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1. Executive Summary
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Green Bonds are fixed-income instruments that finance green projects with
environmental benefits. Green Bonds have been largely influenced by the
Green Bond Principles (“the Principles”), but the lack of a regulatory body
for Green Bonds has been questioned. This paper seeks to inform potential
investors about the Green Bond Principles and address some of the issues
raised.
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The Principles are a set of guidelines that recommend transparency and
disclosure and promote best practices in the Green Bond market. The
Principles have acted as an industry standard for structuring Green Bonds
even though they are not a regulatory body. The Green Bond Principles
comprise four pillars:

Use of Proceeds
•Declare the
eligible Green
Project categories
that the proceeds
of the bond will
go to
•Projects should
provide clear
environmental
benefits that will
be assesed and,
when feasible, be
quantified by the
issuer

This material is provided for
informational purposes only and
should not be construed as investment
advice.
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
services. The analyses, opinions, and
certain of the investment themes and
processes referenced herein represent
the subjective views of the author(s)
as of the date indicated. These are
subject to change. There can be no
assurance that developments will
transpire as may be forecasted in this
material.

Process for Project
Evaluation and
Selection
•Outline the
process to
determine how
the project fits
within the eligible
Green Project
categories
•Establish the
environmental
sustainability
objectives
•May take into
consideration the
quality of the
issuer's overall
environmental
sustainability
profile

Management of
Proceeds

Regular Reporting

•Move the
proceeds of the
Green Bonds to a
sub-account or
otherwise track
the proceeds of
the bonds by a
formal internal
tracking process
•As long as the
bonds are
outstanding, the
balance of the
tracked proceeds
should be
periodically
adjusted to
match the
allocations to
Green Projects
during that
period
•Should make
known the
intended types of
temporary
placement for
unallocated
proceeds

•Report at least
annually on the
list of projects
invested from the
proceeds with the
amounts
allocated to each
one
•Qualitatively
and/or
quantitatively
measure the
impact of the
investments

Furthermore, the Principles recommend that issuers undergo an external
review to confirm the alignment of their Green Bonds with the four pillars of
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the Principles and, in some cases, verify the environmental benefits (most
commonly known as a second opinion).
The Principles have a governance structure that allows stakeholders to
provide input on the decision making process with respect to: 1) updates to
the Principles; 2) oversight of a Secretariat; and, 3) all other matters that
may arise in regards to the Principles. The governance structure comprises
two levels of participation: Members and Observers. Green Bond issuers,
investors, and underwriters are qualified to apply for membership to the
Principles. Observers consist of organizations active in the field of green
finance but don’t qualify for members such as Non-Government
Organizations (“NGOs”), universities, auditors, and service providers.
International
Capital Market
Association

Green Bond
Principles

Members

Drafting
Committee

Observers

Investors

Executive
Committee

Issuers

Underwriter

The International Capital Market Association acts as the Secretariat for the Green Bond Principles. The
duties of the Secretariat includes: 1) host the principles; 2) receive and approve Member and Observer
applications; 3) maintain a web-page with a list of Members, Observers, the Executive Committee, and the
Drafting Committee; 4) organize and run general meetings of the Members and Observers; 5) manage
other meetings and calls, including maintaining minutes; 6) advise on governance issues; and, 7) handle
other administrative matters. The Secretariat shall not be a regulatory body for the Principles.

1.2

Executive Committee 2

Investors
•ACTIAM N.V.
•BlackRock, Inc.
•California State
Teacher's Retirement
System (CalSTRS)
•KfW
•Mirova
•Standish Mellon Asset
Management Company
LLC
•TIAA-CREF Asset
Management
•Zurich Insurance
Group

Issuers
•European Bank of
Reconstruction and
Development (EBRD)
•European Investment
Bank (EIB)
•ENGIE
•International Finance
Corporation (IFC)
•Nordic Investment
Bank (NIB)
•Unibail-Rodamco SE
•Unilever
•World Bank

