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T

he European Union has assigned itself ambitious energy and climate
objectives and an action plan for sustainable finance. However,
there are very few figures on financial products that target both
objectives.  For this reason, Novethic, with the support of ADEME, has
evaluated in 2017 the listed green funds market in Europe before
analysing the unlisted green funds market, in this study.

This work is all the more useful given that an increasing number of
institutional investors are looking to diversify their investments in
unlisted funds like infrastructure and real estate. Some of them are
interested in green funds, and more specifically, in the renewable
energy and energy efficiency sectors.
Identifying and qualifying the environmental nature of these funds is a
challenge because there are very few available databases and targeted
funds publish very little reporting, with the legal document and financial
information being most often reserved for investors.
The objective of this study is to evaluate the amounts invested in unlisted
green assets across various funds, whether they clearly display a green
position or not, thus allowing us to evaluate the characteristics and the
opportunities related to this mode of green financing. In France, the
TEEC (“Energy and Ecological Transition for the Climate”) label, audited
by Novethic, guarantees the environmental quality of funds, and today,
unlisted financial products comprise more than half of the funds with a
TEEC label.
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UNLISTED GREEN FUNDS IN EUROPE
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TOP 10 asset management companies (in €M)
Macquarie Infrastructure and Real Assets

4 000

BlackRock

3 402

Copenhagen Infrastructure Partners (CIP)

3 186

First State Investments

2 100

PERIAL Asset Management

1 973

Greencoat Capital

1 960

Cube Infrastructure Managers

1 830

NextEnergy Capital

1 474

InfraRed Capital Partners

1 441

Marguerite Adviser

1 410

TOTAL

22 776
Source: Novethic
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KEY POINTS
 he study identifies 223 environmental funds in Europe that total €57.6 billion
T
in unlisted green assets. These various funds (infrastructure, investment capital,
real estate, forests…) have been quantified for the first time through the lens of
both environment and Europe. Most funds are fairly recent and testify to the
influence and momentum initiated by the Paris Agreement. Subsequently, a peak
of €12 billion in fundraising across 35 funds was recorded in 2016.
 reen funds represent less than 10% of unlisted European funds but their
G
share remains more important than that of listed green funds (less than 1% of
European funds). Raising on average €5 billion per year, unlisted European green
funds meet a small fraction of the additional investment needs for the energy and
ecological transition. The European Commission estimates these needs at more
than €180 billion per year by 2030.
Funds focused on renewable energy take the lion’s share with more than €26
billion in invested assets across 122 funds. The detailed analysis of unlisted
funds shows that this type of fund has the tendency to be invested by up to 100%
in these specific green technologies.
 ssets are becoming more diversified. On one hand, specialised funds can be
A
found in emerging technology or domains like smart cities, which are all seeking
higher returns to reflect the risks taken by investing in innovative projects. On the
other hand, one can also find funds offering lower returns that put greater emphasis
on refinancing existing assets in very mature production, such as onshore wind
farms. This second category represents more than half of the study panel.
 espite growing interest, demand for unlisted green financing remains
D
weak on the investor side. The attractiveness of products dedicated to renewable
energies is based more on their economic and financial performance. Subscribers
to these unlisted funds are not very demanding on the quality of environmental
reporting, whether it is in relation to avoided emissions or installed capacity. Only
the EIB has these kinds of requirements, as well as a handful of highly committed
climate investors.
 ountry leaders in the management of unlisted green funds are the United
C
Kingdom, remotely followed by France and even further, Germany. These
countries also concentrate the majority of renewable energy and energy efficiency
projects financed. It is not necessarily the dominant operating method in Nordic
countries, which are advancing rapidly in their energy transition, but rather in the
context of direct financing.
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THE EUROPEAN UNLISTED
GREEN FUNDS
The market for unlisted funds is small and reserved for institutional investors, given its characteristics marked by risk
and illiquidity. According to data from Preqin, a data solution service specialising in alternative management, the European market represented €882 billion as of December 31, 2017 when combining all the funds. This included those
invested in tangible assets or simply engaged in pending investments.

Volume breakdown by asset class1 (in € bn)

126

10

Capital investment funds
Infrastructure funds
Real estate funds
 “Natural resources” funds (including
forests)

131

615

The volume of unlisted funds remains
modest compared to European listed funds
(€11.867 billion), but momentum is growing.
According to Preqin, this market represents
consolidated fundraising of €53 billion in the
first quarter of 2018, i.e. 30% of the total
amount raised in 2017 (€184 billion), which
indicates an acceleration in their attractivity.

The growing importance of ESG criteria in unlisted asset
management
Initially developed for listed markets, the analysis of companies as well as other types of assets based on environmental, social and governance (ESG) criteria is starting to gain ground. The rise in climate risks, as well as the threats
emanating from the rejection of infrastructure projects by local communities, have favoured the development of an
ESG analysis adapted to unlisted markets.
According to figures provided by the Principles for Responsible Investment (PRI)² based on the annual survey of the
group’s 1600 signatories, more than ¾ of the investment managers currently active in private equity or infrastructure
have reported adopting certain responsible investment practices.

1 Source: Preqin Markets in Focus: Alternative Assets in Europe, June 2018. Capital investment funds include here private equity and private debt.
2 Principles for responsible investment, launched by the United Nations in 2006, that encourage investors to integrate ESG dimensions into portfolio management
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Proportion of management companies having directly invested in a given asset class and having declared piloted
certain responsible investment practices in the relevant asset class

Source: PRI Blueprint 2017

Unlisted funds are primarily based on an ESG analysis conducted on a case-by-case basis, directly seeking information
from companies or project leaders. It is then used to encourage improved practices, most often in the form of side
letters that supplement the legal and financial requirements of the relationship between project leader and investor.

