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Investment in infrastructure is essential 
to the European green recovery
Across	the	globe,	the	need	for	infrastructure	investment	geared	towards	sustainable	cities	is	estimated	at	$90	trillion	by	20301. 
Meanwhile,	large	institutional	investors	-	faced	with	the	COVID	crisis	and	very	low	bond	rates	-	are	turning	to	this	asset	class	where	
the	need	for	investment	in	new	infrastructure	is	enormous	(such	as	transport	and	digital	networks,	energy,	hospitals,	retirement	
homes).	It	is	also	equally	important	to	rehabilitate	the	infrastructure	that	already	exists	(water,	heating,	air	conditioning,	etc.).	Still,	
average	fundraising	for	infrastructure	in	the	private	finance	sphere	is	thus	far	a	few	tens	of	billions	of	dollars	a	year.

In	its	January	2018	final	report,	the	European	High-Level	Expert	Group	on	Sustainable	Finance	(HLEG)	included	a	recommen-
dation to create a “specific entity on sustainable infrastructure from existing institutions to accelerate the development of high-quality 
projects that will enable the European Union to achieve its environmental objectives, including compliance with the Paris Agreement”. 
This	recommendation	has	been	integrated	into	the	Action	Plan	for	Financing	Sustainable	Growth	developed	by	the	European	
Commission.

However,	did	investors	establish	a	link	between	this	very	specific	asset	class	and	the	European	Union’s	environmental	
objectives?	To	find	out,	Novethic	-	with	the	support	of	ADEME,	The	French	Agency	for	Ecological	Transition	–	conducted	a	
comprehensive	study	on	the	European	infrastructure	funds	market	with	consideration	for	environmental	implications	and	
the	impacts	of	the	EU	Taxonomy	on	these	funds.	Funds	are	currently	very	focused	on	renewable	energy,	where	the	concept	
of	sustainable	infrastructure	covers	a	much	broader	field.	It	applies	to	‘green’	and	‘smart’	urban	projects	and	includes	a	wide	
range	of	facilities	for	energy,	water,	and	land	management	that	incorporate	the	use	of	intelligent	technologies	and	sustainable	
building	materials.	Investing	in	sustainable	infrastructure	also	concerns	the	essential	rehabilitation	of	existing	infrastructure.	To	
increase	sustainable	infrastructure	financing,	it	is	necessary	to	integrate	Environmental,	Social,	and	Governance	(ESG)	criteria	
into	the	management	of	this	asset	class.	This	strategy	exists	but	still	needs	a	boost	to	be	fully	efficient.	We	may	hope	that	the	EU	
Taxonomy,	cornerstone	of	the	new	European	framework	for	sustainable	finance,	will	be	a	factor	in	its	acceleration.

Links between finance and the environment : 
ADEME speaks out and mobilizes forces

Patrick Jolivet, Director of Socio-Economic Studies,  
ADEME

The	Paris	Agreement	-	like	the	French	and	European	carbon	neutrality	targets	-	requires	a	massive	increase	and	
reorientation	of	financing	towards	sustainable	and	resilient	assets.	ADEME	has	shown	that	a	green	recovery	is	benefi-
cial	in	macroeconomic	terms,	as	it	spurs	positive	effects	on	activity,	employment,	and	public	accounts1.	The	French	
Agency	for	Ecological	Transition	also	intervenes	at	the	actor	and	project	level,	seeking	to	strengthen	the	profitability	of	
sustainable	and	resilient	assets	and	technologies	and	increase	consideration	of	the	risks	and	opportunities	related	to	
the	energy	and	ecological	transition	for	various	economic	actors,	including	those	in	the	finance	sector.	They	also	seek	
to	align	public	finances	with	these	transition	objectives	by	strengthening	their	leverage	effect.	ADEME	has	structured	
most	of	its	actions	around	the	European	Finance	ClimAct	project,	which	aims	to	consider	climate	change	in	financial	
sector	management	and	supervision.

This	focus	on	infrastructure	that	was	carried	out	in	partnership	with	Novethic	in	the	extension	of	the	“European	
Green	Funds	and	the	EU	Taxonomy:	The	Great	Challenge”	study	provides	a	useful	perspective	on	the	possibilities	
of	mobilizing	investors	around	the	European	Green	Deal.	However,	this	overview	shows	the	magnitude	of	effort	to	
be	made.	The	implementation	of	the	European	framework	on	sustainable	finance	-	which	goes	into	effect	in	2021	-	
should	contribute	to	this.

1  The	New	Climate	Economy,	The	Sustainable	Infrastructure	Imperative,	2016
2 https://www.hautconseilclimat.fr/wp-content/uploads/2020/07/effets-macroeconmiques-plan-relance-ademe.pdf

http://newclimateeconomy.report/2016/the-sustainable-infrastructure-opportunity/
https://www.hautconseilclimat.fr/wp-content/uploads/2020/07/effets-macroeconmiques-plan-relance-ademe.pdf
https://www.hautconseilclimat.fr/wp-content/uploads/2020/07/effets-macroeconmiques-plan-relance-ademe.pdf
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KEY FIGURES
 Context

To	achieve	these	environmental	objectives	by	2030,	the	European	Union	has	an	important	need	for	green	investments	specifi-
cally.	This	need	is	estimated	at	nearly	€500	billion	per	year.

Additional green investment needed under the European Recovery Plan (€bn per year)

In	a	working	document	dedicated	to	the	European	recovery	plan,	the	European	Commission	states	:	“The total green investment 
needs cover not only the current 2030 climate and energy targets (€240bn additional annual investment) but also investment needs to 
deliver on Europe’s wider transport infrastructure (€100bn per year) and environmental objectives (€130bn per year).”3

 Heavyweight Institutional Investors but a limited ESG analysis
€388 billion	invested	in	all	kinds	of	infrastructure	by	major	global	
institutional investors4. 
Three	Europeans	are	in	the	Top	10:	two	insurers	–	Allianz	(€35bn)	and	
AXA	(€13bn)	–	and	the	Dutch	pension	fund	APG	(€17bn).

ESG	analysis	dedicated	to	infrastructures	remains	quite	elementary.	The	OECD	lists	around	ten	service	providers,	but	indica-
tors	such	as	CO2	emissions	from	infrastructures	or	reporting	on	the	impact	of	ESG	risks	such	as	climate	change	have	yet	to	
be	further	developed.	GRESB	–	a	specialized	ESG	rating	organization	for	real-estate	and	infrastructure	funds	-	was	launched	in	
2015.	It	currently	covers	nearly	200	funds	worldwide	-	61	of	which	are	in	Europe	–	for	a	total	of	approximately	€2.5	trillion.

 Green fund offer focus on renewable energy
Novethic	has	developed	a	methodology	to	identify	and	analyze	investment	funds	
investing	specifically	in	green	infrastructure.	The	largest	category	is	green	funds:	
their	investment	strategy	includes	an	environmental	focus	and	half	of	their	inven-
tory	at	least	is	composed	of	green	projects.	Novethic	also	focused	on	diversified	
funds,	fewer	in	number	but	larger	in	size.	Although	these	funds’	strategy	does	not	
put	forward	environmental	dimensions,	they	are	investing	in	at	least	one	infrastruc-
ture	project	compatible	with	the	European	Taxonomy.

Sectors

Total Green Transformation

Environmental Objectives*Energy and Climate
Goals for 2030

470

Renewable Energy 30

185

5

120

77

38

15

Construction

Industrial/other energy efficiency

Transport

Environmental Protection

Resource Management (excluding energy)

Circular Economy (beyond needs already included above)

Source:	European	Commission*	beyond	climate

Green 
Funds

310 
funds

108 €bn	raised

Diversified 
Funds

51 
funds

55 €bn	raised

Source:	Novethic3	European	Commission,	“Commission	Staff	Working	Document,	Identifying	Europe’s	Recovery	Needs”,	27	May	2020.
4	IPE,	«Top	100	Infrastructure	Investors	2020»,	Sept.-Oct.	2020.
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5	European	Commission,	Commission	Communication	on	the	Sustainable	Europe	Investment	Plan,	14	January	2020.
6	See	the	case	study	on	French	institutional	investors	in	the	2020	edition	of	Novethic’s	Article	173	report.
7	Source:	BEI

Infrastructure	investments	are	either	made	directly	-	in	assets	such	as	roads,	wind/solar	farms,	and	digital	networks	-	or	through	
funds	dedicated	to	infrastructure,	recently	developed	in	Europe.	The	possibility	of	finding	these	real	assets,	with	a	predefined	use,	
gives	investors	hope	for	stable	financial	benefits	based	on	the	price	and	volume	projections	calculated	on	long-term	commit-
ments	(partnership,	public	service	delegation,	etc.).	Large	European	public	investors	have	become	interested	in	aligning	this	
type	of	investment	with	their	climate	commitments,	such	as	the	EIB	(European	Investment	Bank),	which	“will align all its financing 
activities with the principles and goals of the Paris agreement by the end of 2020. A first step in that direction was the adoption of the new 
Energy Lending Policy on 14 November 2019, which prioritises lending to energy efficiency, renewable energy […]and new types of energy 
infrastructure required for the future low carbon energy system”.5

In	2018,	the	European	Commission	
decided	to	develop	a	taxonomy	of	
environmental	activities	compatible	
with	 its	objectives,	 for	a	greener	
economy.	The	Taxonomy	is	planned	
to	go	into	effect	in	2021.	This	classi-
fication	system	covers	6	areas	(see	
rigt	table).	The	first	two	areas	include	
70	activities	that	contribute	to	the	
EU’s	environmental	objectives.	The	
drafts	 for	 the	 first	 two	 technical	
frameworks	were	published	in	2020,	
and	the	others	will	follow	between	
2021 and 2022.

