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Finance and climate change:
a split coming between Europe
and the United States

Antoine Tiago

While the Trump administration has pulled out
from the COP 21 agreement, for French investors,
in contrast, the effective date of Article 173 is a
sort of starting signal.

Key points:
• Diverging positions
between the U.S. and
Europe on climate change
• French investors are well
aware of the challenges of
Article 173
• Our mission: offer relevant
solutions and not mere
window-dressing

For the some 840 institutional French
investors concerned, it’s now time
to act on Article 173. This is the
well-known article of the French
Energy Transition Law that requires
investors not to commit themselves
to combatting climate change but to
publicly describe the manner in which
they integrate ESG (environmental,
social and governance) criteria into
their investment policy. The largest
investors – about 60 in number, whose
consolidated balance sheets exceed
500 million euros – will be required to
be a little more precise in describing
how they integrate climate risks and
how they align their asset portfolios
(or not) with international targets of
limiting the rise in temperatures to
two degrees. This mechanism came
into effect at the end of 2016, hence
in a rather special context. At odds
with the rest of the world, the United
States of Donald Trump went back on
its initial commitment in early June,
joining Syria and Nicaragua in the small
club of countries that have not signed
the Paris climate agreement (COP 21).
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Meanwhile, China, which had long
been criticised for its pollution
emissions, does not appear to
have waivered from the climate
commitments it made under its
2014 agreement with the Obama
administration.

Diverging positions between the
US and Europe on climate change
A portion of the US economic
power structure had publically and
unsuccessfully called on Trump to
honour the COP21 commitments, and
some trends out of his control will
continue to drive the development
of renewable energies, which, in
the US as elsewhere, are becoming
more and more competitive each day,
even without public subsidies. Solar
panel prices have dropped by 75%
in five years, thanks to technological
advances1, and some states, like
California, have set ambitious targets
(in California’s case, for 50% of its
power to come from renewable
sources by 2030)2.
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American companies and households
continue to invest in renewable energy
and energy efficiency. But the plans
made by the Trump administration
in the name of defending jobs and
fossil-fuel-intensive industries – its
determination to restart the coal
industry and to revive the controversial
Keystone pipeline, which was halted by
his predecessor – reflect its objective
of keeping the heaviest polluting
industries in the race. The US’s
withdrawal from the Paris Agreement
is at odds with the ongoing transition
to a low-carbon economy and could
widen the climate gap between the
two sides of the Atlantic.
Meanwhile, French institutional
investors have shown real enthusiasm
for Article 173 as a true area of
investment and not a mere marketing
gimmick. And keep in mind that some
major French investors “jumped the
gun”, reviewing their portfolios well
before the law required them to do so.
These include Ircantec and ERAFP, the
French public-sector supplementary
retirement fund, which as early as
2005 had decided to invest 100% of its
assets on the basis of SRI principles
and since 2014 has published the
carbon footprint of its equity portfolios.

Natixis AM on board with French
institutional investors
for sustainable investment
Obviously, institutional investors’ main
challenge, and one made even more
difficult during this period of low rates,
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is still to deliver adequate returns to
their clients. As an asset manager,
we must be able to demonstrate that
sustainable is compatible with the
quest for returns. And we have put
our money where our mouth is. Since
2008, Natixis Asset Management
has been a signatory of the United
Nations’ Principles for Responsible
Investment (UNPRI). And in October
2014, our Mirova subsidiary was one
of the first financial institutions to take
the “Montreal Pledge” (to publish
the carbon footprint of its portfolios),
alongside institutional investors such
as ERAFP and FRR, the French publicsector employees retirement fund.

Solutions exist for assessing and
reducing carbon footprints
One of the strengths of our CSR
policy is that it increasingly integrates
extra-financial aspects into the
management of all our portfolios,
and, in coordination with our parent
company, we have decided to reduce
our exposure to the most “carbonintensive” sectors, including an
exclusion of companies that are most
heavily exposed to coal. But we must
also avail our clients of solutions that
fit their own needs. That’s what we’re
doing through Mirova, our subsidiary
dedicated exclusively to sustainable
investment, with about 15 extrafinancial analysts. Decarbonisation
of portfolios is not the only ESG
challenge but it is no doubt the most
urgent one now. Investing in green
bonds is one of Mirova’s clearest

responses, but over the past year
and a half, our subsidiary has also
embarked on carbon impact analytics,
its method of calculating carbon
footprints, developed in partnership
with Carbone 4. This bottom-up review
aims to identify each company’s total
carbon footprint, including indirect
emissions or those resulting from
the use of the company’s products,
something that is hard to assess
properly. In addition to including
the indirect impacts, carbon impact
analytics seeks to estimate emissions
that have been “prevented” by the use
of green technologies. This method
also allows managers to assess how
to reduce their carbon footprint but
also to focus on energy transition
solutions. Here again, while the
law provides more incentives than
obligations and allows a wide margin
for manoeuvre in the approach used,
our constant concern is to achieve the
greatest possible relevance, rather
than mere window-dressing. This is a
matter of responsibility not just with
regard to the law, but also our clients’
beneficiaries.
For you – and for us – the effective
date of Article 173 is the beginning
of a long journey, and we fully intend
to accompany you throughout that
journey.

