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Energy transition: innovation gives
way to consolidation

Higher interest rates leads Mirova to focus on asset
performance optimisation after intense pioneering period

Energy transition has accelerated
beyond most anticipations in the last
five years, with private investment into
renewable projects leading the charge.

But can the pace of this investment
be sustained amid an era of rising
inflation, soaring interest rates and an
accompanying retrenchment of risk?

“This is a time to consolidate and

for investors like us to optimise

their offerings,” says Raphaél Lance,
Head of Energy Transition Funds

at Mirova, an affiliate of Natixis
Investment Managers. “For us, that
means consolidating on our strategic
expansions done of the last few
years and reaping the benefits of the
current market opportunities, without
overextending ourselves.”

In fact, higher inflation and interest
rates may even provide opportunities
improved performance for investors
with deep experience of the energy
transition sector.

An intense period of innovation

Mirova can lay claim to being a very
early energy transition pioneer. From

a €50m investment in French wind
farms in 2002, it has now funded

more than €3.5bn" in global energy
transition building a network of strong
partnership with lead developers of the
sector across the globe.

1 Source: Mirova, 30 September 2023.
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Its portfolios feature a number of
cutting-edge and evolving technologies
such as, energy storage, energy
efficiency, hydrogen and electric
mobility, while adding up capacities

in the traditional wind and solar
generation.

Along the way, its focus gone beyond
building renewable energy production
capacity which supply energy directly
to the grid to B2B projects, such

as energy storage and installation
infrastructure for electric vehicles.

And its geographic focus has expanded.

Within Europe, its core western Europe
remit now takes in Eastern Europe
and the Nordic countries. Meanwhile,
a major transaction has opened the
way to Australia, while expansion in
emerging markets occurred last year
with the acquisition of SunFunder, a
specialist in emerging market clean
energy and climate investment. This
gave Mirova a true global footprint
and its investors greater exposure

to agrisolar, e-mobility, solar home
system, and commercial and industrial
(C&l) solar.

It has expanded organically in APAC,
with the recruitment to its Singapore
team ramping up to eight locally-
based investment professionals, with
more to come. “It is vital to have fully-
staffed teams on the ground to foster
relationships with developers and gain
access to deals,” notes Lance.
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Head of Energy
Transition Funds
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Key takeaways:

+ Mirova is doubling down on its

proven approach of investing in
energy transition developers, which
get projects off the ground and

then divest to the big utilities.

- The depth of its investment

teams allows Mirova to continue
to actively invest in the sector,
navigating in higher inflation
and interest rates and taking
advantage of this period to
enhance its return expectations.

Recent transactions have
demonstrated the possibility to
structure deals with short term
arbitrage, and possibilities to
secure long-term stable cash
flows, locking in high energy prices
offtake for 10-15 years and hence,
raising exit multiple.

+ Thanks to the increasing maturity

of the sector and its long track
record, Mirova is now able to seek
additional risk and return through
corporate deals. These provide
primary capital to developers
willing to become independent
power producers, in markets where
growth potential is important for
players capable of seizing the
increasing opportunities driven

by the acceleration of energy
transition targets.
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Time to double down

After this period of intense innovation
and development, the prevailing
economic and financial climate means
it is time to consolidate, believes Lance.
“We will use the experience which has
served Mirova investors well for the last
two decades to bed in all the innovation
and focus on optimising performance.”

Mirova now has €29.9 billion AuM
across its portfolios, with €3.5bn
AuM in energy transition alone?. Its
recent impact report shows it has
financed more than 1,000 projects

in 48 countries and funded 7.3GW of
renewable energy installations. As a
result, 660,000 people have new or
improved energy access and 5,970
jobs have been directly supported

in emerging markets. Out of 90
transactions, above 50 have been fully
realized, showing a consistency in the
ability of the team to deliver steady
portfolio performance through the
complete life cycle of the projects.

Amid higher interest rates and more
business uncertainty, Mirova is
doubling down on its proven approach.
Lance says: “We will continue to focus
on investing in small to mid size
developers who get projects off the
ground and be a one stop shop for
them to foster their growth and build
capacities to then sell to the big utilities
who have distribution capabilities and
are in desperate needs to grow their
green asset bases.”

Mirova has made a series of senior
hires from green energy development
companies and utilities.

Every member of Mirova's 36-strong
renewable energy team has a
background in renewable energy,

as well as core skills such as
project financing, technical, project
development, investment and asset
management and ESG analysis.

These skills and experience help to
create good industrial relationships,
and this in turn leads to strong
pipelines of deals, through referrals and
repeat transactions. In the past three
years, more than 500M€ have been
invested annually by the Mirova energy
team in mostly bilateral transactions
with long-term partners.

