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Energy transition: Clean Investments  
for yield-hungry investors

Renewable energy is one of the 
fastest growing segment within the 
infrastructure market, as clean energy 
production represents both a compelling 
investment opportunity and a natural 
choice of asset allocation in the move 
towards a low carbon economy.

Large sums of money in the developed 
world are available and seeking tangible, 
attractive, diversified and long-term 
investment opportunities, yet only a 
tiny portion of it is channelled to meet 
the massive financing needs for a 
low-carbon energy transition. The 
European renewable energy market 
has it all and institutional investors 
have started to make a significant 
contribution by supporting the 
development of such climate-friendly 
infrastructures.
Renewable energy has become one 
of the buzziest investment segments, 
increasingly attracting the interest of 
institutional investors alike. But 16 
years ago, when Mirova made its first 
renewable energy investment, the term 
would have been recognisable to only a 
tiny handful of investors.
Mirova’s first foray into renewables in 
2002, after winning a tender from the 
French government to create the first 
fund to support the wind energy sector 
in Europe, has now become a major 
area of expertise for the Paris-based 
investment house. Mirova, an affiliate of 

Natixis Investment Managers dedicated 
to responsible investment, has since 
undertaken more than 170 renewable 
energy projects, partnering
with industrial companies to develop 
infrastructure across Europe.

Why renewables as an investment? 
The rationale for renewable energy gets 
stronger as time goes by. Markets and 
societies need a substitute to fossil fuels 
as oil and gas are not compatible with 
their climate change objectives. Without 
efficient replacements, the world risks 
the worst outcomes with unknown 
consequences on the earth life quality. 
Across Europe, where the renewables 
industry is most advanced, outdated 
energy facilities are being phased 
out and replaced by more efficient 
facilities in which renewable energy is 
playing a bigger part. In other words, 
the improved competitiveness of 
renewable energy infrastructure has 
significantly decreased the inherent risks 
associated over the last years. As the 
industry develops and becomes self-
sustaining, state subsidies are being 
phased out and substituted with market 
mechanisms driven by supply and 
demand. Construction costs of solar 
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Key Takeaways:

• Making the shift to a low carbon 

world a success would require 

massive investments to replace 

fossil fuels by renewable energy 

sources.

•  In addition to benefit from 

ambitious European targets, 

technological progress in 

solar panels and wind turbines 

has pushed down electricity 

production costs over the last 

years, leading to decreasing 

renewable exposure to political 

risks. 

•  Only an asset manager with 

strong technical, financial, legal 

and project management skills 

as well as a large network 

of industrial partners can 

successfully venture into 

financing renewable energy 

infrastructures.
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PV plants, for example, is now 90% less 
than a decade ago. In wind technology, 
increased competition and improved 
technologies have led to longer blades 
and taller turbines, also bringing down 
electricity production costs 

Ever falling wind and solar production cost

As well as the economic and climate 
change rationale, a further driver of 
renewables is strong political support, 
particularly in the European Union. 
The EU has set a target for renewable 
energy penetration to reach 20% in total 
energy consumption (partly covered by 
electricity production) in 2020, rising 
to 27% in 2030. Already, renewables 
represent over 30% of electricity 
production in the EU, up from 15% in 
2005.

SUSTAINABILITY APPROACH TO 
INFRASTRUCTURE INVESTING

As a pioneer in the field of responsible investment, 
Mirova takes a holistic approach to sustainability, 
which means we consider both the social and 
environmental impacts of investee project 
companies in addition to economic performance. 
We strive to identify potential risks and commu-
nicating on clear and reliable indicators. We seek 
to protect and enhance the ecosystems affected 
by our activities and contribute positively to the 
communities in which our assets are operated, 
with the aim to reinforce the long-term viability of 
infrastructure investments while supporting the 
energy transition and climate action.
This commitment is integrated into our investment 
decision-making process, engagement activities 
with company management, fund management 
reports and performance metrics.