Infrastructure: key assets starting to integrate ESG criteria and resilience 
factors
An	increasing	number	of	institutional	investors	report	on	green	infrastructure	investments	in	their	responsible	investment	
report6.	Reports	on	infrastructure	contributing	to	the	production	of	electricity	from	renewable	energy	sources	are	most	
common.	Yet,	sustainable	infrastructure	is	a	broader	field,	bringing	together	all	devices	that	contribute	to	the	transition	to	
sustainable	economic	models.

For	the	transportation sector	notably,	transition	involves	following	the	“avoid,	shift,	improve”	principle.	If	avoiding unneces-
sary	travel	can,	in	part,	be	replaced	by	digitization	(such	as	videoconferencing)	it	remains	necessary	to	shift	from	existing	
carbon-intensive	means	of	transportation	-	in	particular,	road	transportation	-	to	low-carbon	solutions,	such	as	rail	or	inland	
waterway	transportation,	and	improve	vehicles	with	the	development	of	electric	or	hydrogen	cars,	for	instance7.

Infrastructure and the transition 
to a sustainable model

Climate change 
mitigation

Sustainable use and 
protection of water 
and marine resources

Pollution prevention 
and control

Protection 
of healthy 
ecosystems

Transition 
to a circular 
economy

Climate change 
adaptation
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Investors’	current	focus	leads	them	to	target	the	energy	sector	for	their	infrastructure	investments	to	reduce	their	contribution	
to	greenhouse	gas	emissions,	however,	the	topic	is	much	broader.	This	is	illustrated	by	the	environmental	rating	for	infrastruc-
ture	carried	out	by	GRESB	(Global	Benchmark	on	Real	Assets),	the	main	ESG	rating	tool	for	infrastructure.	It	highlights	the	
impact	indicators	that	matter	and	gives	an	idea	of	the	most	committed	actors’	capacity	to	publish	data	on	energy	issues,	CO2	
emissions,	air	pollution,	water,	waste,	biodiversity,	health,	and	safety.

The	analysis	of	infrastructure	assets	gradually	extends	to	other	ESG	dimensions:	assessment	of	contribution	to	the	Sustai-
nable	Development	Goals	(SDGs),	or	resilience	factors	are	just	two	examples.	The	aim	is	to	bring	the	various	ESG	rating	modes	
together	to	create	momentum	towards	sustainable	infrastructure.

In	its	2020	Sustainable	Finance	Report,	the	OECD	states,	“the growth of institutional investment in infrastructure in recent years has 
been accompanied by an increased effort to apply ESG considerations from other portfolio investments (e.g., investments in publicly 
traded companies) to infrastructure assets, for those investors with ESG investment decision-making processes in place” 8.	A	study	
commissioned	by	Linklaters	surveyed	302	European	infrastructure	managers	and	revealed	that	among	the	factors	taken	into	
account	by	managers,	“ESG performance and transparency are in second place (32%), after growth potential (36%)” 9. This dynamic is 
only	partially	driven	by	the	EU	“Disclosure”	regulation	(or	SFDR)	since	only	53%	of	managers	were	aware	of	their	new	obligations,	
according	to	Linklaters.

There	are	several	sustainability	assessment	and	certification	references	for	the	infrastructure	sector.	The	OECD	lists	10	of	
them,	including	GRESB,	whose	infrastructure	branch	produces	a	systematic	assessment	of	corporate	ESG	performance	and	
infrastructure	funds	that	covers,	according	to	its	2020	results,	“32% of the top 100 infrastructure investment managers of IPE Real 
Assets […] - participating with at least one fund.” 10

8	OECD	(2020),	OECD	Business	and	Finance	Outlook	2020:	Sustainable	and	Resilient	Finance
9 Sara	Feijao,	“Green	recovery	in	sight	as	one	in	four	infrastructure	funds	expect	to	grow	green	assets	more	than	a	fifth	by	2022”,	Linklaters,	28	July.	2020
10 GRESB,	“GRESB	2020	Results:	Infrastructure	sector	maturing	its	approach	to	ESG	reporting	and	benchmarking”,	12	November	2020.
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Producing an ESG rating prepares for 
the implementation of new regulations, 
including those concerning the EU Taxonomy

Rick Walters, Director GRESB Infrastructure

What is the current availability of ESG data for infrastructure? 

The	situation	is	quite	different	between	private	(unlisted)	and	public	(listed)	companies.	There	tends	to	be	more	
information	on	listed	infrastructure	companies	as	they	must	meet	the	expectations	of	a	variety	of	stakeholders.	For	
non-listed	companies,	investors	have	a	direct	stake	and	often	sit	on	the	board	of	directors,	which	allows	them	to	have	
a	more	effective	engagement	strategy.	In	Europe,	they	try	to	articulate	this	with	their	responsible	investment	policies.
While	we	have	many	infrastructure	investors	with	good	ESG	performance,	we	have	a	large	spread	of	players	lagging	
behind	on	these	dimensions.

What are the impact reporting trends on various themes, such as greenhouse gas emissions and waste 
management, that will gain momentum this year?

Interactions	between	impact	investors	and	infrastructure	specialists	are	still	rare,	but	there	is	a	growing	interest	
on	the	part	of	the	latter	in	measuring	impact.	Even	if	they	do	not	yet	necessarily	see	it	as	a	financial	performance	
issue,	they	want	to	understand	its	mechanisms	and	use	it	in	their	reporting.	Many	interesting	initiatives	are	being	
developed,	particularly	around	the	contribution	to	Sustainable	Development	Goals	(SDGs).	This	is	why	we	are	develo-
ping	a	new	reporting	product	to	offer	our	members	the	opportunity	to	evaluate	their	contribution	based	on	the	data	
they	provide	us	with.

Will the new European regulations on sustainable finance, and more particularly those on reporting (SFDR), 
have a positive influence since awareness is still low?

We	are	working	to	build	an	offering	to	help	infrastructure	investors	meet	these	new	obligations	and	we	have	already	
done	part	of	the	work,	since	70%	of	the	indicators	reported	by	our	members	are	compatible	with	these	new	requi-
rements.	They	are	therefore	largely	prepared.	Their	degree	of	implementation	is	more	varied,	however,	with	many	of	
them at the legal consultation stage.
As	for	communication	on	the	green	share	of	their	investments	aligned	with	the	taxonomy,	they	are	working	on	it.	We	
are	able	to	disaggregate	their	environmental	data	to	indicate	which	part	of	their	investments	is	taxonomy-compatible,	
which	part	lacks	information	on	technical	thresholds	and	finally	the	parts	not	covered	by	the	Taxonomy.

Are there any developments from investors on new topics such as the protection of biodiversity or social 
dimensions?

Investors	are	still	becoming	interested	in	biodiversity,	with	French	investors	such	as	Mirova	or	Vauban,	showing	real	
leadership	in	this	area.	As	far	as	the	social	dimensions	are	concerned,	their	interest	is	growing	through	the	COVID	
19	crisis	or	the	Black	Lives	Matters	movement,	with	many	social	themes	such	as	diversity,	equality,	health	and	safety	
rising	in	priority.
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The dynamics of green infrastructure

Current situation
According to the EIB, investment in infrastruc-
ture has declined over the last ten years except 
in Western	and	Northern	Europe.	Furthermore,	
the	investments	actually	made	focus	more	on	the	
maintenance	of	existing	infrastructure	than	on	their	
modernization	or	the	construction	of	new	infrastruc-
ture. “Weak government infrastructure investment and 
investment activities by public-private partnerships are 
the main drag on overall infrastructure investment in the 
European Union. The transport and (to a lesser extent) 
utilities sectors were the hardest hit by the crisis, with no 
recovery in sight in either case.”