2 Source: Mirova, 30 September 2023.
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The knowledge and experience in

its teams allow Mirova to not only
withstand the more challenging macro
environment but exploit it. For instance,
it has been able to restructure deals,
locking in today’s high energy prices for
the long run and providing a hedge to
any future softening of energy markets.

Also, higher inflation may reduce
returns from some assets, but for
energy transition projects being
structurally long in electricity, higher
prices can mean higher profits. “Our
exit multiples have risen significantly
as a result of improved profitability,”
adds Lance.

Diversification through private
equity

More expensive financing leading to
lower leverage, and acceleration of the
market growth provides an opportunity
for equity investors to invest directly into
development companies, in addition to
individual projects. Many of these fast-
growing development companies are
finding it harder to self-fund or to obtain
funding from traditional sources and
are willing to trade equity for a capital
injection.

“We have added a corporate equity
element to our portfolios and this is now
approaching a significant portion of our
allocations,” says Lance. ‘It is becoming a
strong additional driver of performance.”

We are focusing on our historical
partners who have proven their
capabilities to develop projects and
are willing to onboard and give away
governance rights to an energy expert
investor capable of understanding the
markets, to support their growth with
a strong alignment of interest and the
same exit horizon,” says Lance. “Similar
companies exist in the mobility space”,
he adds.

These companies have typically sold
maturing projects to larger utilities

or derived fees from their projects to
fund themselves. But with debt more
expensive to obtain, they are looking
for alternative sources of funding and
welcoming a large minority investor is a
good way to go.

The increasing maturity of the sector and
Mirova’'s long track record in the space,
mean it is prepared to accept
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the additional risk and return provided
by private equity-like deals. With IRR
from plain vanilla infrastructure projects
currently raising but still running at
around 5-6%, a direct investment in
development companies can provide
significant uplift. “By investing directly
in the companies, you get access to the
assets, but also to strong development
and growth potential,” says Lance.

“Investing in a mix of assets and
companies is a great way to get more
diversification given that companies

can support a number of different
technologies and projects at the

same time." This mix helps generate a
combination of cash distribution and
back ended capital gain for our investors.

Dealflow momentum

Competition for individual projects is
increasing as the energy transition sector
matures, but the pool of projects is
deepening at the same time.

“There is currently a lot of fundraising
and a lot of newcomers,” says Lance.
Fortunately, there is also great financial
need, with hundreds of billions — at

the minimum — needed for energy
transition, mobility transition and the
decarbonisation of industry and the
accompanying focus on emerging green
hydrogen and e-fuel projects.

In addition, while high interest rates
reduce liquidity overall, energy transition
has moved to the top of the agenda for
investors, so flows show few signs of
slowing.

The global political consensus around
energy transition favours continued
investment. The European Union has set
itself the goal of reducing net greenhouse
gas emissions by 55% from 1990 levels
by 2030, and ensuring that 42.5% of its
total energy use is via renewables by the
same date. In addition, it has a target of
reducing overall energy consumption
across the bloc by 11.7%.

Asia is moving in the same direction,
with China leading the world in the
construction of wind and solar facilities.
Under its 12th Five-Year Plan, China set
ambitious targets for wind and solar,
supported by subsidized feed-in tariffs.

In the US, the trend towards clean or
renewable energy is also accelerating.
Fourteen states, plus Puerto Rico and the
District of Columbia, have 100% clean or
renewable energy targets.



Potential for risk-adjusted
outperformance

For experienced investors who
understand the risks, the returns on
offer from energy transition should
comfortably outperform those of
traditional assets on a risk-adjusted
basis.

“For our investors in the last few years we
were targeting 8%-9% net IRR, but this is
now coming in double digit because of

higher power prices and all optimisation
that an experienced asset manager like
us can bring to projects” says Lance.

Performance could be further boosted

by the corporate component. Lance

says: “investing in companies can be
more volatile, but successful investments
can generate much higher IRR and our
portfolios performance should reflect it.
With the raise of interest rate, investors
are expecting such premium for their
infrastructure investments.

“Of course, all this is predicated on Mirova
doing this for over 20 years. You really
don't want to be doing this for the first
time in the current environment”
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Additional notes

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.