Written on 1 May 2017
updated on 28 August 2017

: U.S. Department of Energy 2015; National Renewable Energy Laboratory 2016
: NC Clean Energy Technology Center: DSIRE (Database of State Incentives for Renewables & Efficiency)
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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.
In the E.U. (outside of the UK): Provided by NGAM S.A. or one of its branch offices listed below. NGAM S.A. is a Luxembourg management company that is authorized by the
Commission de Surveillance du Secteur Financier and is incorporated under Luxembourg laws and registered under n. B 115843. Registered office of NGAM S.A.: 2, rue Jean
Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. France: NGAM Distribution (n.509 471 173 RCS Paris). Registered office: 21 quai d’Austerlitz, 75013 Paris. Italy: NGAM
S.A., Succursale Italiana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via Larga, 2 - 20122, Milan, Italy. Germany: NGAM
S.A., Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: Im Trutz Frankfurt 55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany.
Netherlands: NGAM, Nederlands filiaal (Registration number 50774670). Registered office: World Trade Center Amsterdam, Strawinskylaan 1259, D-Tower, Floor 12, 1077 XX
Amsterdam, the Netherlands. Sweden: NGAM, Nordics Filial (Registration number 516405-9601 - Swedish Companies Registration Office). Registered office: Kungsgatan 48 5tr,
Stockholm 111 35, Sweden. Spain: NGAM, Sucursal en España. Registered office: Torre Colon II - Plaza Colon, 2 - 28046 Madrid, Spain.
In Switzerland: Provided for information purposes only by NGAM, 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 NGAM 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: NGAM UK Limited, One Carter Lane, London, EC4V 5ER.
In the DIFC: Provided in and from the DIFC financial district by NGAM Middle East, a branch of NGAM UK Limited, which is regulated by the DFSA. Related financial products or
services are only available to persons who have sufficient financial experience and understanding to participate in financial markets within the DIFC, and qualify as Professional
Clients as defined by the DFSA. Registered office: Office 603 - Level 6, Currency House Tower 2, PO Box 118257, DIFC, Dubai, United Arab Emirates.
In Japan: Provided by Natixis Asset Management Japan Co., Registration No.: Director-General of the Kanto Local Financial Bureau (kinsho) No. 425. Content of Business: The
Company conducts discretionary asset management business and investment advisory and agency business as a Financial Instruments Business Operator. Registered address: 2-2-3
Uchisaiwaicho, Chiyoda-ku, Tokyo.
In Taiwan: Provided by NGAM Securities Investment Consulting Co., Ltd., a Securities Investment Consulting Enterprise regulated by the Financial Supervisory Commission of the
R.O.C . Registered address: 16F-1, No. 76, Section 2, Tun Hwa South Road, Taipei, Taiwan, Da-An District, 106 (Ruentex Financial Building I), R.O.C., license number 2012 FSC SICE
No. 039, Tel. +886 2 2784 5777.
In Singapore: Provided by NGAM Singapore (name registration no. 53102724D) to distributors and institutional investors for informational purposes only. NGAM Singapore is a
division of Natixis Asset Management Asia Limited (company registration no. 199801044D). Registered address of NGAM Singapore: 10 Collyer Quay, #14-07/08 Ocean Financial
Centre, Singapore 049315.
In Hong Kong: Provided by NGAM Hong Kong Limited to institutional/ corporate professional investors only.
In Australia: Provided by NGAM 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. NGAM Australia Pty Limited is not a registered financial service provider in New Zealand.
In Latin America: Provided by NGAM S.A.
In Uruguay: Provided by NGAM Uruguay S.A., a duly registered investment advisor, authorised and supervised by the Central Bank of Uruguay. Registered office: WTC – Luis
Alberto de Herrera 1248, Torre 3, Piso 4, Oficina 474, Montevideo, Uruguay, CP 11300. In Colombia: Provided by NGAM 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. In Mexico: Provided by NGAM Mexico, S. de R.L. de C.V., which is not a regulated financial entity with the Comisión Nacional Bancaria y de Valores or any other Mexican
authority. Any products, services or investments referred to herein are rendered exclusively outside of Mexico.
The above referenced entities are business development units of Natixis Global Asset Management, the holding company of a diverse line-up of specialised investment
management and distribution entities worldwide. The investment management subsidiaries of Natixis Global Asset Management conduct any regulated activities only in and from
the jurisdictions in which they are licensed or authorized. Their services and the products they manage are not available to all investors in all jurisdictions. 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 Global Asset Management believes the information provided in this material to be reliable, including that from third party sources, it does not guarantee the
accuracy, adequacy, or completeness of such information. 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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