Infrastructure funds are going green
According to a global IPE Real Assets survey3 on infrastructure investors, 59% consider renewable energies as the best
investment opportunity in 2017 and in 2018. This is followed by water (34%). Moreover, the Novethic study4 on green
investment by top French institutional investors confirms this trend in France. While the overall proportion of their
green assets does not exceed 1.07%, it exceeds 25% for infrastructure investments. This promise of development, is
completed by another promise, which is that of the €56 billion that was already raised by the end of 2017 but not yet
invested. Therefore, this could possibly be dedicated to green assets.
According to several studies (ADEME 20185, Lazard bank6, etc.), the most mature renewable energies are particularly
attractive investments as they are competitive. The cost of producing solar energy is down 86% over 8 years and 67%
for wind energy. This global phenomenon is inevitable according to Bloomberg New Energy Finance, which estimates
that the share of renewable energies will go from 38% to 66% of the total installed capacity between 2015 and 2040.

3 Institutional Infrastructure Survey 2018
4 Source: Novethic, October 2018 173 Shades of Reporting Season 2
5 ADEME, Trajectories for the evolution of electricity mix for 2020-2030, December 2018
6 Lazard’s levelized cost of energy analysis, 2017
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Are green unlisted funds meeting
financing needs?
With €57.6 billion, the European green fund market represents 6.5% of total unlisted funds. This remains very little
compared to the financing needed to achieve Europe’s energy and ecological transition.
The objectives of the European Union will develop new markets.
By 2030, it seeks:
To reduce greenhouse emissions by 40% (vs. 1990)
To set the share of renewable energies to at least 32% of EU energy consumption
To increase energy efficiency by at least 30%
To reduce its countries’ dependence on fossil fuels and energy imports
According to EIB data7, the annual financing needs evaluated to achieve these objectives are close to €300 billion for
the transport, water treatment, waste and energy sectors alone.

ANNUAL INVESTMENT NEEDS FOR SUSTAINABLE DEVELOPMENT IN THE EU (€ BN)

80

TRANSPORT

80

48

WATER & WASTE

90
130

ENERGY

Current

100

Required

Source: European Commission Action Plan - Financing Sustainable Growth, March 2018

To operate at level, it is necessary to combine contributions from public banks and private financing. Funds dedicated
to energy transition often benefit from this type of co-investment but, as it stands currently, the amounts mobilised by
unlisted green funds, much like listed funds, do not meet these needs. The introduction of a European classification
system and new tools such as an Ecolabel should facilitate this development.

7 “Restoring EU competitiveness”, 2016 (for the period extending from 2014 to 2030)
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Main trends from unlisted green funds
To build a database of 223 unlisted green funds on a European scale, the Novethic team carried out important data
collection and analysis work in conjunction with approximately fifteen interviews with various professionals from the
unlisted sphere (asset managers, public and private institutional investors).
The main difficulty of the exercise was linked to the scarcity of public information and its lack of homogeneity.

Fund classification and definition of the study panel
These 223 funds are those for which the number of financed green assets (projects or companies) totals at least 50%
of assets. These include:
203 funds clearly showing their environmental positioning in investment wording or strategy
 20 funds for which more than half of financed assets are green, with no specific mention in their wording
and/or public documentation.
In order to judge the «green» quality of an asset, Novethic relied on the classification created for listed funds, based
on five green investment “themes”.

Renewable
energy

Climate/Energy
Transition

Water

Environment

Sustainable

Source: Novethic

These «themes» correspond to the primary direction of the funds’ investment strategy. In more detail, they include
one or more green «sectors». The thematic breakdown made by Novethic qualifies these funds (see page 19):
R
 enewable energy: this is a simple theme, since it concerns only the renewable energy sector, all
technologies combined.
C
 limate/Energy transition: this theme brings together the renewable energy sector as well as the energy
efficiency, green building, transport and carbon capture and storage (still at an early stage) sectors.
W
 ater: the water theme here corresponds to the water treatment sector.
E
 nvironment: this theme covers the sectors of previously mentioned themes as well as the sustainable
agriculture, forestry, waste and pollution control, and soil rehabilitation sectors.
S
 ustainable: this theme is the broadest. The funds classified in this theme invest in one or more green
sectors mentioned above as well as in sectors with a clearly marked social dimension (for example, health,
education, etc.).
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Main characteristics of the
unlisted green funds market
Number
of funds

Theme
Renewable energy

122

Climate/Energy transition

47

Sustainable

23

Environment

30

Water

1

TOTAL

223

The renewable energy theme dominates the panel as it
represents half of the funds and assets under management
(AuMs) (€27 billion). This is a reverse trend to that of listed
funds where the share of renewable energies is much
lower than that of water and environment funds. Logically,
these last two themes are the least represented for the
unlisted funds panel, with a total amount of 1% and 13%
respectively.
The study also makes it possible to determine trends in
the various technologies invested in the renewable energy
sector, but also in energy efficiency, and more broadly, in
the environmental theme.