In	this	context,	the	EIB	stresses	the	role	that	large	
investors	must	play	in	the	energy	transition: “Attrac-
ting private finance is a critical enabler of the energy 
transition. The renewable energy sector is entering a new phase, as governments move away from a regulated to a more competitive 
environment, partly in response to the increasing costs of support schemes and the falling capital cost of renewable energy technolo-
gies”.11

 The weight of European institutional investors
The	IPE	Real	Assets	ranking	of	the	world’s	100	largest	infrastructure	investors	estimates	infrastructure	assets	held	by	pension	
funds,	sovereign	funds,	insurers,	and	other	institutional	owners	at	€388	billion.	Among	the	top	10	investors,	3	are	European	
(Allianz,	APG,	and	AXA),	totalling	for	$65bn	in	infrastructure	assets.	At	this	stage,	it	is	difficult	to	quantify	the	green	share	of	these	
assets.	Novethic	illustrated	this	with	the	34	largest	French	institutional	investors	subject	to	Article	173	of	the	2015	Transition	
Law;	a	panel	to	which	the	two	insurers	mentioned	above	belong	(through	its	French	entity	for	Allianz).	In	its	recurring	study	
“173	shades	of	reporting”,	Novethic	stated	that	at	the	end	of	2019,	green	investments	in	infrastructure	reached	€9.9	billion	-	€3	
billion	more	than	in	2018.	These	investments	were	either	made	directly	or	through	specialised	funds.	Up	to	€700	million	of	
these	AuM	are	under	the	Greenfin	label.	

PENSIONDANMARK, A PIONEER INVESTOR IN GREEN INFRASTRUCTURES

Awarded several times by the IPE for its exemplary infrastructure management, the Danish pension fund is also one of 
the 50 global climate leaders nominated by Bloomberg in the summer of 2020. Its director, Torben Möger Pedersen, 
calls for sustainable management based on green energy and with solid returns on investment. The pension fund 
made its first investment in renewable energy infrastructure in 2010 and stated in 2019 that it financed the production 
of nearly 3.7 TWh of green energy per year. About 10% of its total assets (€36 billion at the end of 2019) are invested 
in wind farms, solar power plants, and power generation units. Denmark has an objective of 70% reduction in its 
emissions by 2030 to be carbon neutral by 2050.

11 EIB	Investment	Report	2018/2019	:	Accelerating	Europe’s	Transformation

Source:	EIB

Investment in infrastructure (by European region, 2008 = 100)

https://www.eib.org/en/publications/investment-report-2019
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EU Taxonomy contribution to an environmental approach to infrastructure 
investment
The	majority	of	green	infrastructure	funds	identified	by	Novethic	present	an	environmental	strategy	based	on	exclusive	or	
majority	investment	in	renewable	energy	(particularly	in	solar	and	wind	energy),	which	may	appear	to	be	aligned	with	the	
Taxonomy.	However,	the	latter	does	provide	means	to	better	structure	the	process.

 Strict criteria to qualify an activity as ‘green’
The	EU	Taxonomy	makes	it	possible	to	standardize	the	definition	of	green	infrastructure	with	thresholds	and	metrics	appli-
cable	by	all	within	the	European	Union.	In	the	current	state	of	the	market,	not	all	activities	considered	‘green’	actually	meet	the	
Taxonomy’s	requirements	to	be	considered	as	such.	Even	renewable	energy	projects	must	meet	the	so-called	DNSH (Do No 
Significant Harm)	principle.

 DNSH principle on other environmental objectives
The	EU	Taxonomy	meets	a	holistic	definition	for	the	environmental	contribution	of	a	given	activity.	To	be	eligible,	each	activity	
must	make	a	significant	contribution	to	the	climate	change	mitigation	objective,	for	instance,	but	will	only	be	considered	green	
if	-	and	only	if	-	it	has	been	verified	as	not	negatively	contributing	to	the	five	other	environmental	objectives	of	the	Taxonomy.	

 Broadening the scope of green activities
The	EU	Taxonomy	expands	the	scope	of	green	assets	to	sectors	other	than	energy	production	with	specific	thresholds	and	
metrics.	There	are	three	ways	to	expand:

    Taking into account sectors with a significant environmental contribution of their own, which are still 
seldom considered by investors,	for	example,	urban	heating/cooling	networks	or	some	activities	related	to	water	
and waste treatment.

    Consideration of enabling activities,	for	example,	energy	transmission,	distribution	and	storage,	and	low-carbon	
transportation	infrastructure	(land,	inland	water	transport,	and	maritime).

    Consideration of transition activities,	particularly	concerning	electricity	supply,	several	activities	are	included	with	
progressive	thresholds:	electricity	production	from	hydropower,	gas,	and	bioenergy.	

 Minimum social safeguards
Compliance	with	the	EU	Taxonomy	consists	of	verifying	that	the	asset	or	activity	does	not	violate	the	fundamental	principles	
concerning	human	rights	(ILO	Conventions,	OECD	Guidelines,	Declaration	of	Human	Rights,	UN	Guiding	Principles	on	Business	
and	Human	Rights,	etc.).

With	the	exception	of	Northern	Europe,	a	clear	link	between	the	financing	of	green	infrastructure	by	major	institutional	
investors	and	the	environmental	objectives	of	their	respective	countries	is	still	very	rare.	Using	the	EU	Taxonomy	as	a	green	
framework	should	stimulate	the	approach,	but	much	remains	to	be	done.
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Green infrastructure funds 
and the EU Taxonomy
The	potential	for	projects	within	the	European	Union	is	significant.	However,	today,	only	a	few	green	infrastructure	fund	
managers	mention	the	EU	Taxonomy.	The	Principles	for	Responsible	Investment	(PRI)	have	gathered	about	thirty	case	studies	
but	only	two	management	companies	(Foresight,	and	StepStone)	have	assessed	the	degree	to	which	their	investments	in	
infrastructure	align	with	the	Taxonomy.	The	use	of	the	EU	Taxonomy	-	if	it	expands	-	should	allow	European	institutional	inves-
tors	to	make	their	contribution	to	the	EU	Green	Deal	more	visible	and	understandable	through	infrastructure	financing	that	
enables	the	European	Union	to	achieve	its	climate	and	environmental	objectives.

A	study	conducted	by	EY	(Ernst	&	Young)	in	2020	evaluated	a	cluster	of	European	projects	against	the	EU	Taxonomy.	It	
revealed	that	project	leaders	have	little	awareness	of	the	new	framework	:	“a majority of project developers neither refer to [the EU 
Taxonomy] to demonstrate their projects’ climate benefits, nor disclose information that can prove compliance.” 12

This	study	covered	2,000	so-called	“ready-to-go”	projects,	located	in	the	27	European	Union	countries,	selected	using	the	EU	
Taxonomy	thresholds	recommended	by	the	TEG	to	identify	those	that	have	the	best	potential	for	creating	sustainable	value.

More	than	1,000	projects	were	identified	as	green	and	taxo-compatible.	Spread	throughout	the	European	Union,	they	will	
require	around	€200	billion	in	public	and	private	investments	and	will	support	2.8	million	jobs.

Investors	are	also	waiting	to	see	the	role	that	the	EU	Taxonomy	will	take	on	the	market,	with	the	notable	exception	of	Foresight	
which	has	developed	a	process	to	obtain	third-party	validation	of	investments'	alignment	with	the	EU	Taxonomy.

Top 10 represent 76% of the 1,000+ green projects selected

4%
5%

7%

9%

11%

5%
12% 4%

7%

36% 		Renewable	energy	generation	(electricity	or	heat)

		Transmission	and	distribution

		Energy	Storage	and	system	services

		Public	transport

		Low	carbon	mobility	(other)

		Building	renovation	/	energy	efficiency	improvement

		Circular	economy

		Industrial	process	efficiency

		Green	hydrogen	for	industry

		Manufacturing	of	Low	carbon	technologies

12 EY,	A	Green	Covid-19	Recovery	and	Resilience	Plan	for	Europe	-	Summary	Report,	Sep.	2020.

Source:	EY

https://assets.ey.com/content/dam/ey-sites/ey-com/it_it/news/2020/ey-summary-report-green-recovery-v2.pdf
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What is Foresight’s strategy regarding the validation of EU Taxonomy compliance? 