How to access renewables sector?
The market of renewable energy has 
reached an advanced stage of maturity 
over the last years, moving from small 
entrepreneurial projects to large-scale 
institutional ones.  Major financial 
investors have now entered the market, 
looking for yield in a low-interest 

environment, 
notably insurance 
companies. The 
asset class is now 
source of strong 
performance 
and a strong 
diversification tool 
for institutional 
investors who 
understood their 
potential and play 
a greater role 
in meeting the 
financing needs of 
renewable energy 
infrastructures.

Increasing need for institutional investment 

But even for savvy institutional 
investors, becoming directly part of the 
renewables story is not easily feasible 
without relying on external experts. 
Building a wind farm or energy storage 
facilities requires technical and financial 
know-how and experience, as well 
as project management skills. With 
investment sizes at between $5m 
and $50m a project, corralling these 
resources for single projects is not likely 
to be justified. 
Mirova attracts capital from large 
numbers of investors (over $500m 
raised and deployed to date ) and pools 
it to make equity and mezzanine climate 
infrastructure investments across 
European countries. It mainly invests in 
mature technologies (solar photovoltaic, 
wind, hydro) at ready-to-build or 
operating stages, ensuring that capital 
can be deployed rapidly and thanks to 
a dynamic and liquis deconsart market, 
allow payback times for investors that 
are typically much shorter than for 
investors in other infrastructure assets 
which construction can last for years 
compared to months for renewables. 
While most investments to date have 
been in renewable energy generation 

infrastructure, Mirova increasingly 
invests in its natural expansion 
assets: energy storage and 
electric mobility. In other words, 
it has spread its remit to energy 
transition, which aims to foster 
necessary long-term change 
in energy systems to support a 
decentralized production base. 
Each project involves a long-term 
partnership – in joint venture with 
industrial companies and utilities 
to ensure alignment of interests. 
The assets that are created 
through these partnerships have 
a lifetime of about 25 years, but 
Mirova will seek to sell them 
within 7-10 years in order to return 
capital and profits to investors. In 
the meantime, investors receive 
revenues from the ongoing 
operation of the asset.

A package of skills
To succeed in this complex and 
increasingly competitive sector 
takes a range of financial and 
technical skills, plus a large 
industrial network to draw from, to 

GLOBAL AVERAGE LCOES (LEVELIZED COST OF ENERGY)  
AND AVERAGE AUCTION RESULTS** (C€/KWH)

INCREASING NEED FOR INSTITUTIONAL INVESTMENT

LCOE: Levelized cost of energy
** Sources: Renewables 2017 main case forecasts, IEA; Renewable Capacity Statistics 2017, 
IRENA. Croatia estimate based on UE 2020 target.
Investment needs estimate based on IEA capacity forecasts. Higher / lower cases assuming a 
10-20% reduction in prices to 2022

Source:  BNEF 2017
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both source and implement deals.  
Every member of Mirova’s 10-strong 
renewable energy team has a robust 
background in renewable energy, as well 
as core skills such as project financing, 
deal sourcing and structuring, asset 
management. The investment team 
is supported by a dedicated risk, legal, 
compliance and ESG research team to 
ensure the quality of its investment and 
risk management processes 
These skills and experience lead to 
good industrial relationships. And good 
industrial relationships lead to strong 
pipelines of deals, through referrals and 
repeat transactions. 
The development of trust with industrial 
partners over a number of years and 
numerous transactions, allows Mirova 
to take on projects others may consider 
too complex to structure or too risky. 
With the support from trusted partners, 
the risks are better understood and 
managed, and greater rewards are 
available to all parties. 
Skill and experience can also help 
reduce the costs of operations, from 
reduced legal fees to maintenance 
contracts optimization or refinancing of 
plants.