Source: Novethic

Volume breakdown by theme

Water
Environment

13%

1%

Renewable
energy

46%

Sustainable

THE PRONOUNCED FOCUS OF GREEN FUNDS

14%

Novethic also sought to assess the green intensity of
funds. Thus, of the 223 green funds:
Climate

25%

Source: Novethic

green intensity of funds

Not identified

15%

Full green

73%

Green focus

12%

1
 59 funds can be described as full green in the
sense that 100% of the assets they hold are green.
It can be observed that unlisted funds have an average
green allocation that is much more stringent than that of
listed funds. For example, of the 159 unlisted full green
funds, 117 invest exclusively in the renewable energy
sector.
2
 5 funds can be characterised as having a green focus:
the proportion of green investments (in number of
lines) is between 50% and 99% of the asset portfolio.
It should be noted that only six funds in this category
are listed as green in the wording of their name or in
their investment strategy (including two TEEC-labelled
funds): UBS Clean Energy Infrastructure Switzerland,
ASN Groenprojectenfonds, FCPI Ecotechnologies, City
of Tomorrow, SCOR Infrastructure Loans III (TEEC label),
and BRIDGE IV Senior Energy Transition (TEEC label).
3
 9 funds could not qualify under a greenness criterion
since they have not yet started investing (6 funds) or too
little information is available on the assets held in the
portfolio.

Source: Novethic
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Distribution of the number of funds according
to their proportion of green projects

1

Among the 25 green focus funds, a majority of funds
have a share of green projects comprised between 50%
and 80% for each fund (number of green investments
compared to the total number of the fund’s investments).

9

8

INFRASTRUCTURES, PRIVATE EQUITY, …
WHICH ASSET CLASSES DOMINATE?

50% - 60%

7

60% - 70%
70% - 80%
90% - 99%

Source: Novethic

breakdown by number of funds
per asset class

2%
Forests 2%
Real estate 4%

Private Debt

Infrastructure/PE

Private Equity

4%

12%

Infrastructure

76%
Source: Novethic

The predominance of infrastructure funds is observed,
even though the line between them and conventional
private equity is not always easy to decipher. For example,
funds managed by Cube Infrastructure Managers, Impax
AM and Omnes Capital mix the two strategies. Their goal
is primarily to be present in the capital of developers or
promoters behind green infrastructure projects. This
facilitates their access to project pools and allows them
to actively participate in the organic growth of companies
and assist them in their development, particularly in their
internal ESG best practices.
There is a greater degree of green intensity for funds
investing in real assets such as infrastructure, real estate
and forest assets, whose contribution to the energy and
ecological transition is much more obvious than for funds
financing unlisted companies, less likely to offer verifiable
environmental features. In fact, unlisted companies
whose activity can be described as 100% green remain
rare. Thus, out of 159 full green funds, almost all (94%)
are real assets funds.
Regarding real estate, many asset managers highlight
energy performance monitoring for assets and
improvement objectives. Thus, in France, according to
the OID (French Observatory on Sustainable Real Estate)
Barometer 20178, «half of the real estate listed companies
have public targets to reduce GHG emissions», and these
«voluntary reduced energy consumption objectives
have been established for 2020 as being between -20%
and -40% and between -30% and -70% for 2030». That
said, there are few funds with minimum environmental
performance targets for selected assets or specific
performance improvement targets, which clearly
qualify them as green funds. Funds meeting this type of
requirement only represent 4% of the volumes.

8 OID Barometer (Observatory of Sustainable Real Estate) on the “Energy and Environmental Performance of Commercial Buildings,” Edition 2017
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MARKET EVOLUTION OVER THE PAST 10 YEARS
In general, the life cycle of a private equity or infrastructure fund revolves around several key periods:
S
 ubscription or Fundraising: the fund may announce one or more specific periods during which it is
possible to subscribe into the fund.
Investment: period during which the management company looks for companies or «target» projects in
which to invest. It then calls for funds from limited partners (institutional investors) who came forward
during the subscription period.
D
 etention: once the investments have been made, the management company monitors them for a variable
period ranging from 5 years (for private equity funds) to 12 years (for infrastructure funds).
D
 ivestment: proposal and execution of asset sales.
The pace for unlisted fundraising generates some year-to-year volatility. However, two strong trends stand out: a mini
bubble in 2008 - also noted on listed green funds - and a revival since 2014 (yearly asset volume raised exceeding
€6.6 billion). The adoption of the Paris Agreement in December 2015 had a ripple effect in 2016, both in terms of
amounts raised (€12 billion) and number of funds having completed their final round of fundraising (35 funds). Since
then, fund closings have continued to increase, despite a slowdown in the amounts raised.
In all, the size of the green fund market for unlisted assets reached €57.6 billion, nearly twice as much (1.8 precisely)
as the total AuM for listed European green funds.

evolution of the number of funds and amounts raised

43

Amount raised by new funds (€bn)
Amount raised in previous years (€bn)

35

 Number of funds having closed fundraising per year

34

8

8
21
17
13

12

2008

6

8

5

3

12

4

2
3
2009

12

7
3

39

2

1

2

6

7

9

12

14

2010

2011

2012

2013

2014

21
2015

47

27

2016

2017

2018
Source: Novethic
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MAIN ASSET MANAGEMENT COMPANIES HOLDING UNLISTED GREEN FUNDS

Top 10 Asset Manager

Number of funds

Volume of green funds (€M)

Macquarie Infrastructure and Real Assets

1

4 000

BlackRock

4

3 402

Copenhagen Infrastructure Partners (CIP)

3

3 186

First State Investments

1

2 100

PERIAL Asset Management

1

1 973

Greencoat Capital

4

1 960

Cube Infrastructure Managers

2

1 830

NextEnergy Capital

3

1 474

InfraRed Capital Partners

2

1 441

Marguerite Adviser

2

1 410

TOTAL

23

22 776
Source: Novethic

The ranking is dominated by the major players in infrastructure financing: Macquarie, BlackRock and Copenhagen
Infrastructure Partners. There are few private equity market players with green or sustainable investment expertise
such as Demeter, Glennmont Partners... Today, unlisted projects are therefore very popular, and the competition is
potentially fierce for small management companies, which are also facing large industrial groups like Total who can
buy and absorb smaller industrial project promoters.