The	first	two	acquisitions	made	by	the	Foresight	Energy	Infrastructure	Partners	(FEIP)	fund	have	been	assessed	in	
line	with	the	performance	thresholds	set	out	in	the	Technical	Annex	to	the	EU	TEG	Final	Report	and	were	deemed	
to	meet	all	necessary	criteria,	validating	them	as	sustainable	investments	in	line	with	the	EU	Taxonomy.	This	process	
will	be	repeated	for	all	future	investments	the	Fund	makes,	with	FEIP	aiming	to	be	one	of	the	first	(if	not	the	first)	fully	
validated	EU	Taxonomy-compliant	sustainable	investment	funds.
At	Foresight,	we	see	great	value	in	using	the	UN	SDGs	as	a	framework	within	which	to	present	sustainability	impact.	
However,	with	respect	to	individual	assets’	sustainability	credentials,	the	EU	Taxonomy	has	clear	advantages	in	terms	
of	providing	a	standardized	and	objective	assessment	on	whether	an	asset	should	be	considered	“sustainable”	or	
not.	We	could	settle	for	self-reporting,	but	in	an	environment	where	greenwashing	represents	a	significant	and	often	
irreparable	reputational	risk,	Foresight	sees	great	value	in	the	transparency	and	assurance	that	comes	from	an	
experienced	third-party	providing	an	independent	assessment	of	a	project’s	sustainability	credentials,	even	conside-
ring	the	costs	associated.	We	are	in	the	process	of	evaluating	the	approach	we	will	take	for	retrospective	validation	
across	some	of	Foresight’s	existing	funds.

What is your opinion on the thresholds and metrics set by the EU Taxonomy?

The	EIB	is	one	of	the	cornerstone	investors	into	FEIP	and	have	very	specific	reporting	requirements	around	sustaina-
bility	and	impact	metrics.	Foresight	has	a	long	history	of	working	with	investors	to	agree	the	content,	structure	and	
layout	of	bespoke	fund	and	asset-level	reporting	against	minimum	conditions	set	by	investors.	As	a	sustainability-led	
long-term	investor	in	clean	energy	and	sustainable	infrastructure,	meeting	such	thresholds	is	never	likely	to	be	an	
issue	but	we	always	aim	to	be	transparent	about	the	impact	of	our	investments	and	to	work	with	our	partners	to	
increase	the	sustainability	impacts	achieved	by	our	portfolio.

Taxonomy validation certification helps  
to ward off greenwashing suspicions

Henry Morgan & Jai Mallick – Foresight Group
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EU Taxonomy will boost the green focus of European infrastructure

At	first	glance,	managers	of	infrastructure	funds	specia-
lized	 in	the	energy	and	ecological	 transition	need	
not	worry	about	the	arrival	of	the	EU	Taxonomy.	The	
technologies	they	finance	are	essentially	at	the	core	of	
the	European	action	plan,	and	ESG	dimensions	have	
gradually integrated their due diligence as well as the 
financial	conditions	of	the	transactions	they	carry	out.	
Articulation in the EU Taxonomy of the eligibility 
of an investment with a Do No Significant (environ-
mental) Harm (DNSH) criteria and minimum social 
safeguards should further democratize the ESG 
questionnaires that many investors send to their 
stakeholders	for	each	transaction.

However,	among	the	Top	10	sectors	present	in	the	
panel	of	transactions	analyzed	in	the	context	of	this	
study,	not	all	technologies	will	receive	the	same	treat-
ment.	Only	photovoltaic	and	wind	power	generation	
are	not	covered	by	so-called	 technical	 screening	
criteria,	while	the	other	eight	activities	in	the	Top	10	are	
likely	to	be	subject	to	such	criteria.	Mainly	two	types	of	
activities here:

   either in relation to the infrastructure’s purpose,	for	
example	not	intended	for	the	transportation	of	fossil	
fuels	or	the	distribution	of	high-carbon	electricity,	or	-	
in	the	context	of	roads	and	airport	infrastructure	-	be	
reserved	for	existing	or	future	low-carbon	modes	of	
transportation.

   or concerning the environmental performance of 
the financed technology,	particularly	in	the	case	of	
biomass	power	plants	and	hydropower	production	
assets.

These	environmental	performance	criteria	 (which	
relate	to	the	type	of	biomass	used,	waste	management	
hierarchy	or	the	power	and	energy	density	of	hydroe-

lectric	facilities)	are	still	the	subject	of	heated	debate	
between	industrial	lobbies	and	NGOs	pending	the	final	
version	of	the	Taxonomy.	Therefore,	they	could	not	be	
taken into account in this study.

For	the	rest,	as	StepStone	Group	wrote	 in	 its	case	
study	on	taxonomy	within	the	PRI	“practitioner	group”,	
clear	definitions	and	consistency	in	implementation	
frameworks	should	«facilitate	price	discrimination	
between	assets	that	comply	with	the	EU	taxonomy	
and	those	that	do	not.»	Some	investors	may	also	find	
the	Taxonomy	to	be	a	framework	for	identifying	the	
most	attractive	 investments	 from	the	perspective	
of	optimizing	the	cost	of	upgrading	to	“taxonomic”	
environmental	performance..

Once	the	six	environmental	objectives	have	been	
finalized,	will	the	Taxonomy	be	able	to	funnel	capital	
to	the	least	invested	sectors?	This	is	one	of	the	most	
difficult	 issues.	To	make	certain	 investments	more	
attractive	-	particularly	for	climate	change	adaptation	-	
it is necessary to invent remuneration models that are 
close	to	the	risk/reward	profiles	currently	offered	by	
the	Top	10	technologies.

Note:	The	treatment	of	infrastructure	funds	within	the	
framework	of	the	future	European	ecolabel	for	finan-
cial	products	remains	uncertain.	They	may	be	eligible	
through	funds	of	funds	and	AIF	open	to	retail	investors.	
The	final	report	on	the	ecolabel	is	expected	in	spring	
2021.

Nicolas Redon
Green	Finance	Expert	at	Novethic

Expert Opinion
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The green infrastructure fund market
Infrastructure	funds	accounted	for	three-quarters	of	unlisted	green	
funds	in	Novethic’s	2019	study.	In	the	2020	edition,	Novethic	decided	
to	perform	a	taxo-compatibility	analysis	dedicated	to	this	asset	class.

The	Green	Infrastructure	Funds	selected	are	those	that	present	consi-
deration	of	an	environmental	dimension	in	their	investment	strategy.	
Novethic	relied	on	the	analysis	of	public	information	and	the	portfolio	
of	funds	available.

144	of	the	180	infrastructure	funds	studied	in	2018	are	included	in	
the	2020	panel,	and	166	other	funds	have	been	added.	This	change	is	
mainly	due	to	the	change	in	data	provider,	which	allowed	for	a	broader	
analysis	scope.

Moreover,	to	better	represent	the	green	infrastructure	market,	a	new	
fund	category	was	studied	in	2020:	diversified	funds.	Even	if	their	
strategy	does	not	really	have	an	environmental	focus,	at	least	one	of	
their	investments	are	concerned	with	green	infrastructure.

(See more details on the identification of green funds in the Methodological 
Appendix)

ANALYTICAL METHODOLOGY FOR PROJECT "TAXO-COMPATIBILITY"

Novethic analyzed 274 infrastructure funds exposed to eligible activities (e.g., renewable 
energy, transportation, etc.), for which portfolio was available via the transaction monitoring 
carried out.

Novethic took into account the low degree of market transparency to develop a bottom-up 
taxocompatibility analysis methodology, based on the specific sectors corresponding to 
each transaction in the database established by Preqin (e.g. wind energy, water distribution, 
etc.). For sectors eligible for the EU Taxonomy but whose compatibility could not be directly 
determined (e.g. transport, utilities, etc.), direct analysis of the transaction was carried out 
via document search and press releases.

Novethic then deducted the taxo-compatible part of each fund, which is defined here as the 
share of projects (in number) eligible for the EU Taxonomy. This green substitution share 
was chosen given the lack of data available for the amounts invested per project concerning 
more than two thirds of the funds’ portfolio on average.

Green Funds

Diversified Funds

2018

2020

2020

180 
funds

310 
funds

51 
funds

50 €bn

108 €bn

55 €bn

Source:	Novethic
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 Taxo-compatibility of funds invested in green infrastructure
Novethic	classified	the	analyzed	funds	according	to	a	system	of	categories	linked	to	their	share	of	taxo-compatible	transactions.

The Green Infrastructure Funds	are	classified	as	follows:

	 1	–		Full Green Funds: Pure players,	100%	of	
transactions	are	taxo-compatible.	These	
are	the	most	numerous	(153	funds)	but	
also	the	smallest	(with	an	average	weight	
of	€383	million	for	a	total	of	€50.2	billion	
raised).

	 2	–		Green Focus Funds:	Between	50%	and	
99%	of	taxo-compatible	transactions.	These	
are	the	least	numerous	on	the	panel	(41	
funds)	but	with	an	average	weight	2.5	times	
larger	than	Full	Green	Funds	(€965	million	
for	a	total	of	€37.6	billion	raised).

