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Opportunities in next-generation energy

infrastructure

Investment opportunities in the energy transition are no longer limited to the mature solar and

wind segments.

Key Takeaways:

- While Mirova's early investments
were focused on simple
greenfield renewable energy
strategies such as solar and
wind projects in mature
economies, Mirova's remit has
expanded to energy transition
(storage, biogas, hydro, hydrogen
and electric mobility). The team
is increasingly investing in
frontier regions for green energy,
including emerging Europe, and
seeks a portfolio diversification
by technology, by development
stage and by geography.

« Regulation for energy transition
has been very supportive for the
asset class worldwide, driving
some recent deals done by
Mirova.

— MARKET INSIGHTS

Nearly two decades investing in the
renewable energy sector have revealed
some key truths. First, there is an
exponential demand for green energy to
replace carbon-intensive power. Second,
investments in green energy are not only
good for society, but can be (and have
been in most cases) very beneficial for
investors. In particular, early fears that
renewable energy investments would

be risky and volatile have proved far
from true, particularly if the investment
process is robust. Third, opportunities
for experienced investors in the sector
are constantly expanding and evolving,
providing exciting, diversified return
streams for investors.

While Mirova's early investments were
focused on simple — but effective —
greenfield renewable energy strategies
such as solar and wind projects in
mature economies, our remit has
considerably widened over the years.
Solar and wind are still very much part of
the mix, but our portfolio is increasingly
populated by evolving technologies such
as storage, biogas, hydro, hydrogen

and electric mobility. And our focus is
shifting from building facilities which
supply energy directly to the grid to B2B
projects, such as energy storage and
installation infrastructure for electric
vehicles. In other words, we have
expanded our remit to energy transition.

Furthermore, we are increasingly
investing in frontier regions for green
energy, including emerging Europe and
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Mirova

are looking to expand into Asia, to help
globalise green energy impact where
it is most needed as well as find new
sources of income for our clients.

Energy markets are mutating at a breath-
taking rate: for experienced investors
who understand the risks, we think

the returns on offer will comfortably
outperform those of traditional assets
on a risk-adjusted basis.

Diversification: biogas

To be robust, all investment portfolios
should be diversified and energy transition
strategies are no different. We have
completed around 20 transactions in the
last 18 months and the profile of each
transaction reflects our requirement for
portfolio diversification by technology, by
development stage and by geography.

Consider a recent transaction in the fast-
evolving biogas sector. We acquired a 50%
stake in Dana Gaz from the French utility
company Engie, which runs nine operating
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units, including seven biomethane
production plants with a capacity of
15.5MWg and two cogeneration plants
with a capacity of 2MW.

The partnership which also includes
further development enables Engie

to accelerate the development of its
biomethane projects with the aim of
producing 5TWh of biomethane of French
origin by 2030. It is now the leading
biogas operator in France, active across
the whole value chain from project
development and construction, working
alongside local authorities, farmers and
industrials. The deal built on a long-
standing relationship between Mirova
and Engie, through previous collaboration
on several wind, solar and hydroelectric
projects in Europe, and we are pleased

to partner with them to achieve their
ambitious targets.

The risks could have been considered high
for some third-party investment partners,
but we were involved with another partner
earlier to construct some of the assets, so
the risks, spread over several assets were
well known to us.

We truly believe in the potential of biogas
to become a key contributor to energy
transition, as a decentralized source of
energy with tangible local benefits. In
particular, agricultural businesses, which
have been badly hit during the pandemic,
will have a new and sustainable source of
income.

Diversification: smaller markets

The Engie partnership is a good
example of diversification by sector and
technology.

Our recent wind farm transaction

in Poland, on the other hand, is an
example of geographical diversification
in a renewable energy portfolio. Mirova
provided equity financing to Akuo, an
independent global renewable energy
power producer and developer, to finance
three wind power projects in Poland. The
three power plants have a total of 53
Vestas turbines and operated by Akuo's
local teams.

~ MARKET INSIGHTS

These projects won the tariff tender
launched by the Polish government in
late 2018. The Polish government's

aim was to reduce its dependence on
imported fossil energy, and achieve the
minimum threshold of 15% of renewable
energy in its energy consumption by 2020,
in accordance with its legally-binding
National Renewable Energy Action Plan.
The transaction was a key landmark

for Mirova as it represented our first
investment in Poland. To diversify

our risk, we have sold a portion of the
equity to a dedicated EIB fund that we
manage, which has allowed us to invest
in a second 142MW wind project in
Poland. The Polish Government energy
support scheme provided considerable
risk mitigation for factions within Poland
which are opposed to changes in energy

policy.