Underwriters
•BofA Merrill Lynch
•BNP Paribas
•Coöperatieve Raboban
k U.A.
•Credit Agricole CIB
•HSBC
•JPMorgan Chase & Co.
•Morgan Stanley and
Co International PLC
•Skandinaviska
Enskilda Banken AB
(SEB)

The Executive Committee (“EC”) is elected by the general members of the
Principles and comprises eight investors (including Mirova), eight issuers,
and eight underwriters. The EC has the authority to address matters
regarding the Principles including voting on amendments to the Principles
and appointing the Drafting Committee (“DC”). The DC comprises one to
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three previous Green Bond investors; one to three previous Green Bond
issuers; and one to three Green Bond underwriters but cannot exceed six
total members. The Drafting Committee reviews feedback from Members
and Observers, provides the EC with recommendations for changes to the
principles, and provides a revised draft for approval by the EC.

2. Investor Concerns
The Green Bond Principles have historically been the market standard
definition for what constitutes a Green Bond, but a few entities, such as the
Climate Bond Initiative, have developed their own variations. The Principles
have provided a definition of Green Bonds that has promoted issuances
while maintaining a high standard of what is considered “green.” For
example, “pure play” bonds, bonds issued by green companies (e.g. a wind
turbine manufacturer) that are used for general corporate purposes, are
not acknowledged as Green Bonds by the Principles due to the lack of a
clear use of proceeds and limited transparency. To ensure the legitimacy of
the Green Bond, the Principles recommend a second-party external review
to objectively evaluate its environmental benefit.
We believe standardization would help the growth and credibility of the
Green Bond market but requires a delicate balance. The Green Bond
market may lose credibility if it implemented standards that were too
relaxed and could result in new Green Bonds that provide little to no
environmental benefit. On the other hand, stringent standards could be a
deterrent for potential Green Bond issuers. Transparency is a large
component of the Green Bond market but developing standards that are
too strict could discourage potential issuers and therefore hurt the Green
Bond market.
Skeptical investors could criticize the Green Bond market for not
implementing a regulatory body that verifies the authenticity and tracks the
proceeds of Green Bonds. The Principles are a market-driven organization
that acts to promote green finance but does not act as a regulator. In its
infancy, the Principles perceived regulation as a force that could restrain
innovation or fix an inadequate definition of Green Bonds. Mirova believes
that it is unlikely for a corporation to deliberately mislead investors with a
weak Green Bond issue because the issuer would face significant
reputational damage due to the level of transparency a Green Bond issue
demands. The market has achieved a lot on its own initiative but following
the Paris Agreement in 2015 3, it is time for policy makers to create a
positive environment in which Green Bonds can thrive and assist in the
global challenge of energy transition and carbon reduction. A regulatory
framework and the potential reputational risk should prevent weak Green
Bond issuances and further ensure the legitimacy of the Green Bond
Market.
Mirova believes the use of an active Green Bond manager may alleviate
some of the concerns regarding the legitimacy of the Green Bond Market.
Active Green Bond management may add value in many ways including but
not limited to:
1) providing an independent review of the risks and opportunities of
linked projects;
2) seeking meaningful impact and analyzing impact reporting; and
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3) engaging with issuers at the “roadshow” stage, or when and if
concerns arise.
Mirova believes an active manager should analyze the financial criteria of a
Green Bond as well as the environmental, social, and governance (“ESG”)
criteria before investing. Once invested, the manager should review the
Green Bonds on a regular basis and track the proceeds with the bond
issuers. This seeks to mitigate the chance of any misuse of proceeds,
ensure that the Green Bonds are abiding by the Green Bond Principles and
contribute to the integrity of the Green Bond Market.

DISCLAIMER
Fixed-income securities may carry one or more of the following risks:
credit, interest rate (as interest rates rise bond prices usually fall), inflation,
liquidity, and sustainable investing.