	 3	–		Funds with unavailable portfolio:	These	are	116	funds	representing	€25.9	billion	where	it	was	not	possible	to	deter-
mine	Full	Green	or	Green	Focus	classification.	They	are	nevertheless	considered	to	be	green	funds	because	of	the	
environmental	contribution	strategy	put	forward	by	their	promoters.

Diversified Funds:	Novethic	was	also	interested	in	the	profile	of	funds	that	invest	in	green	infrastructure	without	this	being	
particularly	emphasized	in	their	communication	or	without	green	transactions	representing	the	majority	of	transactions.

Diversified	funds	account	for	between	1%	and	49%	of	taxo-compatible	transactions.	These	funds	are	larger	than	green	funds,	
with	a	total	average	of	€1.3	billion	for	a	total	of	€55.3	billion	raised.	The	transactions	undertaken	are	also	larger	than	those	of	
green	funds:	on	average	€416	million	for	diversified	funds	and	€252	million	for	green	funds.

The	“diversified”	share	of	Diversified	funds	is	mainly	composed	of	social	infrastructure	assets	(hospitals,	schools,	etc.)	or	
infrastructure	not	eligible	for	the	EU	Taxonomy	(roads,	telecommunication	infrastructure,	etc.).

IDENTIFYING THE BROWN SHARE OF PORTFOLIOS

For infrastructure funds that have some sort of environmental orientation, it is useful to identify the brown share of 
assets that exposes investors to reputational risk.

Four transaction sectors listed by the Preqin database can qualify fossil fuel infrastructure projects as “Natural 
Resources”, “Natural Resources Pipelines”, “Natural Resources Storage Facility” and “Power Plant”. By definition, Full 
Green funds are not exposed. On the other hand, 11 Green focus funds totaling €15bn and 21 Diversified funds totaling 
€34bn are exposed.

The treatment of these sectors as sustainable activities under the EU Taxonomy has been the subject of contentious 
debate - especially gas - as illustrated by the delegated acts draft placing conditions on their application. The first version 
of the climate change mitigation and adaptation targets was published at the end of November 2020 and includes liquid 
fossil fuels in some sustainable activities as long as they meet strict emission thresholds (100 gCO2/kWh).

Breakdown of amounts raised by fund
taxo-compatibility

22%

15%

30%

33%

		Diversified
		Full	Green
			Green	Focus
		Green	funds	 
(where	portfolio	 
is	unavailable)

Source:	Novethic
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 A majority of funds specialize in renewable energy
Among	the	361	sector-focused	funds	of	the	panel,	the	Renewable 
Energy sector	 is	by	far	the	most	represented	with	214	funds	
(including	211	green	funds)	and	€54bn	raised.	These	are	almost	
exclusively	Full	Green	funds,	and	their	total	average	is	among	the	
lowest	(€291	million)	on	the	panel.

On	 the	other	hand,	Multi-sector	 funds	 -	which	are	half	 as	
numerous	-	are	nearly	three	times	larger	on	average	(€907	million)	
and	raised	more	than	€75bn	in	total.	Apart	from	renewables	-	
which	remain	the	majority	-	portfolio	assets	are	generally	gas	
pipelines	(without	any	apparent	rehabilitation	of	the	planned	
assets)	hospitals.

Telecommunications	infrastructure,	and	transportation	infrastruc-
ture,	such	as	seaports	and	airports.	The	average	green	share	of	
these	funds	is	around	53%	and	they	have	the	most	diversified	
funds	(36	funds).

Energy funds	(24	funds	weighing	on	average	€632m	and	with	€12bn	raised)	also	invest	mainly	in	renewable	energy	but	diversify	
their	assets	with	taxo-compatible	transactions,	such	as	clean	technologies	(e.g.	lighting	with	better	energy	efficiency,	energy	
storage	technologies,	etc.),	and	others	whose	taxocompatibility	is	not	always	provable,	such	as	thermal	power	plants.

 Fund Strategy and Target Returns
The	classification	of	infrastructure	fund	strategies,	here	provided	by	the	
Preqin	database,	is	based	on	the	level	of	risk	associated	with	the	selection	of	
assets	according	to	the	sector	and	geographical	location.

1.	 	The	category	most	represented	in	green	funds	is	the	so-called	“Core 
Plus”	strategy,	which	is	expected	to	have	higher	revenues	because	if	the	
infrastructure	is	located	in	Europe,	returns	are	linked	to	the	fluctuations	
of	the	economy	where	the	infrastructure	is	located.	“Core	Plus”	funds	
are	the	most	common	on	the	panel	(189	funds).	Of	the	funds	studied,	
nearly	three-quarters	(71%)	are	Full	Green	funds	and	the	majority	of	the	
assets	in	the	portfolio	are	wind	and	solar	energy	infrastructure,	followed	
by	buildings	in	the	education	sector	and	hospitals.	Just	over	40%	of	the	
projects	are	in	the	United	Kingdom,	followed	by	France	and	Germany.

2.	 	The	second	preferred	strategy	is	“Core”	(70	funds).	These	are	generally	essential	assets,	already	operational	and	genera-
ting	returns,	located	in	developed	countries	with	a	stable	regulatory	and	political	environment.	They	are	less	risky	than	
“Core	Plus”	assets	because	these	are	often	in	a	monopoly	position.	Core	assets	also	have	predictable	demand	with	stable	
long-term	cash	flows.	

	 	The	breakdown	is	as	follows:	43%	Full	Green,	31%	Diversified,	and	26%	Green	Focus.	The	most	common	assets	are	buildings	
linked	to	the	education	or	health	sector,	as	well	as	solar	and	wind	energy	infrastructure.	Two-thirds	of	the	projects	are	
located	in	the	United	Kingdom.

3.	 	The	third	strategy	(55	funds)	called	“Value-Added”	is	the	most	promising	financially.	It	targets	Greenfield	(new	projects)	or	
Brownfield	(existing	projects)	assets	where	use	or	demand	is	increasing,	including	new	technologies.

	 	Half	of	these	are	Full	Green	funds	(53%),	with	the	remainder	fairly	evenly	split	between	Diversified	funds	(27%)	and	Green	
Focus	(20%).	Assets	tend	to	be	renewable	energy,	wind	and	solar	infrastructure,	followed	by	telecommunications	infrastruc-
ture	and	airports.	Their	geographical	location	is	varied,	with	a	podium	dominated	by	France	(23%),	followed	by	the	United	
Kingdom	(20%)	and	Brazil	(7%).

Primary Sector of funds investing in green 
infrastructure

Breakdown of AUM by Strategy

	Renewable	energy
		Multi-sector
	Energy
		Other	(Utilities,	 
Transportation,	 
Waste	Management)

	Core	Plus
	Core
	Value	Added
		Other

96

214

27
24

15%
32%

45%

9%

Number 
of funds

Share of total 
amount raised

24%

26%

43%

7%

Source:	Novethic

Source:	Novethic
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 A market where Public-Private Partnerships have particular importance
95	funds	are	the	subject	of	Public-Private	Partnerships.	These	funds	
come	from	55	different	management	companies,	which	are	primarily	
British	(21	companies	represented	by	41	PPP	funds)	and	French	(10	
companies	represented	by	19	funds).

Although	there	are	fewer	funds,	Public-Private	Partnership	funds	are,	
on	average,	twice	as	large	as	funds	that	do	not	use	this	type	of	contract	
with	public	authorities.	On	the	other	hand,	their	taxocompatibility	
share	is	lower	than	the	average	(52%),	since	they	are	mainly	diversified	
funds	(39	funds).

The	assets	with	the	most	frequent	investment	are	buildings	in	the	education	sector	(15%),	hospitals	(12%),	wind	energy	
infrastructure	(10%),	roads	(7%),	and	solar	energy	infrastructure	(7%).

 Green Infrastructure Fund Market Leaders

A predominance of British and Danish management 
companies

Management	companies	offering	green	infrastructure	funds	
have	varied	profiles,	both	in	terms	of	asset	classes	(companies	
specializing	in	infrastructure,	or	more	general	companies	also	
managing	funds	for	retail	 investors),	 in	terms	of	geographic	
distribution,	and	type	of	fund.	But	the	large	volumes	of	assets	
under	management	are	held	by	three	specialists:	two	British	and	
one	Danish.	MIRA	-	whose	funds	are	more	so	Green	Focus	-	is	
the	largest	infrastructure	manager	in	the	world	and	had	€239	
billion	in	assets	in	2019.	It	holds	€2.5	billion	more	in	green	
infrastructure	than	Infracapital	(associated	with	M&G	Invest-
ments,	its	parent	company).	The	Danish	company	Copenhagen 
Infrastructure Partners	is	the	only	one	of	the	three	whose	total	
funds	are	Full	Green.

