, impact investors, development finance institutions and donors committed to
supporting LDN. It should be structured as a privately-managed layered fund intending to generate
returns for investors in line with their respective risk/ return profiles. The Global Mechanism and
Mirova are joining forces to make the project a reality, and to create the conditions that are crucial if
this investment vehicle to work. A joint project team has started structuring the fund across six
interconnected working groups, including the identification of bankable projects across different
sectors and countries.
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DISCLAIMER
This information purpose only document is a non-contractual document intended only for professional/not-professional clients in accordance with
MIFID. Investments in the strategy are mainly subject to capital loss risk. The figures provided relate to previous years and Past performance is no
indicator of future performance.
This presentation (the “Presentation”) is being circulated as an information-only document and does not constitute an offer, a proposal, or a solicitation
to investors to invest in the funds described in this document and managed by Mirova nor does it form the basis of, or constitute, any contract. These
products and services do not take into account any particular investment objectives, financial situation nor specific need. Mirova will not be held liable
for any financial loss or decision taken or not taken on the basis of the information disclosed in this document, nor for any use that a third party might
make of this information. This Presentation in no way constitutes an advice service, in particular an investment advice. In any case, you are responsible
for reading regulatory documents of the fund and collecting any legal, accounting, financial, or tax consultancy service you may consider necessary, in
order to assess the adequacy of your constraints to investment and its merits and risks.
This document is a non-contractual document and serves for information purpose only. This document is strictly confidential and it may not be used for
any purpose other than that for which it was conceived and may not be copied, distributed or communicated to third parties, in part or in whole, without
the prior written consent of Mirova. This Presentation may not be used in some juridictions where such offers or promotions have not been authorized
by the competent authorities. Each investor must ensure he complies with these requirements and prohibitions.
No information contained in this document may be interpreted as being contractual in any way. Information contained in this Presentation is based on
present circumstances, intentions and beliefs and may require subsequent modifications. No responsibility or liability is accepted by Mirova towards any
person for errors, misstatements or omissions in this Presentation or, concerning any other such information or materials, for the adequacy, accuracy,
completeness or reasonableness of such information. While the information contained in this Presentation is believed to be accurate, Mirova expressly
disclaims any and all liability for any representations, expressed or implied, with respect to this Presentation or any other written or oral communication
to any interested party in the course of the preparation of information concerning the Fund. Prices, margins and fees are deemed to be indicative only
and are subject to changes at any time depending on, inter alia, market conditions. Mirova reserves the right to modify any information contained in this
document at any time without notice. More generally, Mirova, its parents, its subsidiaries, its reference shareholders, the funds MIROVA manages and its
directors, its officers and partners, its employees, its representative, its agents or its relevant boards will not be held liable on the basis of the
information disclosed in this document, nor for any use that a third party might make of this information. This document consists of a presentation
created and prepared by Mirova based on sources it considers to be reliable. However, Mirova does not guarantee the accuracy, adequacy or
completeness of information obtained from external sources included in this document.
Under Mirova’s social responsibility policy, and in accordance with the treaties signed by the French government, the funds directly managed by Mirova
do
not
invest
in
any
company
that
manufactures
sells
or
stocks
anti-personnel
mines
and
cluster
bombs.
Additional notes:
Outside the United States, this communication is for information only and is intended for investment service providers or other Professional Clients. This
material may not be distributed, published, or reproduced, in whole or in part. Although Natixis Global Asset Management believes the information
provided in this material to be reliable, including that from third party sources, it does not guarantee the accuracy, adequacy or completeness of such
information.
In the EU (ex UK): This material is provided by NGAM S.A. or one of its branch offices listed below. NGAM S.A. is a Luxembourg management company
that is authorized by the Commission de Surveillance du Secteur Financier and is incorporated under Luxembourg laws and registered under n. B
115843. Registered office of NGAM S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. France: NGAM Distribution (n.509 471
173 RCS Paris). Registered office: 21 quai d'Austerlitz, 75013 Paris. Italy: NGAM S.A., Succursale Italiana (Bank of Italy Register of Italian Asset
Management Companies no 23458.3). Registered office: Via Larga, 2 - 20122, Milan, Italy. Germany: NGAM S.A., Zweigniederlassung Deutschland
(Registration number: HRB 88541). Registered office: Im Trutz Frankfurt 55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands:
NGAM, Nederlands filiaal (Registration number 50774670). Registered office: World Trade Center Amsterdam, Strawinskylaan 1259, D-Tower, Floor 12,
1077 XX Amsterdam, the Netherlands. Sweden: NGAM, Nordics Filial (Registration number 516405-9601 - Swedish Companies Registration Office).