Regulation increasingly driving
energy transition

Poland is one of many countries where
government policy and regulation is
driving renewable energy opportunities.
Traditionally, Poland has been heavily
reliant on coal, more so than most
European countries. The Polish
government is targeting a 60% reduction
in coal as a share of its electricity
production by 2030 and an increase in the
proportion of renewable energy to 27%
by 2040.

Mirova's biogas deal was also partly
driven by regulation, with France
mandating in early 2019 as part of its
10-year energy plan that 10% of gas going
into the national grid must be biogas.

In fact, regulation for energy transition

is driving change worldwide. In Europe,
the European Commission’'s 2030
Climate Target Plan envisages an
EU-wide assessment of national energy
and climate plans and will incorporate

a new 2030 emissions reduction target
of at least 55% by 2030, compared to
1990 levels. This target puts the EU on a
pathway to reaching climate neutrality by
2050.

For many years, China has led the world
in construction of new wind and solar
facilities. China's energy market is a hybrid
of market and administrative measures,

including administrative planning targets.
Under the 12th Five-Year Plan, NEA 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
despite reluctance at the Federal level.
Fourteen states, plus Puerto Rico and the
District of Columbia, have 100% clean

or renewable energy targets. Many US
utilities have likewise made commitments
to 100% clean energy.

Covid has only reinforced the sense
that the tide is turning, with the
pandemic creating a pause in supply
and consumption that has led many
individuals and businesses to reassess
their priorities.

A number of countries have already
reaffirmed their commitment to energy
transition.

France, for one, recently submitted its
national energy and climate plan (NECP)
2030 to the European Commission. The
country will target 33% renewable energy
in its energy mix by 2030, with wind power
supplying half of it.

France joins Austria, Denmark and the
Netherlands as countries pledging more
recovery funds to green energy than to
CO2-heavy industries’. Meanwhile, South
Korea ($61 billion) has approved green
economic stimulus and Australia has
pledged AS1.9 billion over ten years to
develop clean technology in industry,
agriculture and transport.

Diversification: hydro

Mirova's hydro-electric transaction

in Portugal, one of the largest hydro
transactions seen in the European market,
has also been a good portfolio diversifier.

We like hydro assets as a rule, in particular
the ones with pumping capabilities as
they are a capacity asset which are a
good addition to wind and solar. You can
store hydro power and inject it into the
network when it is needed. In the south

of Europe, where it is sunnier, there is
greater penetration of solar technologies.
Although the price of solar power is

very low in the middle of the day, it rises
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considerably at times where the sun is
not shining. At these times hydro power
comes into its own and can command
good prices.

The deal Mirova helped finance was the
purchase of half a dozen hydroelectric
dams from Energias de Portugal (EDP).
The deal, worth €2.2bn, was financed by

a consortium comprised of Engie, Crédit
Agricole Assurances and Mirova. The six
dams are situated in the Douro river area
of northern Portugal, where grapes are
grown for Port wine, and have a combined
capacity of 1.7GW.

Engie will be responsible for operating
and maintaining the hydropower plants
over the average concession term of 45
years. The assets include three new pump
storage units as well as three recently
repowered run-of-river plants.

An additional benefit of such a large

deal is that we were able to bring co-
investors on board, including German
institutional investors. These are typically
investors who don't feel comfortable with
investing through a fund structure. They
prefer direct investment in assets but, at
the same time, need guidance and due
diligence capabilities from experienced
fund managers.

New technologies, old heads

Experience is needed not just to perform
analysis and due diligence, but to access
and execute deals in a sector which can
be complex to navigate. As a relatively
new sector, deals are usually sourced
through existing contacts among a small
number of players.

As pioneers in the renewables and energy
transition sectors, Mirova has a wealth

of contacts and deep experience of a
range of transaction types. Our first foray
into renewables was back in 2002, after
winning a wind technology tender from
the French government and we have since
undertaken more than 175 renewable
energy projects, partnering with industrial
companies to develop infrastructure
across Europe.

Over the years, we have hired senior
people from green energy development
companies and utilities which enables

~ MARKET INSIGHTS

us to take on more development risk.
Every member of Mirova's 15-strong
renewable energy team has a strong
background in renewable energy, as well
as core skills such as project financing,
technical, project development, investment
management and ESG analysis.