Legal Information
Natixis Asset Management U.S., LLC
399 Boylston Street, Boston, MA 02116; Tel: 212-632-2800
Natixis Asset Management U.S., LLC (Natixis AM US) is a U.S.-based investment
advisor, commodity trading advisor and commodity pool operator that is a whollyowned entity of Natixis Asset Management (Natixis AM) with $449 million assets
under management as of September 30, 2016. Mirova is operated in the U.S.
through Natixis AM US. Natixis AM US and Mirova entered into an agreement
whereby Mirova provides Natixis AM US investment and research expertise, which
Natixis AM US then combines with its own expertise, and services from the Natixis
Asset Management organization when providing advice to clients. The Natixis Asset
Management organization includes Natixis AM, a Paris-based asset manager and
Natixis AM US, a Boston-based investment adviser wholly owned by Natixis AM.
Mirova-a subsidiary of Natixis Asset Management.
Registered office: 21 quai d’Austerlitz - 75 634 Paris Cedex 13. –
Tel.: +33 (0)1 78 40 80 00
French public limited company with Board of Directors.
Share capital of 7,461,327.50 euros
Regulated by the AMF under n°GP 02014
RCS Number 394 648 216 Paris
Natixis Asset Management
Registered Office: 21 quai d’Austerlitz – 75 634 Paris Cedex 13 – Tel. +33178408000
Limited Liability Company, Share Capital 50 434 604,76 euros
Regulated by AMF under n°GP 90-009
RCS Number 329 450 738 Paris
This information purpose only document is a non-contractual document. It may not
be used for any purpose other than that for which it was conceived and may not be
copied, distributed or communicated to third parties, in part or in whole, without the
prior written consent of Mirova, Natixis AM and Natixis AM US. Mirova, Natixis AM
and Natixis AM US reserve the right to modify any information contained in this
document at any time without notice, including any reference to management
process which does not constitute an undertaking from Mirova, Natixis AM or Natixis
AM US.
This document consists of a presentation created and prepared by Mirova based on
sources it considers to be reliable. However, Mirova, Natixis AM and Natixis AM US do
not guarantee the accuracy, adequacy or completeness of information obtained from
external sources included in this document. Mirova, Natixis AM and Natixis AM US
will not be held liable for any decision taken or not taken on the basis of the
information disclosed in this document, nor for any use that a third party might make
of this information.
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Under Mirova’s investment responsibility policy, and in accordance with the treaties
signed by the French government, the strategies directly managed by Mirova do not
invest in any company that manufactures, sells or stocks anti-personnel mines and
cluster bombs.