Registered office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: NGAM, Sucursal en España. Registered office: Torre Colon II - Plaza Colon, 2 28046 Madrid, Spain.
In Switzerland: Provided by NGAM, Switzerland Sàrl, Rue du Vieux Collège 10, 1204 Geneva, Switzerland or its representative office in Zurich,
Schweizergasse 6, 8001 Zürich.
In the UK: Approved for use by NGAM UK Limited, authorized and regulated by the Financial Conduct Authority (register no. 190258). Registered Office:
NGAM UK Limited, One Carter Lane, London, EC4V 5ER.
In the DIFC: Distributed in and from the DIFC financial district to Professional Clients only by NGAM Middle East, a branch of NGAM UK Limited, which is
regulated by the DFSA. Related financial products or services are only available to persons who have sufficient financial experience and understanding to
participate in financial markets within the DIFC, and qualify as Professional Clients as defined by the DFSA. Registered office: Office 603 - Level 6,
Currency House Tower 2, PO Box 118257, DIFC, Dubai, United Arab Emirates.
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In Singapore: Provided by NGAM Singapore (name registration no. 53102724D), a division of Natixis Asset Management Asia Limited (company
registration no. 199801044D). Registered address of NGAM Singapore: 10 Collyer Quay, #14-07/08 Ocean Financial Centre, Singapore 049315.
In Taiwan: This material is provided by NGAM Securities Investment Consulting Co., Ltd., a Securities Investment Consulting Enterprise regulated by the
Financial Supervisory Commission of the R.O.C. Registered address: 16F-1, No. 76, Section 2, Tun Hwa South Road, Taipei, Taiwan, Da-An District, 106
(Ruentex Financial Building I), R.O.C., license number 2012 FSC SICE No. 039, Tel. +886 2 2784 5777.
In Japan: Provided by Natixis Asset Management Japan Co., Registration No.: Director-General of the Kanto Local Financial Bureau (kinsho) No. 425.
Content of Business: The Company conducts discretionary asset management business and investment advisory and agency business as a Financial
Instruments Business Operator. Registered address: 2-2-3 Uchisaiwaicho, Chiyoda-ku, Tokyo.
In Hong Kong: This document is issued by NGAM Hong Kong Limited and is provided solely for general information only and does not constitute a
solicitation to buy or an offer to sell any financial products or
In Australia: This document is issued by NGAM Australia Pty Limited (NGAM Aust) (ABN 60 088 786 289) (AFSL No. 246830) and is intended for the
general information of financial advisers and wholesale clients only.
In New Zealand: This document is intended for the general information of New Zealand wholesale investors only and does not constitute financial
advice. This is not a regulated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only available to New Zealand investors
who have certified that they meet the requirements in the FMCA for wholesale investors. NGAM Australia Pty Limited is not a registered financial service
provider in New Zealand.
In Latin America: This material is provided by NGAM S.A.
In Mexico: This material is provided by NGAM Mexico, S. de R.L. de C.V., which is not a regulated financial entity with the Comisión Nacional Bancaria y
de Valores or any other Mexican authority. This material should not be considered an offer of securities or investment advice or any regulated financial
activity. Any products, services or investments referred to herein are rendered exclusively outside of Mexico.
In Uruguay: This material is provided by NGAM Uruguay S.A., a duly registered investment advisor, authorised and supervised by the Central Bank of
Uruguay. Registered office: WTC – Luis Alberto de Herrera 1248, Torre 3, Piso 4, Oficina 474, Montevideo, Uruguay, CP 11300.
Each above referenced entity is a business development unit of Natixis Global Asset Management, S.A., the holding company of a diverse line-up of
specialized investment management and distribution entities worldwide. The investment management subsidiaries of Natixis Global Asset Management
conduct any regulated activities only in and from the jurisdictions in which they are licensed or authorized. Their services and the products they manage
are not available to all investors in all jurisdictions.

Mirova is a subsidiary of Natixis Asset Management- Limited liability company - Share capital € 7 461 327, 50 - Regulated by AMF under n°GP 02014RCS Paris n°394 648 216-Registered Office: 21 quai d’Austerlitz - 75 013 Paris

NATIXIS ASSET MANAGEMENT- Limited Company - Share Capital: €50 434 604,76 -Regulated by AMF: GP 90-009- RCS Paris n°329 450 738
Registered Office: 21 quai d’Austerlitz - 75634 Paris
NGAM S.A. - Luxembourg management company authorized by the- CSSF (RCS Luxembourg B 115843) 2, rue Jean Monnet L - 2180 Luxembourg
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