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FOREWORD
Our Commitment
At GAM, we recognise how climate change is reshaping
the global economy, and steadfastly believe that actively
considering the risks and opportunities this brings is integral to
our ability to deliver long-term value for our clients.
That is why we are committed to becoming a net zero investor
by 2050, as part of the Net Zero Asset Managers Initiative, and
know that to achieve a 1.5°C aligned world we need to push past
the ordinary. For this reason, we have launched market-leading
sustainable investment strategies such as our Sustainable
Climate Bond strategy, which is the focus of this report.
It is one of the first such strategies to focus on European
financial issuers, with a focus on generating attractive
investment returns by investing in a wide range of green
opportunities from solar farms to green skyscrapers, waste
water to wind power through green and sustainability bonds.
Delivering impact
This report highlights some of the positive impacts this strategy
is generating.
The projects financed by the green bonds in the portfolio
have already helped avoid 1,580 tonnes of CO2e each year
– equivalent to driving a car more than 200 times around the
Earth. They have also helped in the installation of 2.8MW of
renewable energy capacity and to financing around 1500m2 of
green buildings.
And we have sought to take a market-leading approach to
calculating environmental impact – working with respected
third-party provider Carbone 4 to review the carbon savings and
ensure an additional level of scrutiny.
Our strategy doesn’t compare the net emissions saved, for
example in a solar farm in Spain, to a high polluting industry
equivalent, like a coal plant. Instead, we compare our emissions
saved to the actual average energy mix in Spain – ensuring a
more representative calculation. However, we recognize that
reporting and measurement of environmental and impact metrics
needs to improve and we are committed to playing our part
through direct engagement with issuers as well as participating in
industry groups such as the Climate Bond Initiative. Full details of
the methodology are included in this report.
Going forward, we will continue to be active owners and
aim to deliver above average yields through a strategy that
drives positive change for the planet in line with the Paris
Agreement goals.

Yours sincerely
Peter Sanderson
Group Chief Executive Officer

Peter Sanderson
Group Chief
Executive Officer
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IN NUMBERS
Equivalent strategy impact per year

1,580

Tonnes of CO2e avoided

2.8

MW Renewable energy capacity installed

7,806

MWh renewable energy generated

1,500

m 2 green buildings financed

240

m 3 water treated per day

730

tonnes of waste treated

Financial

1.4%

Average yield

150bps
Average spread

BBB+
Average rating

5.4

Average duration

100%
Financials

Source: Atlanticomnium, Carbon4Finance
Based on portfolio as at 31 December 2021. Carbone4 provided
an independent analysis on the environmental impact derived
from the use of green bonds as of 31 December 2021.
See Chapter 6 for details on the methodology.
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1. A YEAR IN REVIEW AND
LOOKING AHEAD
2021 has been an eventful year, as COP26 and elevated natural
catastrophes have increased the climate focus for regulators,
policymakers, investors and the wider public.

and insurance sector, the ECB’s European top down stress
test, precisions around the 2022 ECB climate stress test and
2021 Bank of England stress tests.

Glasgow Financial Alliance for Net Zero
Amongst the highlights of the year for the financial sector,
the creation of The Glasgow Financial Alliance for Net Zero
(GFANZ) in April 2021 is significant. GFANZ was launched
in April 2021 and chaired by Mark Carney and Michael
Bloomberg. GFANZ brings together existing and new net zero
initiatives in the financial sector, from banks and insurers to
asset owners and asset managers.

In the short-term, expectations are for those exercises to be
learnings and data gathering exercises. Transparency on
climate risks differs widely bank by bank, and more consistent
and comparable data will be useful to assess potential risks
across the sector. However, the ECB has stated that while in
the short-term the climate stress test will not influence capital
directly, this will be incorporated qualitatively in banks’ capital
requirements. Over the medium-term, however, climate risks
will have a direct impact on capital.