Data comparison of green funds for listed assets
and unlisted assets
Unlisted Green Assets
THEME
Available panel

Listed Green Assets

Number of funds
223

AUM (€ M)*
57 550

Number of funds
176***

AUM (€ M)**
32 250

Renewable energy

122

26 715

8

340

Climate/Energy transition

47

14 671

22

3 993

Water

1

478

18

11 301

Environment

30

7 753

74

10 590

Sustainable

23

7 933

26

3 108
Source: Novethic

*Last figures for the amounts raised reported on 14/12/2018
**On 31/12/2017
***The low carbon theme is comprised of 28 funds (€2.72 bn), this category was not considered in the present study
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CONCLUSION
EUROPEAN UNLISTED GREEN FUNDS: A PROMISING NICHE
THAT REMAINS INSUFFICIENT
The study conducted by Novethic, with the support of ADEME, has identified a
drive in unlisted green funds which have been growing rapidly since 2014. The
market has more than 220 funds with diversified profiles, be it for the proposed
asset classes, the invested green technologies or the financial profiles (risk/return
profile for funds), totaling nearly €60 billion.
This market is a very useful source of green financing for Europe at a time when
public support measures for renewable energy in Europe are drying up (reduction
of subsidies and purchase tariffs) and the number of private contracts for electricity
resale are increasing. This context exacerbates competition for the most attractive
projects and drives management companies to increasingly innovate.
However, it is necessary to qualify this information because the financing needs
of a low-carbon economy remain significant. Some experts point out the lack
of creativity within management teams, which does not allow them to define
truly disruptive solutions to address this climate emergency. It therefore seems
essential to devote more resources and time to the development of intelligent
solutions and to the identification of projects that are financeable and exploitable,
combined with environmental reporting to assess the impact of such financing.
The massive mobilisation of financial flows for the benefit of the green economy is
yet to come. On the one hand, it is necessary to better identify projects of all kinds
within various European countries and, on the other hand, be able to evaluate
their environmental qualities. The implementation of the European Commission’s
Sustainable Finance Action Plan is expected to bring new developments to this
emerging market. The publication of a standardized classification system of green
activities will probably make it easier to direct financial flows towards the energy
and ecological transition. It is also necessary for investors to strengthen their
green financing strategies to make green assets a full category in their allocation
strategy, and not just a simple diversification niche labeled as “green”.
At the international level, initiatives are multiplying to stimulate green financing. The
latest initiative was created in mid-January 2019. The Climate Finance Leadership
Initiative (CFLI), co-founded by Michael Bloomberg and executives from AXA,
HSBC, Macquarie Goldman Sachs, Enel, and the Japanese sovereign fund GPIF,
has set the goal of increasing the volume of climate change-oriented funding to
scale rapidly to the level of need, especially funding geared toward infrastructure
in emerging countries. «The more we can accelerate project investment, the more
we can create jobs and reduce the health and economic risks associated with
climate change,» stated the press release for the initiative’s launch.

14
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DETAILED ANALYSIS

The environmental qualities of green funds
Large European public investors are the top clients
The Novethic study was able to point out the key role of sponsors such as the EIB, which invested in 40 funds identified
in this study, with an average holding of €57 million and almost a quarter of the holdings in unlisted green investments.
In France, major public actors including Caisse des Dépôts group, BPI France, ADEME and the Pension Reserve Fund,
participate in 21 of these funds. In general, 58 of the identified funds include participation from one or several public
European financial institutions, such as KfW Germany, FMO in the Netherlands and Cassa di Depositi in Italy.

Investment themes dominated by renewable energy
Themes

Amount raised (€ M)*

Number of funds

Average size of funds (€ M)*

Renewable energy

26 715

122

259

Climate/Energy Transition

14 671

47

358

Sustainable

7933

23

467

Environment

7 753

30

323

Water

478

1

478

57 550

223

309

TOTAL

*latest reported amount as of 14/12/2018
Source: Novethic

RENEWABLE ENERGY
The 122 funds under the theme of renewable energy represent, with nearly € 27 billion, almost half of the amount
raised by unlisted green funds (47%). They are very homogeneous in their composition: 117 are classified as full green
and 2 are classified as green focus.

CLIMATE/ENERGY TRANSITION
The 47 Climate/Energy Transition themed funds total €14.7 billion and represent 1/4 of the total market. The
characteristics of these funds are more varied. The proportion of green assets remains above 50% even if they include
certain non-green investments (e.g. road concessions and natural gas utilities). Also included is the PFO2, a real estate
fund from the French Perial AM.

ENVIRONMENT AND WATER
The 31 funds under the environment or water themes represent a total volume of €8.2 billion, or 14% of the total market,
while this theme largely dominates the offer of listed funds. The largest is the Macquarie European Infrastructure Fund
5, which alone totals €4 billion. There is only one fund dedicated to water: Dalmore Infrastructure Investment.