Companies specialized in environmental issues

The	companies	that	offer	the	greatest	number	of	green	funds	
are	also	environmentally	 focused.	Two	AMs	specialized	 in	
energy	transition	infrastructure	occupy	the	first	place:	Aquila 
Capital and Foresight Group.	They	are	closely	followed	by	
Mirova,	a	French	asset	management	company	specialized	in	
sustainable	investment	(see	Novethic’s	study	European Green 
Funds and the EU Taxonomy: The Great Challenge).

Public-private partnership

	PPP		 	Non-PPP	or	unavailable	information

Total weight 
(€bn)

Number	of	
Funds

0% 20% 40% 60% 80% 100%

Source:	Novethic
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The Taxonomy does not worry green infrastructure specialists
Green	infrastructure	funds	are	managed	by	specialists	who	need	to	combine	financial	and	environmental	expertise	in	this	asset	
class.	Below	are	testimonials	from	two	of	them	on	how	they	will	leverage	the	EU	Taxonomy.

What are the opportunities for green infrastructure 
funds under the EU promise for a green recovery and 
the Green Deal?

One	of	the	main	opportunities	is	in	energy	efficiency:	this	
area	is	lagging	significantly	behind	the	objectives	regarding	
the	energy	transition.	The	current	European	Plan	foresees	
large	investments	in	energy	efficiency	and	the	reduction	of	
primary	energy	demand.
Energy	generation	also	remains	a	big	topic.	It’s	one	where	
project	size	makes	it	easier	for	institutional	 investors	to	
participate.	For	the	EU,	the	goal	is	here	to	crowd	out	fossil	
fuels	in	countries	where	the	energy	mix	still	has	an	impor-
tant	share	of	coal	for	example.

In your opinion, what are the obstacles to more 
sustained growth in the green infrastructure market?

A	lot	of	what	is	lying	ahead,	for	instance	regarding	energy	
storage	and	green	hydrogen,	is	still	significantly	dependent	

on	technology.	So,	you	are	on	the	periphery	of	being	a	
technology	investor	and	project	investor.	These	techno-
logies	becoming	increasingly	established	is	an	important	
prerequisite	so	that	they	are	both	understandable	for	LPs	
and	bankable.

Will EU Taxonomy requirements force you to change 
your investment process?

Concerning	the	technical	criteria,	our	current	due	diligence	
process	should	not	require	much	adjustment	for	our	main	
asset	classes.	We	already	look	at	projects	on	a	very	detailed	
level	and	much	of	the	information	required	in	the	taxonomy	
is	already	requested	from	our	local	developers	or	services	
providers.
For	the	DNSH	assessment,	on	the	other	hand,	there	may	be	
some	additional	data	we	need.	The	necessary	data	could	be	
collected	by	our	external	service	providers	and	the	proces-
sing	of	it	needs	to	be	set	up	efficiently.

How has the infrastructure market in Europe evolved in 
recent years?

At	RGREEN	INVEST,	we	choose	to	support	the	technolo-
gies	of	the	future,	which	we	know	are	mature.	Our	role	is	
to	accelerate	their	deployment	so	that	these	projects	can	
move	to	the	next	level.		Our	mandates	therefore	generally	
concern	infrastructure	such	as	solar,	wind,	biomass	or	
biogas,	for	which	the	risks	are	extremely	well	framed,	with	a	
return	of	around	8%	to	10%.	
In	parallel,	we	are	very	attentive	to	interesting	projects	based	
on	less	traditional	technologies.	Hydrogen	for	example,	
energy	efficiency,	offshore	wind	power	or	agriculture...	
These	projects	certainly	require	more	complex	set-ups,	but	
we	are	convinced	that	they	will	be	promising	in	the	long	
term.	It	is	on	this	type	of	asset	that	we	will	be	looking	for	
new	opportunities	today.	

Thresholds on the applicability of the EU Taxonomy 
- particularly on CO2 emissions - have been set for 
certain activities. Do you plan to integrate them into 
your project analyses? 

We	are	already	 implementing	 criteria	 to	analyze	our	
projects.	Within	the	framework	of	our	collaboration	with	
the	EIB,	we	are	required	to	comply	with	strict	due	diligence	
requirements.	As	far	as	the	Taxonomy	is	concerned,	we	
have	closely	followed	its	developments.	It	is	an	interesting	
and	major	subject.	We	still	have	some	time	to	prepare	for	its	
implementation,	but	we	have	already	taken	the	first	steps.	
The	objective	remains	for	us,	first	of	all,	to	consolidate	and	
strengthen	our	internal	processes	before	implementing	the	
latest	European	regulation	within	our	business.	We	are	very	
optimistic	about	this!

The new EU framework should help develop  
the energy efficiency market

Taoufik Saoudi and Lars Meisinger – Aquila Capital 

We are not concerned about the application 
of the Taxonomy thresholds

Cédric Lacaze and Julien Commarieu – RGreen
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Infrastructure projects in light of the Taxonomy
This	analysis	focuses	on	projects	funded	by	the	Green	funds	and	Diversified	funds	panel	which	are	overwhelmingly	infrastruc-
ture	projects,	although	real	estate	assets	can	be	found	for	diversification	purposes	and,	more	rarely,	investments	in	unlisted	
companies.

Novethic analyzed the projects and identified 1,890 transactions that were taxo-compatible and 504 that were not 
because due to a lack of environmental information.

 Lack of environmental information hinders taxo-compatibility
Novethic	identified	two	cases	of	non-compatibility	with	the	Taxonomy:

    The sectoral classification of certain transactions 
does not indicate any environmental contribution. 
This	is	especially	the	case	for	real	estate	transactions	
that	relate	to	social	themes	based	on	the	use	of	the	
buildings	concerned	(education,	health,	etc.).	Thus,	
the	environmental	contribution	of	these	projects	is	
not	highlighted,	revealing	the	need	for	more	compre-
hensive	approaches	combining	social	purpose	and	
environmental	objectives,	such	as	the	thermal	rehabili-
tation	of	buildings.	According	to	the	report	conducted	
by	Preqin,	of	all	transactions	carried	out	between	2013	
and	2016	by	British	infrastructure	funds,	30%	were	
related	to	the	social	sector	–	second	only	to	renewable	
energy	(47%)13.

    Some transactions are linked to activities that are still barely covered by the EU Taxonomy. This	is	parti-
cularly	the	case	for	projects	related	to	liquid	fossil	fuels,	roads,	and	airports.

13 Preqin,	The	UK	Infrastructure	Market,	2016

Amount
(€bn)

Number of
transactions

Nature of the
transactions

3.5

7.2

15.8

217

177

110

School
buildings

Hospitals

Roads

Source:	Novethic
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Renewable energy in the lead

Projects	dedicated	to	renewable	energy	are	popular	with	infrastructure	funds,	with	a	preference	for	solar	and	wind	energy	
(>75%	of	transactions	combined).	Moreover,	the	maturity	of	these	technologies	is	demonstrated	by	the	majority	of	project	
transactions	in	the	“secondary	stage”	(See p. 20):	about	twothirds	for	solar	and	wind.	In	third	place	are	projects	dedicated	to	
bioenergy	–	or	those	with	the	most	Greenfield	project	transactions	(>50%)	-	meaning	they	are	at	the	development	stage	(see 
p. 20).	Almost	all	of	these	transactions	come	from	green	funds	(>	90%	of	the	transactions	and	>80%	of	the	amounts	invested).

The	importance	of	renewable	energy	projects	in	the	panel	is	also	reflected	in	the	importance	of	so-called	“green”	electricity	
distribution	infrastructure	projects.	

Concerning	energy	efficiency,	it	is	mainly	found	in	projects	categorized	as	“Clean	Technology”,	which	are	typically	lighting	
efficiency	projects.	There	are	also	a	dozen	energy	storage	projects	in	this	category.

Rail transportation

Priority	is	also	given	to	rail	transportation	with	the	construction	of	railways	and	railway	rolling	stock.	This	puts	the	sector	in	
second	place	after	renewable	energy	in	many	deals.	In	addition,	almost	half	of	the	transactions	involve	new	projects	in	the	
development	stage.	Regarding	the	fund	profile,	the	vast	majority	are	Diversified	funds	with	61	transactions	totaling	€22bn.

 Renewable energy production at the top of the list
The	nature	of	infrastructure	projects	makes	it	possible	to	analyze	them	through	the	prism	of	the	EU	Taxonomy’s	sustainable	
activities.	Nonetheless,	the	information	available	on	each	transaction	remains	limited.

*		The	presence	of	this	sector	is	due	to	the	fact	that	it	groups	transactions	relating	to	investments	in	companies	with	energy	production	activities	combining	different	
renewable	energy	sources,	with	electricity	cogeneration	and	heating/cooling	activities	via	renewable	energy,	or	related	projects	such	as	energy	storage	or	energy	
engineering	related	to	renewable	energy.