These skills and experience help to create
good industrial relationships where
industrial players and operators learn to
trust how we do things. Trusting industrial
relationships lead to strong pipelines

of deals, through referrals and repeat
transactions.

Our Polish transaction, for instance,
involved the construction of a brand new
wind farm. For inexperienced investors
this could have created excessive
development risk, but work on similar
projects has taught us how to mitigate
the risk.

The key is to be responsive and quick

in execution, which is why we started
construction before the deal had even
closed in order to get the ball rolling.
Understanding residual risk before a deal
closes is important to maximise fund
returns.

Risk is also mitigated when you manage
a larger-sized fund. A sizeable quantum of
assets allows for greater diversity, with a
mix of uncorrelated risk types.

Limited partners attracted by
frontier investments

Experience of established financial
partners is increasingly matched by
limited partners, many of whom are

old hands in this market now and are
comfortable with Mirova taking more
development risk in order to create more
value in deals.

The kind of value that can be unearthed in
the green energy market is important to
investors at a time where risks to the wider
economy are rising. The rising emphasis
by policymakers on green energy means
the sector should continue to grow even

if there are fluctuations in energy demand
due to economic volatility. Furthermore,
renewable energy is seen as a hedge to
the risks of exposure to stranded assets in
other parts of investors’ portfolios.

Our process is well-evolved. Mirova
attracts capital from large numbers
of investors (over $1,4bn deployed

to date) and pools it to make equity
and mezzanine climate infrastructure

investments across OECD countries. It
mainly invests in mature technologies

at ready-to-build or operating stages,
ensuring that capital can be deployed
rapidly and that payback times for
investors are typically starts much earlier
than for investors in, say, private equity.

Each project involves a partnership

— usually joint venture with industrial
companies and utilities in western Europe.
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.

Returns are private equity-like in nature,
except that Mirova's strategy mitigates
the J-curve effect by investing some of its
capital in brownfield projects, which are
operational and can generate immediate
income to investors.

For insurers, the all-important cost of
capital under the EU’s Solvency Il regime
is extremely low, with an SCR of about
15%. This compares to an SCR of 49%

for private equity. And renewable energy
projects tend to be less volatile than
private equity due to the regular operating
cashflows.

Conclusion: huge pools of
private capital are needed

Energy transition represents a massive
change for the global economy. But it
requires a vast amount of capital to
execute. This capital cannot be injected
indiscriminately into the sector. Energy
transition markets are industrial by nature,
and are changing fast. Only investors who
have deep experience of the sector and
can anticipate the changes ahead will be
able to use capital efficiently.

As energy transition matures in the
coming years, Mirova's strategy will
develop in tandem, offering potentially
significant and consistent long-term
returns to institutional investors.

Written on 18 November 2020
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ADDITIONAL NOTES

This material has been provided for information purposes only to investment service providers or other Professional Clients or Qualified 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 and France): 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. Italy: Natixis Investment Managers S.A., Succursale
Italiana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via San Clemente 1, 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: Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Sweden: Natixis Investment Managers, Nordics Filial (Registration number
516405-9601 - Swedish Companies Registration Office). Registered office: Kungsgatan 48 5tr, Stockholm 117 35, Sweden. Spain: Natixis Investment Managers, Sucursal en Espafia, Serrano n°90, 6th
Floor, 28006 Madrid, Spain. Belgium: Natixis Investment Managers S.A., Belgian Branch, Louizalaan 120 Avenue Louise, 1000 Brussel/Bruxelles, Belgium. In France: Provided by Natixis Investment
Managers International - 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 Mendés France, 75013 Paris. [ In Switzerland: Provided 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 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 2018 FSC SICE No. 024, Tel. +886 2 8789 2788. In Singapore: Provided by Natixis Investment Managers Singapore Limited (company
registration no. 199801044D) to distributors and institutional investors only. 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. Il In New Zealand: This document is intended for the general information of New Zealand wholesale investors only. 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 dia de la fecha de la
presente comunicacion. La presente oferta se acoge a la Norma de Caracter 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 estan sujetos a su fiscalizacion.
Que por tratarse de valores no inscritos, no existe la obligacién por parte del emisor de entregar en Chile informacién publica respecto de estos valores. Estos valores no podran ser objeto de oferta publica
mientras no sean inscritos en el Registro de Valores correspondiente. In Colombia: Provided by Natixis Investment Managers S.A. Oficina de Representacion (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, 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. il 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. fl 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 authorised. 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. 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. May not be redistributed, published, or
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