SUSTAINABLE
23 funds combine green investments with other social value-added themes. They total €7.9 billion and all are classified
as green focus because of the variety of the themes in their portfolios. Social value is understood in a broad sense
by fund managers. Thus, beyond traditional social infrastructure such as schools, hospitals or courts, certain players
such as Cube Infrastructure Managers or Zencap AM classify fiber optic facilities, telecommunications, or even roads
under this category.
Europe : promising trends in unlisted green funds • January 2019 • Novethic in partnership with ADEME
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Unlisted green funds more or less diversified
according to country
Based on country of management, the United
Kingdom (UK) comes out first, even if the
investment projects are not necessarily located
in the UK. France is in second position in number
of funds, with lower asset volumes.

Country of management
company
United Kingdom
France
Germany
Finland
Netherlands
Luxembourg
Switzerland
Spain
Italy
Ireland
Denmark
Others

British and German funds are mainly focused
on renewable energy infrastructure, but the
breakdown by theme is more balanced for French
funds. French funds are evenly distributed across
Renewable Energy, Environment (including
private equity funds managed by Demeter and
soil rehabilitation funds managed by Brownfields
Gestion), Climate and Sustainable themes. In
addition, French funds account for the majority
of green private equity funds (9 in total, including
4 under sustainable theme funds and 2 under
climate theme funds).

Number of funds

Size of funds
(€ M)

82

25 888

54

9 008

22

3 548

12

1 187

9

2 287

9

4 679

9

1 871

6

76

5

1 501

5

3 652

5

3 272

583
5
The significant position of Ireland and Denmark
in the asset class ranking is due to two major
223
57 550
Total
actors: BlackRock (93% of AuMs in Ireland) and
Source: Novethic
CIP (97% of AuMs in Denmark). The modest
ranking of the Netherlands and Nordic countries
is linked to the fact that investments by large institutional investors in unlisted green assets are made directly or via
international funds. Thus, according to the list of the top 100 investors in infrastructure published at the end of 2018
by IPE, 4 are Dutch, for a total infrastructure of approximately €22 billion, and 12 are Nordic, for approximately €21
billion. In both cases, it is difficult to determine the percentage of green funds represented.

In France, the TEEC label guarantees environmental quality
Launched at the end of 2015, the Energy and Ecological Transition for the Climate (TEEC) label guarantees the
transparency and quality of the environmental characteristics of the financial products to which it is granted. As such,
the label is of interest to institutional investors as part of their green financing strategies.

Themes

Volumes Managed (€ M)

Number of funds*

Average size of funds (€ M)

Renewable energy

1 446

7

207

Climate/Energy Transition

1 207

5

241

Environment

100

1

100

Sustainable

216

1

216

2 969

14

212

Total

*On 14/12/2018
Source: Novethic
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Nine asset management companies (eight in France and one in the United Kingdom) share the management of the 14
TEEC-certified unlisted funds in Europe. In total, these funds represent €3 billion in amounts raised.
volume breakdown by theme

8%
50%
Renewable energy
 Climate/Energy
Transition

42%

Sustainable

Most TEEC-certified funds are infrastructure
funds under the Climate/Energy Transition
or Renewable Energy themes. Only one
fund is classified as Sustainable given
the social dimension attributed to some
of its investments in telecommunication
infrastructures (fiber network, data centers).
The Paris Fonds Vert private equity fund
managed by Demeter Partners falls under
the Environment theme, particularly because
of its ambition to support SMEs in the area of
innovative waste .

Source: Novethic

Since 2014, there has been very significant growth in the number of TEEC-certified funds that closed their fundraising
each year. There has been a twentyfold increase in the amount raised.
evolution of amounts raised by TEEC-certified funds

14

 Amounts raised by new funds (€M)
Amount in previous years (€M)

9

Number of funds

1
60
2014

5

3
60

553
307
2016

247
2015

Launch of TEEC label

1 173
2,9 bn

936
1 796
860
2017

2018
Source: Novethic

Sector analysis and focus on renewable energy for TEEC funds
A more detailed investment analysis shows that the most represented sector is by far that of Renewable Energy
with 11 funds invested, followed by Energy Efficiency (with 4 funds investing in storage and cogeneration) and
transportation (1 fund invested in freight systems). In total, the funds’ investment amounts in renewable energy
technologies total €1 billion.

Environmental Indicators
Tonnes of CO2 avoided
Installed capacity
Annual production displayed by the equivalent
in homes powered
Energy savings attributable
to energy efficiency

Number of funds
8
4
3
2
Source: Novethic

Measuring Impact
TEEC-certified funds must produce at
least one environmental performance
indicator.
Certain funds reference social indicators.
For example, Demeter Partners or Acofi
Gestion publish information on the number
of jobs created, the amount of the company’s
portfolio invested in research & development
and innovation, and the number of companies
recycling their waste.
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Emerging demand for greater transparency and impact
measurement
Institutional investors with responsible investment policies are increasingly turning to unlisted funds and therefore
want to see a minimum standard for transparency and use of indicators in the management reports addressed to
them, starting with the European Investment Bank (EIB). Since 2017, SWEN Capital Partners has introduced a climate
meeting clause to its «primary» operations, which requires an inventory from each contracted management company
on the climate strategy of asset managers, 18 months after the initial investment. The first meetings, scheduled for
March 2019, will help gauge the level of commitment and the quality of the efforts made.
The Carbon Initiative 2020, supported by the PRI and France Invest, also invites capital investment players to implement
responsible and transparent management of the CO2 emissions of companies in which they are shareholders. The
roughly 20 signatories are committed to measuring the carbon footprint of company portfolios and to publishing a
report in 2020.
Non-listed fund managers nevertheless point to the difficulty of implementing the standardised measures
recommended by the PRI, GRESB or the TCFD, given the weak nature of the data available to them. This is why the ACT
(Assessing Low Carbon Transition) methodology developed by ADEME is a valuable tool. Created in conjunction with
the CDP9, it aims to assess the ability of companies, particularly unlisted SMEs, to cope with the transition to a lowcarbon economy via sectoral benchmark. This methodology was launched in 2017 and tested with over 60 companies
of all sizes. It integrates the nature of a company’s commitments, the means implemented, and their climate risk
management and transparency in terms of carbon performance, all for the purpose of continuous improvement.
At this stage, climate remains the best addressed theme, while references to the Sustainable Development Goals
(SDGs) remain extremely rare.