Source:	Novethic

Top 10 sectors covered by the EU Taxonomy in the transaction panel

Transactions Amount (€bn) Country Leaders Objective 
(and type of contribution)Sectors

Wind Energy

Solar Energy

Biomass Plant

Combination of renewable energy*

Railways

Green Electricity Distribution

Clean Technology

Waste to Energy Conversion

Hydropower

Rolling Stock

737 10.7 183
121

Mitigation	(Own	performance)

680

74

58

52

44

39

32

25

23

36.7

1.7

5.3

14.8

11.8

0.1

3.3

1.0

9.1

313
156

48

22
12

14
14

17
9

23
5

23

6
6

9

Mitigation	(Own	performance)

Mitigation (Own	performance	 
and transition activities)

Mitigation	(Own	performance,	 
enabling	and	transition	activities)

Mitigation	(Enabling	activities)

Mitigation	(Own	performance,	 
enabling	and	transition	activities)

Mitigation	(Enabling	activities)

Mitigation	(Own	performance)

Mitigation (Own	performance	 
and transition activities)

Mitigation (Enabling	activities)
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 A majority of transactions involve existing infrastructure
Investments	in	green	infrastructure	are	aligned	with	the	European	infrastructure	funds	market	and	therefore	focus	very	little	on	
new	equipment	or	technologies.

The	majority	of	 taxo-compatible	Green	 Infrastruc-
ture	Fund	projects	are	categorized	by	Preqin	as	 in	
“Secondary Stage”,	meaning	they	are	fully	operational	
and	require	no	investment	for	their	development.

About	a	third	of	the	assets	are	Greenfield. These are 
projects	that	do	not	yet	exist	and	for	which	investors	
finance	the	design,	construction,	maintenance,	and	
operation.

Finally,	a	small	minority	of	assets	are	Brownfield. These 
are	existing	assets	that	require	improvements,	repairs,	
or	expansion.	The	infrastructure	is	generally	partially	
operational	and	can	already	generate	revenue.

According	to	figures	collected	by	Preqin	on	the	global	European	funds	market,	the	share	of	Greenfield	transactions	involving	
institutional	investors	went	from	43%	in	2010	to	30%	in	2019.	In	number,	Greenfield	transactions	increased	only	marginally	
(from	252	to	291)	while	Secondary	Stage	transactions	more	than	doubled	from	287	to	66814.

FOCUS ON WATER-RELATED SECTORS

The infrastructure sectors related to water treatment and distribution 
do not appear in this ranking because of the small number of financed 
projects (28 transactions in total for 3 different sectors). On the other 
hand, they are very significant in terms of weight and volume of invest-
ments (about €5 billion on average for water distribution and €1.4 billion 
for water treatment). The water distribution sector is second in terms of 
the amount invested (€36.9 billion in total), just ahead of wind power.

However, as specified in the case of water distribution and treatment 
activities for listed companies (see Novethic study “European Green Funds 
and the EU Taxonomy: The Great Challenge”) this sector’s ranking could be 
downgraded if the eligibility thresholds are applied allowing this type of 
infrastructure to be compatible with the carbon neutrality commitment.

14  https://realassets.ipe.com/infrastructure/greenfield-infrastructure-investor-appetite-goes-from-red-to-amber/10045388.article

Breakdown of transactions by project  
developmental stage

	Brownfield
	Greenfield
	Secondary	stage

62%

7%

31%

Source:	Novethic

https://www.novethic.com/sustainable-finance-trends/detail/european-green-funds-taxonomy-challenge-october-2020.html
https://www.novethic.com/sustainable-finance-trends/detail/european-green-funds-taxonomy-challenge-october-2020.html
https://realassets.ipe.com/infrastructure/greenfield-infrastructure-investor-appetite-goes-from-red-to-amber/10045388.article
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 Geographical Distribution
Infrastructure	investment	via	funds	is	a	specialty	of	UK	asset	
managers,	but	projects	may	be	located	in	other	countries.	
The	great	fragmentation	of	the	English	pension	fund	lands-
cape	is	one	explanation	for	this	phenomenon	since	they	do	
not necessarily have the weight necessary to directly invest 
in	infrastructure.
In	the	UK,	the	projects	are	mainly	solar-oriented.	On	the	
other	hand,	despite	the	large	share	of	bioenergy	projects	
(67%	in	Greenfield),	almost	three-quarters	of	the	transac-
tions	 are	 for	 Brownfield	 projects	 or	 projects	 in	 the	
Secondary	Stage.

In	comparison,	France	-	which	ranks	second	-	has	a	smaller	
share	of	bioenergy	projects	and	remains	positioned	on	
more	mature	technologies	(wind	and	solar)	but	with	a	larger	
share	of	Greenfield	projects	(40%).

Italy	is	in	third	place	by	number	of	transactions	and	accounts	for	nearly	80%	of	solar	energy	projects	with	almost	three-quar-
ters in the secondary stage.

In	fourth	place,	Germany	accounts	for	two-thirds	of	wind	projects,	which	are	mostly	in	the	secondary	stage.	On	the	other	hand,	
solar	projects	(20%	of	projects)	are	more	frequently	Greenfield.

Like	Italy,	Spain	has	almost	all	solar	energy	projects,	followed	by	wind	and	railway	projects.	However,	like	France,	nearly	40%	of	
the	projects	are	Greenfield.

If	we	ranked	project	locations	by total amount of investment,	the	United	States	then	enters	in	4th	position	on	the	Top	5	
with	€23.4	billion;	ahead	of	Spain	and	preceded	by	the	United	Kingdom	(which	maintains	first	place),	followed	by	France	and	
Germany.

However,	if	we	look	at	the	total	amount	invested	per	country	
in	new	projects	(Greenfield),	the	result	is	quite	different.

Almost	90%	of	the	amounts	allocated	to	France	come	from	
six	railway	transactions.

For	Taiwan,	98%	of	these	are	wind	projects	(4	transactions).

As	far	as	Germany	is	concerned,	almost	twothirds	of	the	
amounts	come	from	wind	projects,	and	the	last	third	mainly	
comes	from	electricity	distribution	projects.

The United Kingdom	has	mainly	wind	projects	 (35%),	
railways	(18%),	and	biomass/biofuel	plants	(15%).

Lastly,	the	amounts	for	Spain	mainly	come	from	railway	
rolling	stock	(62%)	and	solar	energy	infrastructure	(24%).

*Share	of	projects	for	which	the	amount	is	available	in	Preqin

Top 5 des pays de localisation des transactions 
Greenfield par montant total des transactions

Number of
transactions Amount (€bn) Availability of 

amount*

13.2

10.5

8.2

7.4

3.6

102

5

37

181

44

25%

60%

41%

46%

30%

*Share	of	projects	for	which	the	amount	is	available	in	Preqin

Top 5 countries tracking transactions  
by number of transactions

Number of
transactions Amount (€bn) Availability of 

amount*

699

258

200

181

116

63.1

15.6

6.4

24.9

12.4

32%

21%

20%

23%

30%

Source:	Novethic

Source:	Novethic
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Investment strategies for green infrastructure are insufficient to 
meet EU environmental objectives

   For	infrastructure	funds,	what	is	at	stake	when	deploying	the	EU	Taxonomy	is	not	really	
making	an	offer	that	is	already	green	by	nature	(given	its	strong	focus	on	renewable	
energy,	particularly	solar	and	wind	energy)	even	more	‘green’.	However,	this	would	make	it	
possible	to	better	articulate	this	environmental	approach	with	EU	environmental	targets,	
particularly	climate	objectives.

   The	focus	on	renewable	energy	leaves	blind	spots,	like	energy	efficiency,	and	shows	that	
investors	have	a	very	low-risk	approach	to	green	infrastructure	since	they	tend	to	focus	on	
mature	technologies	and	developed	projects.

   To	better	understand	an	overall	analysis	of	infrastructure	projects,	it	would	be	useful	to	
generalize	the	integration	of	ESG	criteria	in	the	management	of	this	asset	class.	Currently,	
this	is	in	its	early	stages.	Additionally,	positive	and	negative	impact	indicators	should	be	
measured.	For	the	moment,	the	most	advanced	approaches	are	using	the	SDGs	without	
there	really	being	a	framework	to	do	so.

   The	contribution	of	the	EU	Taxonomy	will	be	decisive	with	the	implementation	of	processes	
to	ensure	that	the	infrastructure	does	not	violate	the	Do	No	Significant	Harm	(DNSH)	
principle.	This	will	initiate	the	necessary	impact	measurement	analysis	needed	to	improve	
this	market’s	contribution	to	environmental	objectives.