J-curve mitigation
Returns from renewable energy 
projects are different from private 
equity in nature, as Mirova’s strategy 
to invest in greenfield projects which 
are quickly operational or even directly 
in brownfield projects or through 
mezzanine, enables to quickly enhance 
value and generate cash flow to allow 
early repayment to investors and 
mitigation the J-curve effect. 
Overall, the strategy aims to delivers 
return of 8%-9% net to investors over 
the 10-15 year lifetime of a fund, with a 
5% annualized cash yield as underlying 
assets rely on a regular cash-
generating business model . These 
returns and timeframes tend to suit 
insurers, endowments, wealth funds 
and pension funds. 
For insurers, the all-important cost 

of capital under the EU’s Solvency II 
regime is extremely low, with an SCR 
of about 15% (using a look through 
analysis). This compares to an SCR 
of 49% for private equity and 30% for 
infrastructure.

A world of opportunities
The core investments – solar and wind 
farms – still provide good returns, but 
investment performance is coming 
under pressure in Western European 
markets, which are maturing and 
increasingly viewed as low risk and a 
differentiated strategy is required to 
continue to search for strong return. 
Mirova sees more financial upside in 
five key areas: 
•  Partnerships with industrials 

and utilities in European projects, 
leveraging on existing relationships 
and framework agreements to secure 
pipelines of future projects. Utilities 
and developers continue relying on 
financial players to help them build 
their projects and deleverage their 
balance sheet, and they value the deal 
execution certainty that Mirova, being 
a specialist in the sector, can provide 
even on complex deal structures.

•  OECD countries outside Western 
Europe. Geographical extension in the 
medium term is likely to lead to more 
deals in countries such as Canada, 
Australia and the US, where some of 
Mirova’s industrial partners already 
operate and are asking for financial 
support. 

•  Early stage projects. On the face of it 
early, or development stage, projects 
involve more risk and higher returns. 
The pre-construction stage is all 
about getting land permits, dealing 
with public enquiries, taking part in 
environmental studies and other 
set-up activities that eat up time and 
resources. Experienced operators can 
assess the likelihood of success and 
avoid early-stage projects which have 
low chances of success and are ready 
to take on most of the development 
risk. In effect, higher returns are 

available for investors without actually 
taking more risk.

•  Energy storage. The energy storage 
market over 2016-2030 is predicted 
(by Bloomberg New Energy Finance) to 
mirror the photovoltaic solar trajectory 
over the 2000-2015 period, which 
doubled six times in 15 years. The cost 
of batteries is forecast to decline by as 
much as 35% over the next five years. 
This can mitigate significantly the 
intermittence of renewables. Mirova 
has been investing in storage projects 
since 2012.

•  Advanced mobility. Meanwhile, 
advanced mobility, or charging 
for electric vehicles, is a major 
preoccupation of the auto industry. 
Mirova has trusted partners already 
working in this field and is preparing 
projects with number of them. These 
projects are nothing but decentralised 
renewable energy projects with storage 
capabilities thus a convergence with 
the renewable energy sector, and 
project finance model is starting to 
apply to this fast-growing industry.

With this broadened footprint, the 
pipeline of opportunities gets extended 
and the return profile of the strategy 
is further improved. And as energy 
transition matures in the coming 
years, so the strategy will develop in 
tandem, offering potentially significant 
and consistent long-term returns to 
institutional investors. 