Private equity funds also participate in the energy transition
Private equity funds tend to arrange their unlisted company portfolios thematically to meet new demands for
traceability.
For example, Bpifrance contributed €7.7 billion to energy and environmental transition projects through its investment
and financing activities with companies in France between 2013 and 2018. According to Philippe Kunter, Director of
Corporate Social Responsibility & Sustainable Development at Bpifrance, «we have observed a very strong rise in
importance of these subjects. The investment growth was + 20% between 2016 and 2017».

9 International non-profit organisation that holds the world’s largest database on the environmental performance of cities and businesses.
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Analysis by sector and green asset technology
This part of the study is devoted to the analysis of portfolio composition for projects or companies, broken down by
«sector». This makes it possible to determine the green technologies actually financed.

Number of funds
investing in each
sector

SECTORS & TECHNOLOGIES
Renewable Energy

156

Biofuel

Small
to
Biomass Hydropower
Hydropower Geothermal Waste
energy

Thermal solar

PV solar

Marine

Onshore
wind

Offshore
wind

Energy Efficiency
41

Storage

Cogeneration

District heating (and cooling)
networks

Smart grid

1

Carbon capture & storage

8

Green building

12

Rail transportation and freight systems

Public transportation systems

Water treatment

7

Agriculture/forests

5

Lighting
efficiency

Services related to
the energy transition

Transportation

3

7

Transmission and
distribution

Eco mobility

Waste/pollution control
Waste management

Pollution control

Soil rehabilitation
Source: Novethic

Renewable energy and energy efficiency account for the majority of investments (see following pages).
Concerning transportation, €380 million was invested in rail infrastructure and freight systems by a British Equitix
fund in the United Kingdom and by a Scor Investment Partners fund invested in France. There are also 3 funds
financing solutions related to water treatment and management, totalling €1 billion: wastewater treatment in
Scotland (John Laing Environmental Assets Group), construction of the London «super sewer» (Dalmore Infrastructure
Investment) and investment in a French private company (Frasie) specialising in water treatment and industrial
wastewater (Quaero European Infrastructure Fund).
Waste management and pollution control are targeted by 7 funds managed in France, the United Kingdom
and Luxembourg, either by financing real assets such as the processing, recycling, transformation and recovery of
waste (notably the East London Authority Waste projects or Wakefield Residual Waste Treatment Facility), or through
investments in unlisted companies like Lactips (a French company based in the Loire region which has developed
thermoplastic granules based on biodegradable milk proteins).
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The French Brownfields Management and the Swiss Ginkgo Advisor have developed funds entirely dedicated to soil
rehabilitation and remediation, primarily in Belgium and France, which total €629 million in raised funds.
Finnish management companies stand out with four funds specialising in sustainable forest management and
planning of timber extraction rates, mainly in the woodlands of Northern Europe and Eastern Europe.
Lastly, three French funds and one Dutch fund have made green real estate their specialty. The Construction Energie
Plus fund (€120 M) from the French Omnes Capital, launched under the impetus of PRO BTP, is dedicated to financing
construction or renovation projects for public and private buildings with high energy and environmental performance
in large French cities. Another example is the Dutch Triodos Vastgoedfonds which holds 18 office buildings in the
Netherlands. It is the only fund to date that shows all assets as being CO2 neutral.
Only one panel fund invests in an emerging carbon capture and storage solution, namely the FCPI Ecotechnologies,
managed by Bpifrance Investissement and financed under the French government’s Investments for the Future
Program (PIA). However, this sector remains unattractive to the funds in our panel: a large majority of managers
believe that a sufficiently mature and economically viable technology does not currently exist.

Focus on renewable energy technologies
The Renewable Energy theme is in itself a diversified sector, to which different technologies correspond.

Number of funds invested by renewable energy technology

8

7 4 21
69

15

Onshore wind
Photovoltaic solar
Biomass
Waste-to-energy

20

Offshore wind
Small hydropower
Biofuel
Geothermal
 Thermal solar

23

Marine

Source: Novethic

66
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The detailed study, based on a limited sample of 27 funds, displays the specific breakdown by volume of assets
invested in the various renewable energy technologies, for a total of €5.1 billion.

Renewable energy technologies

Amount invested
(€ M)

Onshore wind

1 967

Photovoltaic (PV) solar

1 876

Offshore wind

655

Biomass

346

Waste-to-energy

150

Biofuel

76

Geothermal

6

Total

PV solar and wind technologies are the most
represented with 76% of the totals invested
in renewable energy. These are proven technologies that can produce electricity at a
guaranteed rate, for periods of up to 20 years,
via resale contracts with the State, also called
FiT (Feed-in Tariffs). « Institutional investors are
very fond of this kind of infrastructure because
they allow them to replicate a bond flow with a
risk considered "quasi-sovereign", and returns
ranging 4% to 5% higher than State debt »,
highlights Philippe Garrel, Head of Infrastructure Funds at Acofi.