   The	use	of	the	Taxonomy	and,	more	generally,	compliance	with	the	European	Union’s	
sustainable	finance	strategy,	could	have	been	seriously	questioned	by	Brexit.	But	on	the	
one	hand,	asset	management	companies	will	have	to	follow	these	standards	to	continue	
the	distribution	of	their	funds	in	Europe,	and	on	the	other	hand,	the	recent	launch	of	an	
ambitious	green	finance	policy	by	the	largest	asset	manager	in	the	sector,	Macquarie,	
suggests	a	strong	mobilization	on	green	infrastructure.

   The	EU	Taxonomy	coupled	with	a	clear	and	ambitious	public	environmental	policy	can	allow	
for	the	rapid	development	of	virtuous	circles,	as	demonstrated	by	the	Danish	example.

   The	challenges	facing	the	Green	Infrastructure	Fund	market	mostly	stem	from	a	lack	of	
understanding	of	the	transition	needs	required	to	assess	often	new	technological	choices.

Conclusion
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GREEN INFRASTRUCTURE FUND 
ANALYSIS METHODOLOGY

This	Methodological	Appendix	aims	to	present	the	methodology	for	identifying	and	selecting	green	infrastructure	
funds	as	well	as	the	methodology	for	analyzing	their	compatibility	with	the	EU	Taxonomy,	which	the	first	methodo-
logy	is	partly	based	on.

Preselection of infrastructure funds to be analyzed: 527	funds	totaling	€247.6	billion.

After the analysis :

I. PRESELECTION OF THE INFRASTRUCTURE FUND PANEL
Our	initial	panel	is	made	up	of	infrastructure	funds	preselected	based	on	two	types	of	criteria:

   Strategy criteria: The	Preqin	database	lists	funds	whose	ethics	(«Fund	ethos»)	is	being	environmentally	
responsible.	Therefore,	these	funds	were	preselected.

   Sectoral criteria by asset class: All	funds	investing	in	sectors	that	could	potentially	concern	activities	
covered	by	the	EU	Taxonomy	have	been	preselected	(even	if	their	«Fund	Ethos»	did	not	include	environ-
mental	responsibility).

Screening	was	then	carried	out	to	keep	only	the	funds	managed	by	companies	based	in	Europe1,	and	whose	
geographic	focus	is	Europe	or	«multi-regional».

Greenfin-labeled	infrastructure	funds	(the	only	sustainable	finance	label	for	unlisted	funds)	that	were	not	present	
in	the	Preqin	selection	have	been	added	here.

 This	initial	panel	is	made	up	of	527 funds.

II. IDENTIFICATION AND SELECTION OF GREEN FUNDS
The	objective	of	this	second	step	was	to	only	select	funds	with	a	real	environmental	strategy	(green	funds).	It	was,	
thus,	a	question	of	differentiating	them	from	funds	that	could	invest	in	environmentally	high-stake	sectors,	without	
this	being	an	important	part	of	the	strategy.

This	analysis	was	adapted	according	to	the	availability	or	unavailability	of	the	fund	portfolio.

1	European	Economic	Area,	Switzerland	and	the	United	Kingdom

Diversified FundsGreen Funds

Total number of funds	(total	amount	raised)

Number of funds analyzed in light of the  
EU Taxonomy	(total	amount	raised)

310 (€108.4bn)

194 (€83.3bn)

51 (€55.3bn)

51 (€55.3bn)
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A. Funds with unavailable portfolio – Multi-step selection process
(116 GREEN FUNDS CHOSEN FROM 252 ANALYZED FUNDS)

Multi-step	analysis:

1.  Greenfin-labeled funds:	All	Greenfin-labeled	funds	have	been	selected.	The	Greenfin	
label	is	the	only	green	finance	label	on	the	unlisted	market	that	validates	the	funds'	
environmental	strategy	by	verifying	a	minimum	share	of	the	fund	portfolio	aligned	with	a	
green	activity	benchmark.

2.  Semantic analysis of the label: Novethic	selected	funds	whose	name	contained	one	of	
the	keywords	present	in	a	pre-established	list	of	60	terms	frequently	encountered	in	the	
wording	of	European	funds	with	a	green	finance	label.	The	list	of	keywords	is	made	up	of	
terms	in	several	European	languages	(French,	English,	German,	Spanish,	Italian,	Portu-
guese,	Swedish,	Dutch,	etc.).	Certain	keywords	covering	themes	too	broad	for	a	green	
fund	panel	(‘sustainable’,	for	example)	were	not	retained.

3. Fund Ethos :	«	Environmentally	Responsible	».

4.  Primary Sector :	«Renewable	Energy»,	the	only	Primary	Sector	available	on	Preqin	that	
did	not	require	additional	analysis	(vs.	simply	«Energy»	or	«Diversified»).

5.  Analysis of fund communication	in	case	of	doubt,	especially	when	wording	contained	
the	keyword	“energy”	without	being	accompanied	by	the	terms	“clean”,	“green”,	“efficiency”,	
etc.

		In	all,	116 funds	(€25.9	billion	raised)	were	selected	based	on	putting	forward	a	green	strategy.

B. Funds with available portfolio – Taxo-compatibility analysis
(194 GREEN FUNDS CHOSEN AND 51 DIVERSIFIED FUNDS FROM 275 ANALYSIS FUNDS)

 		Out	of	the	275	funds	available	to	Novethic,	an	analysis	was	carried	out	to	assess	the	share	of	taxocompa-
tible	transactions.

 		The	database	used	(Preqin)	associates	a	sector	with	each	transaction	that	comprises	the	fund	portfolio.	
Each	transaction	usually	corresponds	to	an	infrastructure	project,	relating	to	a	specific	economic	activity.	
Given	the	difficulty	in	obtaining	more	information	on	these	transactions	that	fall	under	the	unlisted	
category,	the	taxo-compatibility	analysis	was	defined	based	on	two	levels	of	verification:

	 	 -		the	presence	of	the	activity	in	the	list	of	sustainable	activities	covered	by	the	March	2020	EU	
Taxonomy	draft,	and

	 	 -		compliance	with	the	technical	criteria	“principle”,	which	explains	the	framework	within	which	the	
activity	can	make	a	significant	contribution	to	one	of	the	environmental	objectives.

15  funds

68  funds

16  funds

7  funds

10  funds
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 		The	general	level	of	panel	transparency	did	not	make	it	possible	to	verify	the	thresholds	and	metrics	(for	example	CO2	
emission	thresholds)	defined	by	the	EU	Taxonomy,	therefore	these	have	not	been	taken	into	account.	Verification	of	
DNSH	criteria	and	minimum	social	guarantees	is	also	outside	the	scope	of	this	study.

 		Some	sectors	are	very	precise	so	that	correspondence	with	a	sustainable	activity	becomes	automatic	(e.g.	«Wind	
energy»,	corresponding	to	the	sustainable	activity:	Production	of	Electricity	from	Wind	Energy),	while	others	are	less	
direct	(e.g.	“Renewable	energy”).

 		For	the	sectors	which	could	not	be	directly	associated	with	one	of	the	Taxonomy’s	sustainable	activities,	an	individual	
transaction	analysis	was	conducted.	This	consisted	of	consulting	all	public	communication	and	specialized	press	based	
on	the	name	of	the	project.

 		We	then	deducted	the	taxo-compatible	share	of	each	fund,	defined	here	as	the	share	of	projects	(in	number)	eligible	for	
the	EU	Taxonomy.	This	methodology,	in	terms	of	the	number	of	projects	rather	than	the	amount	-	like	the	green	share	
defined	in	the	previous	Green	Unlisted	Assets	Study	(2018)	-	was	chosen	given	the	lack	of	available	data	concerning	the	
70%	of	transactions	in	the	database.

GREEN FUNDS AND DIVERSIFIED FUNDS

The analysis showed that 243 funds carried out at least one taxo-compatible transaction.  
The taxocompatibility analysis made it possible to differentiate the funds analyzed: 

 •  194 funds have at least 50% taxo-compatible transactions and are therefore quali-
fied as Green funds.

 •  51 funds have at least one taxo-compatible transaction but have a taxo-compati-
bility rate of <50%. After analyzing the documentation and public communications 
of the funds for which there was doubt about the promotion of an environmental 
strategy (Fund Ethos: Environmentally Responsible or Primary Sector: Renewable 
Energy), none of these funds were selected as Green funds. These funds are there-
fore qualified as Diversified funds and are subject to a differentiated analysis from 
Green funds.

 •  The 30 funds with no taxo-compatible transactions were analyzed using the same 
process as the funds with an unavailable portfolio. They have all been ruled out and 
are not subject to further analysis.
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