Written on 6 March 2018
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DISCLAIMER
This communication is for information only and is intended for investment service providers or other Professional Clients. The analyses and opinions referenced herein 
represent the subjective views of the author as referenced, are as of 6 March 2018 and are subject to change. There can be no assurance that developments will transpire as 
may be forecasted in this material. This material may not be distributed, published, or reproduced, in whole or in part. Although Natixis Investment Managers and Mirova  
believe the information provided in this material to be reliable, it does not guarantee the accuracy, adequacy or completeness of such information. Not all affiliates, products, 
and services are available in all jurisdictions. Indexes are unmanaged and do not incur fees. It is not possible to invest directly in an index. This material has been provided for 
information purposes only to investment service providers or other Professional Clients, Qualified or Institutional Investors and, when required by local regulation, only at their 
written request.  This material must not be used with Retail Investors.• In the E.U. (outside of the UK): Provided by Natixis Investment Managers S.A. or one of its branch offices 
listed below. Natixis Investment Managers S.A. is a Luxembourg management company that is authorized by the Commission de Surveillance du Secteur Financier and is 
incorporated under Luxembourg laws and registered under n. B 115843. Registered office of Natixis Investment Managers S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, 
Grand Duchy of Luxembourg. France: Natixis Investment Managers Distribution (n.509 471 173 RCS Paris). Registered office: 43 avenue Pierre Mendès France, 75013 Paris. 
Italy: Natixis Investment Managers S.A., Succursale Italiana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via Larga, 2 - 20122, 
Milan, Italy. Germany: Natixis Investment Managers S.A., Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: Im Trutz Frankfurt 55, 
Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands: Natixis Investment Managers, Nederlands (Registration number 50774670). Registered office: 
World Trade Center Amsterdam, Strawinskylaan 1259, D-Tower, Floor 12, 1077 XX Amsterdam, the Netherlands. Sweden: Natixis Investment Managers, Nordics Filial 
(Registration number 516405-9601 - Swedish Companies Registration Office). Registered office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment 
Managers, Sucursal en España. Registered office: Torre Colon II - Plaza Colon, 2 - 28046 Madrid, Spain.• In Switzerland: Provided for information purposes only by Natixis 
Investment Managers, Switzerland Sàrl, Rue du Vieux Collège 10, 1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zürich.• In the U.K.: 
Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial Conduct Authority (register no. 190258).  This material is intended 
to be communicated to and/or directed at persons (1) in the United Kingdom, and should not to be regarded as an offer to buy or sell, or the solicitation of any offer to buy or 
sell securities in any other jurisdiction than the United Kingdom; and (2) who are authorised under the Financial Services and Markets Act 2000 (FSMA 2000); or are high net 
worth businesses with called up share capital or net assets of at least £5 million or in the case of a trust assets of at least £10 million; or any other person to whom the material 
may otherwise lawfully be distributed in accordance with the FSMA 2000 (Financial Promotion) Order 2005 or the FSMA 2000 (Promotion of Collective Investment Schemes) 
(Exemptions) Order 2001 (the “Intended Recipients”). The fund, services or opinions referred to in this material are only available to the Intended Recipients and this material 
must not be relied nor acted upon by any other persons. Registered Office: Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V 5ER.  
• In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East, (DIFC branch), which is regulated by the DFSA. Related financial 
products or services are only available to persons who have sufficient financial experience and understanding to participate in financial markets within the DIFC, and qualify 
as Professional Clients as defined by the DFSA. Registered office: Office 603 - Level 6, Currency House Tower 2, PO Box 118257, DIFC, Dubai, United Arab Emirates. 
• In Japan: Provided by Natixis Investment Managers Japan Co., Ltd., Registration No.: Director-General of the Kanto Local Financial Bureau (kinsho) No. 425. Content of 
Business: The Company conducts discretionary asset management business and investment advisory and agency business as a Financial Instruments Business Operator. 
Registered address: 1-4-5, Roppongi, Minato-ku, Tokyo.• In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities 
Investment Consulting Enterprise regulated by the Financial Supervisory Commission of the R.O.C . Registered address: 16F-1, No. 76, Section 2, Tun Hwa South Road, Taipei, 
Taiwan, Da-An District, 106 (Ruentex Financial Building I), R.O.C., license number 2012 FSC SICE No. 039, Tel. +886 2 2784 5777.• In Singapore: Provided by Natixis Investment 
Managers Singapore (name registration no. 53102724D) to distributors and institutional investors for informational purposes only.  Natixis Investment Managers  Singapore 