5 076
Source : Novethic

These technologies now considered «de-risked», are thus attracting increasing interest from institutional investment
teams that are no longer hesitating to finance this type of infrastructure directly. The fall in the price of materials
combined with the expertise acquired around associated risks with these projects (construction, obtaining permits,
etc.), as well as the emergence of higher-quality wind or solar studies, have turned them into investments that are so
«easy» that they become boring for management companies seeking risk and high returns. Companies are moving
towards more «smart» solutions, especially storage solutions and smart cities via unlisted company investments.
Technologies in biomass, waste-to-energy, and biofuels are positioned far behind, taking only 11% of the amounts
invested. These technologies, which are riskier and have less predictable financial flows, resemble industrial activities
more than infrastructure. Funds that finance only operational assets make up a majority of cases (74%). The
development and construction phases represent 4% and 6% of funds respectively. Financing of unlisted companies
in this sector also remains relatively undeveloped (15% of funds). Private equity funds represent only 8% of funds that
invest in renewable energy solutions, compared with 80% for infrastructure funds.
In terms of profitability, it is interesting to note that the target rate of return for funds entirely dedicated to renewable
energies is around 8.7% on average, compared to 9.8% for funds seeking to diversify their exposure by investing in
other sectors such as energy efficiency. This confirms the trend observed among investors to turn to other riskier and
more profitable technologies.
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COUNTRY LOCATION FOR RENEWABLE ENERGY PLANT INVESTMENTS BY FUNDS (TOP 10):
renewable energy - number of funds investing in
each country (exposure)

United Kingdom
France
Italy
Germany
Sweden
Finland
Spain
Portugal
Ireland
Norway

12
10
10
9
7
7

19
19

33

48

The majority of funds investing in renewable
energy finance projects that are located in the
United Kingdom (48 funds) and France (33
funds).
In France, projects mainly concern mature
technologies such as onshore wind (26 funds)
and PV solar (22 funds) technologies.
The projects targeted by funds investing in
renewable energy in the UK are divided between
proven technologies and riskier projects: PV
solar (18 funds invested), onshore wind (16
funds), waste-to-energy recovery management
(13 funds) and biomass (10 funds).

Source: Novethic

Of the 19 funds invested in Germany, 13 finance onshore wind infrastructure. The fact that many German roofs are
already equipped with solar panels is one of the reasons why there is so little interest in ground-based PV systems in
this country (4 funds).
Unsurprisingly, Italy (19 funds) and Spain (10 funds), which benefit from excellent irradiation, are primarily home to PV
solar panels (17 funds). Onshore wind facilities are also present in these markets (9 funds). In Spain, this is due to the
fact that land ownership conflict is minimal.

FOCUS ON ENERGY EFFICIENCY TECHNOLOGIES
Novethic has listed 41 funds investing in the energy efficiency sector, which is subdivided into different technologies or
services. According to the classification presented on page 9, only funds with a theme other than Renewable Energy
are likely to be included in this sector. The Climate/Energy Transition funds are the ones that finance the most energy
efficiency projects (28 funds) followed by Sustainable (8 funds) and Environment funds (4 funds).
number of funds invested by energy efficiency
technology (from a sample of 39 funds)

6

4

11

Storage
Cogeneration
 Services related to the
energy transition
 District heating (and
cooling)

7

Funds are positioning themselves more towards
promising technologies within storage and smart
cities.
The majority of funds investing in the energy
efficiency sector favour diversified exposure
through other sectors such as renewable energy
or transportation. Less than a dozen funds in our
panel are entirely dedicated to energy efficiency
technologies.

Smart grid

9
7
22

9

 Transmission &
distribution
 Lighting & display
efficiency
Source: Novethic
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The funds that operate within the energy efficiency sector are mainly (at least for 15 of these funds) positioned
indirectly on this sector, that is to say via financing start-ups or SMEs that are expert in these solutions. Indeed, energy
efficiency technologies are more like industrial solutions and require new skills within management companies that do
not always allow for direct investment in projects, especially since the counterparty risk is also much more significant
in this sector.
As with renewable energy installations, the majority of funds investing in energy efficiency technologies finance projects
or companies based in France (14 funds) and in the United Kingdom (10 funds).

Focus: emerging technologies and themes
Several green investment themes are emerging that allow the most ambitious funds to generate attractive returns,
even if the targeted projects are still small and limited.

ENERGY STORAGE: A NECESSARY COMPLEMENT TO THE DEVELOPMENT OF RENEWABLE
ENERGY
Fund exposure to energy storage technologies can be indirect through the financing of unlisted companies, or direct
via facilities already equipped with an existing renewable energy plant. This is particularly the case for Meridiam and
its Transition fund, which is helping to finance the world’s largest electric storage battery in French Guiana (Western
Guiana Power Plant). A total of 11 primarily French funds in the panel (€7.9 billion) are involved in storage. These
technologies currently represent a rather limited range of investments but should increase with the development of
renewable energies and electric mobility.

SMART CITY: A CROSS-CUTTING THEME
According to the United Nations, cities consume 78% of global energy and produce more than 60% of CO2 emissions.
Some asset management companies have identified a promising investment theme around the term «smart city». This
particularly concerns district heating and cooling networks (7 funds), smart lighting solutions (4 funds), the development
of a green property portfolio (8 funds), and services related to eco-mobility (4 funds), smart grids (7 funds), and more
generally, services related to the Energy Transition (9 funds).
These solutions consist mainly of optimising existing installations or networks in order to better modulate energy
production and consumption. This is why these funds are more oriented towards indirect exposure, through equity
participation in specialised companies in the sector, rather than direct exposure to urban infrastructure.