To obtain a summary of investor rights in the official language of your jurisdiction, please consult the legal documentation section of the website (im.natixis.com/intl/
int-fund-documents)

In the E.U.: Provided by Natixis Investment Managers International or one of its branch offices listed below. Natixis Investment Managers International is a portfolio management
company authorized by the Autorité des Marchés Financiers (French Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme)
registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendeés France, 75013 Paris. Germany: Natixis Investment
Managers International, Zweigniederlassung Deutschland (Registration number: HRB 129507): Senckenberganlage 21, 60325 Frankfurt am Main. Italy: Natixis Investment
Managers International Succursale Italiana, Registered office: Via San Clemente 1, 20122 Milan, Italy. Netherlands: Natixis Investment Managers International, Nederlands
(Registration number 000050438298). Registered office: Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Spain: Natixis Investment Managers International S.A., Sucursal
en Espafia, Serrano n°90, 6th Floor, 28006 Madrid, Spain. Sweden: Natixis Investment Managers International, Nordics Filial (Registration number 516412-8372- Swedish
Companies Registration Office). Registered office: Covendrum Stockholm City AB, Kungsgatan 9, 111 43 Stockholm, Box 2376, 103 18 Stockholm, Sweden. Or,

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. Belgium: Natixis Investment Managers S.A., Belgian Branch, Gare Maritime,
Rue Picard 7, Bte 100, 1000 Bruxelles, Belgium. In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sarl, Rue du Vieux College
10, 1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zirich. In the British Isles: Provided by Natixis Investment Managers UK Limited
which is authorised and regulated by the UK Financial Conduct Authority (register no. 190258) - registered office: Natixis Investment Managers UK Limited, One Carter Lane,
London, EC4V 5ER. When permitted, the distribution of this material is intended to be made to persons as described as follows: in the United Kingdom: this material is intended
to be communicated to and/or directed at investment professionals and professional investors only; in Ireland: this material is intended to be communicated to and/or directed
at professional investors only; in Guernsey: this material is intended to be communicated to and/or directed at only financial services providers which hold a license from the
Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated to and/or directed at professional investors only; in the Isle of Man: this
material is intended to be communicated to and/or directed at only financial services providers which hold a license from the Isle of Man Financial Services Authority or insurers
authorised under section 8 of the Insurance Act 2008. 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 or Market Counterparties as defined by the DFSA. No other Person should act upon this material.
Registered office: Unit L10-02, Level 10,ICD Brookfield Place, DIFC, PO Box 506752, 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 investment management business,
investment advisory and agency business and Type Il Financial Instruments Business as a Financial Instruments Business Operator. 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.0.C.
Registered address: 34F, No. 68, Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.0.C.), license number 2020 FSC SICE No. 025, Tel. +886 2 8789 2788.
In Singapore: Provided by Natixis Investment Managers Singapore Limited (NIM Singapore) having office at 5 Shenton Way, #22-05/06, UIC Building, Singapore 068808 (Company
Registration No. 199801044D) to distributors and qualified investors for information purpose only. NIM Singapore is regulated by the Monetary Authority of Singapore under a
Capital Markets Services Licence to conduct fund management activities and is an exempt financial adviser. Mirova Division (Business Name Registration No.: 53431077W)
and Ostrum Division (Business Name Registration No.: 53463468X) are part of NIM Singapore and are not separate legal entities. This advertisement or publication has not
been reviewed by the Monetary Authority of Singapore. In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to professional investors for information
purpose 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 Colombia: Provided by Natixis Investment Managers International Oficina de Representacion (Colombia) to professional clients for informational
purposes only as permitted under Decree 2555 of 2070. 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 Latin America: Provided by Natixis Investment Managers
International. In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised by the Central Bank of Uruguay.
Office: San Lucar 1491, 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 Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V, which is not a regulated financial entity, securities intermediary, or an investment manager in terms of the Mexican
Securities Market Law (Ley del Mercado de Valores) and is not registered with the Comision 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. While shares of certain ETFs may be listed in the
Sistema Internacional de Cotizaciones (SIC), such listing does not represent a public offering of securities in Mexico, and therefore the accuracy of this information has not
been confirmed by the CNBV. 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. Any reference contained herein to “Investment Managers” is made to Natixis Investment Managers and/or any of its investment management subsidiaries,
which are also not authorized by or registered with the CNBV or any other Mexican authority. In Brazil: Provided to a specific identified investment professional for information
purposes only by Natixis Investment Managers International. This communication cannot be distributed other than to the identified addressee. Further, this communication
should not be construed as a public offer of any securities or any related financial instruments. Natixis Investment Managers International is a portfolio management company
authorized by the Autorité des Marchés Financiers (French Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme) registered
in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendeés France, 75013 Paris. 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. The analyses and opinions
expressed by external third parties are independent and does not necessarily reflect those of Natixis Investment Managers. 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. Natixis Investment Managers may decide to terminate its marketing arrangements for this product in
accordance with the relevant legislation

Mirova Natixis Investment Managers

Mirova is an affiliate of Natixis Investment Managers. Natixis Investment Managers is a subsidiary of Natixis.

Portfolio management company - French Public Limited liability company Portfolio management company - French Public Limited liability company
Regulated by AMF under n°GP 02-014 RCS Paris n°453 952 681

RCS Paris n°394 648 216 43, Avenue Pierre Mendes France — 75013 - Paris.

59, Avenue Pierre Mendes France - 75013 - Paris. www.im.natixis.com

www.mirova.com
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