is a division of Natixis Asset Management Asia Limited (company registration no. 199801044D). Registered address of Natixis Investment Managers Singapore: 10 Collyer 
Quay, #14-07/08 Ocean Financial Centre, Singapore 049315.• In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to institutional/ corporate professional 
investors only.• In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is intended for the general information 
of financial advisers and wholesale clients only. • In New Zealand: This document is intended for the general information of New Zealand wholesale investors only and does not 
constitute financial advice. This is not a regulated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only available to New Zealand investors who 
have certified that they meet the requirements in the FMCA for wholesale investors. Natixis Investment Managers Australia Pty Limited is not a registered financial service 
provider in New Zealand. • In Latin America: Provided by Natixis Investment Managers S.A. • In Chile: Esta oferta privada se inicia el día de la fecha de la presente comunicación. 
La presente oferta se acoge a la Norma de Carácter General N° 336 de la Superintendencia de Valores y Seguros de Chile. La presente oferta versa sobre valores no inscritos 
en el Registro de Valores o en el Registro de Valores Extranjeros que lleva la Superintendencia de Valores y Seguros, por lo que los valores sobre los cuales ésta versa, no están 
sujetos a su fiscalización. Que por tratarse de valores no inscritos, no existe la obligación por parte del emisor de entregar en Chile información pública respecto de estos 
valores. Estos valores no podrán ser objeto de oferta pública mientras no sean inscritos en el Registro de Valores correspondiente. • In Uruguay: Provided by Natixis Investment 
Mangers Uruguay S.A., a duly registered investment advisor, authorised and supervised by the Central Bank of Uruguay. Office: San Lucar 1491, oficina 102B, Montevideo, 
Uruguay, CP 11500. The sale or offer of any units of a fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627. • In Colombia: Provided by Natixis 
Investment Managers S.A. Oficina de Representación (Colombia) to professional clients for informational purposes only as permitted under Decree 2555 of 2010. Any products, 
services or investments referred to herein are rendered exclusively outside of Colombia. This material does not constitute a public offering in Colombia and  is addressed to 
less than 100 specifically identified investors. • In Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated financial entity or an investment manager 
in terms of the Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with the Comisión Nacional Bancaria y de Valores (CNBV) or any other 
Mexican authority. Any products, services or investments referred to herein that require authorization or license are rendered exclusively outside of Mexico. Natixis Investment 
Managers is an entity organized under the laws of France and is not authorized by or registered with the CNBV or any other Mexican authority to operate within Mexico as an 
investment manager in terms of the Mexican Securities Market Law (Ley del Mercado de Valores). Any use of the expression or reference contained herein to “Investment 
Managers” is made to Natixis Investment Managers and/or any of the investment management subsidiaries of Natixis Investment Managers, which are also not authorized 
by or registered with the CNBV or any other Mexican authority to operate within Mexico as investment managers. The above referenced entities are business development 
units of Natixis Investment Managers, the holding company of a diverse line-up of specialised investment management and distribution entities worldwide. The investment 
management subsidiaries of Natixis Investment Managers conduct any regulated activities only in and from the jurisdictions in which they are licensed or authorized. Their 
services and the products they manage are not available to all investors in all jurisdictions. It is the responsibility of each investment service provider to ensure that the offering 
or sale of fund shares or third party investment services to its clients complies with the relevant national law. The provision of this material and/or reference to specific 
securities, sectors, or markets within this material does not constitute investment advice, or a recommendation or an offer to buy or to sell any security, or an offer of any 
regulated financial activity. Investors should consider the investment objectives, risks and expenses of any investment carefully before investing. The analyses, opinions, and 
certain of the investment themes and processes referenced herein represent the views of the portfolio manager(s) as of the date indicated. These, as well as the portfolio 
holdings and characteristics shown, are subject to change. There can be no assurance that developments will transpire as may be forecasted in this material. Past performance 
information presented is not indicative of future performance. Although Natixis Investment Managers believes the information provided in this material to be reliable, including 
that from third party sources, it does not guarantee the accuracy, adequacy, or completeness of such information. This material may not be distributed, published, or 
reproduced, in whole or in part. All amounts shown are expressed in USD unless otherwise indicated. 
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