Investor demand is becoming clearer
Investor interest in unlisted green assets is not necessarily straightforward. They mainly seek generalist funds offering
solid profitability and diversified exposure via a wide range of projects, including at least one or two green projects.
This explains the low demand for in-depth environmental reporting.
Reporting requirements, particularly in the context of Article 173 of the French Energy Transition Law, nevertheless
encourage investors to communicate on their green investments and the reduction of corresponding CO2 emissions.
That said, the amounts invested by French institutional investors in TEEC-certified funds remain marginal (€1.4 bn
invested in renewable energy infrastructure funds10).

10 See the Novethic study, 173 Shades of Reporting, Season 2, p.6.
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At the same time, there is a growing phenomenon of institutional investors, especially pension funds, who choose to
directly invest in certain green infrastructures that offer them a clear and stable over time risk/return profile. These
include onshore wind farms or PV solar panel power plants already in operation. For the main French institutional
investors, direct investments in renewable energy infrastructure represent €1.8 billion11.
In the face of competition, management companies are forced to finance the creation of new production capacities
or new technologies. Thus, they are intervening further up the financing chain for projects in the infrastructure
construction phase or even at the end of the development phase. This increased risk-taking is offset by higher
returns: while funds investing in assets already in operation (brownfield) generate an average return of 8.9%, funds
specifically targeting assets yet to be built (greenfield) saw average returns of 13.3%. Similarly, fund managers can
rely on less mature technologies such as energy storage, or more innovative themes like the smart city technology,
to generate returns for their investors that reward such expertise.
In addition, some managers, such as Cube Infrastructure Managers, Impax AM or Omnes Capital, take an approach
that allows them to offer a variety of projects to their subscribers. By combining the logic of private equity value
creation with the specific willingness within infrastructure investment to see projects being built, these actors
are able to access clusters of projects associated with risk/return profiles that are more attractive due to direct
participation with the project developers. Some choose to multiply small projects, such as the installation of PV solar
panels on the roofs of private homes in the United Kingdom by Aviva Investors. Good returns then make it possible
to finance the aggregator’s work.
Lastly, partnerships between management companies and industrialists are multiplying, such as the one concluded
between ATE (Amundi Transition Énergétique), an asset management company jointly owned by Amundi and EDF
which is entirely dedicated to the energy transition, and Dalkia (specialist in energy services and heating networks).
These partnerships allow management companies to combine their financial expertise of unlisted assets with the
technical expertise provided by companies in specialised fields such as energy efficiency technologies.

11 See the Novethic study, 173 Shades of Reporting, Season 2, p.6.
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DATA COLLECTION
METHODOLOGY
The panel and Novethic database
To complete this study, Novethic cross-checked and analysed more than 500 unlisted
funds available in Europe. These funds come from a handful of databases dedicated to
unlisted funds that invest in both companies and real assets (infrastructure, buildings,
forests). The databases used include IJ Investors12 and Morningstar (for FIP and FCPI).
Overall, Novethic gathered 223 funds sold or classified as environmental, during all
or part of the period covering 1990 - 2018. The detailed analysis of all these elements
led to a panel composed of Alternative Investment Funds (AIF) invested specifically
in environmental industries (water, renewable energy, energy efficiency, etc.) and in
technologies and projects with a proven environmental contribution (clean transport,
waste management, etc.).
In order to reach a final panel of 223 funds, various criteria were retained:
 Headquarters of the management company: must be located in Europe;
Geographical exposure of the fund: to be included in the panel, 50% of the
fund’s assets must be located in Europe. For funds meeting this criterion,
any green investments outside Europe have not been taken into account;
Assets held: a portfolio must consist of at least 50% green assets.
The attribution of a specific theme to funds was carried out according to the information
available:
 Either the different investments made by the fund are known, which makes
it possible to have a more granular level of information by technology and
sector, and thus allow us to deduce the corresponding theme (see green
classification according to Novethic);
 Or, the degree of knowledge of the investments made by the fund is too low
or it has not yet started to invest. In this case, the ranking is based on the
commercial and marketing positioning of the fund and the targeted sectors
in order to deduce the appropriate theme.

12 https://ijglobal.com/ij-investor

Europe : promising trends in unlisted green funds • January 2019 • Novethic in partnership with ADEME

25

NOTES

26

Europe : promising trends in unlisted green funds • January 2019 • Novethic in partnership with ADEME

Europe :
PROMISING TRENDS
IN UNLISTED
GREEN FUNDS
The green fund market in
Infrastructure, Private Equity,
Private Debt, Real estate
and Forest

JANuary

2019

A study conducted between July and November 2018 by Jade Dusser Afonso,
Julie Nicolas and Dominique Blanc of the Novethic Research Centre.

with the support of
The sustainable transformation accelerator of the Caisse des Dépôts Group.
An expert in sustainable finance, a reference for the responsible economy and now
an expertise accelerator, Novethic combines approaches to offer financial players,
companies and their employees the keys to sustainable transformation. Research,
fund analysis, market statistics, High-Impact SRI... our sustainable finance team
strives to enhance the transparency, reliability and positive impact of responsible
investment and management solutions.

www.novethic.fr

© Novethic 2019 - Reproduction in whole or in part must be authorised by
Novethic. Any citation or use of data must clearly indicate the source.