Additional notes
The analyses and opinions referenced herein represent the subjective views of the
author as referenced and are subject to change. There can be no assurance that
developments will transpire as forecasted, and actual results may vary. Other
industry analysts and investment personnel may have different views and make
different assumptions. Accuracy of data is not guaranteed, but represents best
judgment, as derived from a variety of sources. The information is subject to change
at any time without notice.
This report may contain references to third party copyrights, indexes, and
trademarks, each of which is the property of its respective owner. Such owner is not
affiliated with Natixis Global Asset Management or any of its related or affiliated
companies (collectively “NGAM”) and does not sponsor, endorse or participate in the
provision of any NGAM services, funds or other financial products.
Index information contained herein is derived from third parties and is provided on
an “as is” basis. The user of this information assumes the entire risk of use of this
information. Each of the third party entities involved in compiling, computing or
creating index information disclaims all warranties (including, without limitation, any
warranties of originality, accuracy, completeness, timeliness, non-infringement,
merchantability and fitness for a particular purpose) with respect to such
information.
This material may not be redistributed, published, or reproduced, in whole or in part.
Although Natixis Global Asset Management believes the information provided in this
material to be reliable, it does not guarantee the accuracy, adequacy or
completeness of such information.
In the EU (ex UK): This material is 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 by NGAM, Switzerland Sàrl, Rue du Vieux Collège 10, 1204
Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001
Zürich. In the UK: This material is approved and 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
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2001 (the “Intended Recipients”). To the extent that this material is issued by NGAM
UK Limited, 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: Distributed in and from the DIFC financial district
to Professional Clients only 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 Singapore: Provided by
NGAM Singapore (name registration no. 53102724D), a division of Natixis Asset
Management Asia Limited (company registration no. 199801044D). Natixis Asset
Management Asia Limited is authorized by the Monetary Authority of Singapore and
holds a Capital Markets Services License to provide investment management services
in Singapore. Registered address of NGAM Singapore: 10 Collyer Quay, #14-07/08
Ocean Financial Centre, Singapore 049315. In Taiwan: This material is provided by
NGAM Securities Investment Consulting Co., Ltd., a Securities Investment Consulting
Enterprise regulated by the Financial Supervisory Commission of the R.O.C and a
business development unit of Natixis Global Asset Management. 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 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
Hong Kong: This document is issued by NGAM Hong Kong Limited and is provided
solely for general information only and does not constitute a solicitation to buy or an
offer to sell any financial products or services. Certain information included in this
material is based on information obtained from other sources considered reliable.
However, NGAM Hong Kong Limited does not guarantee the accuracy of such
information. Please note that the content of the above website has not been
reviewed or approved by the HK SFC. It may contain information about funds that
are not authorized by the SFC. In Australia: This document is issued by NGAM
Australia Pty Limited (NGAM Aust) (ABN 60 088 786 289) (AFSL No. 246830) and is
intended for the general information of financial advisers and wholesale clients only
and does not constitute any offer or solicitation to buy or sell securities and no
investment advice or recommendation. Investment involves risks. This document
may not be reproduced, distributed or published, in whole or in part, without the
prior approval of NGAM Aust. Information herein is based on sources NGAM Aust
believe to be accurate and reliable as at the date it was made. NGAM Aust reserve
the right to revise any information herein at any time without notice. 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: This
material is provided by NGAM S.A. In Mexico: This material is 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. This material should
not be considered an offer of securities or investment advice or any regulated
financial activity. Any products, services or investments referred to herein are
rendered exclusively outside of Mexico. In Uruguay: This material is 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: This material is 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.
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The above referenced entities are business development units of Natixis Global Asset
Management, S.A., 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 authorised.
Their services and the products they manage are not available to all investors in all
jurisdictions.
In Canada: Furnished by NGAM Distribution, L.P. ("NGAM Distribution"), with its
principal office located in Boston, MA, is not registered in Canada and any dealings
with prospective clients or clients in Canada is in reliance upon an exemption from
the dealer registration requirement in National Instrument 31-103 Registration
Requirements, Exemptions and Ongoing Registrant Obligations. There may be
difficulty enforcing legal rights against NGAM Distribution because it is resident
outside of Canada and all or substantially all of its assets may be situated outside of
Canada. The agent for service of process in Alberta is Borden Ladner Gervais LLP
(Jonathan Doll), located at Centennial Place, East Tower, 1900, 520 - 3rd Avenue
SW, Calgary, Alberta T2P 0R3. The agent for service of process in British Columbia is
Borden Ladner Gervais LLP (Jason Brooks), located at 1200 Waterfront Centre, 200
Burrard Street, P.O. Box 48600, Vancouver, BC V7X 1T2. The agent for service of
process in Ontario is Borden Ladner Gervais LLP (John E. Hall), located at Bay
Adelaide Centre, East Tower, 22 Adelaide Street West, Toronto, ON M5H 4E3. The
agent for service of process in Quebec is Borden Ladner Gervais LLP (Christian
Faribault), located at 1000 de La Gauchetiere St. W, Suite 900, Montreal, QC H3B
5H4. This is not and should not be considered as an offering of securities or services
to any person residing in Canada. Nothing contained herein shall constitute an offer
or solicitation to any person residing in Canada. Subject to the restrictions of
applicable Canadian securities laws. In the United States: Furnished by NGAM
Distribution L.P., 399 Boylston St., Boston, MA 02116. Natixis Global Asset
Management consists of Natixis Global Asset Management, S.A., NGAM Distribution,
L.P., NGAM Advisors, L.P., NGAM S.A., and NGAM S.A.’s business development units
across the globe, each of which is an affiliate of Natixis Global Asset Management,
S.A. The affiliated investment managers and distribution companies are each an
affiliate of Natixis Global Asset Management, S.A.
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Mirova is a subsidiary of Natixis Asset Management
Limited liability company - Share capital € 7 461 327, 50
Regulated by AMF under n°GP 02-014
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