The alliance is a catalyst for the financial sector to contribute
meaningfully to the transition, and in doing so, helps to bridge
the climate financing gap. As an example, the Net Zero banking
alliance regroups 108 banks, with a cumulative $68tn of assets.
All members must pledge to align their businesses to net zero
(including emissions from investments/lending) by 2050, with
2030 intermediate targets. This also includes transparency
requirements, with annual reporting requirements.
As financiers of the European economies, banks have a
significant role to play in the transition. The commitment of
banks to align their activities to net zero will support green
financing and help steer the economy. A common and robust
framework to achieve net zero alignment on top of transparent
reporting is paramount, and helpful for investors.
Growing climate regulation
Since the global financial crisis, regulation has been a key
driver of the financial sector. 2021 has seen an acceleration of
regulatory momentum on climate topics. We continue to believe
that regulation will accelerate banks’ climate change plans,
which in turn will accelerate the transition of the wider economy.
As climate change has become a top priority for regulators,
there have been a wide range of climate-related developments
in the private sector this year. The most impactful for the sector,
we argue, is a potential direct linkage between climate risks
and capital requirements. The prudential capital framework
is central to banks’ strategy and business planning –
incorporating climate risks directly would be a game changer.
Climate stress tests have a key role to play in assessing the
sectors’ vulnerability to both transition and physical risks.
During the year, we have seen the ACPR (French regulator)
release the results of its 2020 stress test of the French banking

Overall, on the one hand regulation will bring more
transparency and consistency to reporting and data, improving
investors’ ability to assess climate risk in the sector. On the
other hand, climate stress tests will accelerate banks’ transition
plans by penalizing those with higher climate risks through
higher capital requirements.
Green bond market
Green bonds, as defined by the ICMA Green Bond Principles
(GBP), are any type of bond instrument where the proceeds or
an equivalent amount will be exclusively applied to finance or
re-finance, in part or in full, new and/or existing eligible Green
Projects and which are aligned with the four core components
of the GBP.

Figure 1: Green Bond Market by Issuer
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| Source: Climate Bonds Initiative, 2021.
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Despite commitments and pledges, climate financing still falls
short of required levels to stay on a 1.5˚C pathway. According
to the Climate Policy Initiative, climate financing levels in
2019/2020 averaged $632bn, compared to the $4.5-5tn in
estimated needs. We view the green bonds market as a key
tool to support financing towards a net zero economy and
bridging the climate financing gap.

The top three categories for use of proceeds are Energy (35%),
Buildings (28%) and Transport (18%) at a cumulative 81% of
total volume issued. 2021 has seen little change over recent
years with the three sectors contributing to 82% of new green
bond issuance.

Figure 3: Green Bond Market by UoP

2021 has been record year for green bonds with $509bn of new
supply compared to $298bn in 2020, a 71% growth in issuance.
Overall, issuance in the global green bond market has grown at
a very fast rate of 45% CAGR over 2014-2021.
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Financial corporates have been the largest contributor to
market growth with a 143% growth in issuance to $135bn
followed by sovereign issuers at over 113% and non-financial
corporates at 110%. Corporates (both financial and nonfinancial) continue to dominate the green bond market at a
combined 45% of volume outstanding, followed by sovereign
at 30% (including government backed and local government),
development banks at 13%, ABS at 10% and loans at 3%.

Figure 2: Green Bond Market by Region
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| Source: Climate Bonds Initiative, 2021.
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Focus on European Financials Green Bond Market
European Financials were active in the green bond market in
2021, with more than USD 50 billion of issuance, bringing the
total outstanding market size 1 to slightly above USD 110bn.
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| Source: Climate Bonds Initiative, 2021.

Developed markets continue to be the main issuers of green
bonds (73% of total issuance), compared to emerging markets
(20%) and supranational issuers (7%). Nevertheless, 2021
has seen a surge in EM issuance, +126% compared to 2020
contributing an increasing share of supply. Europe continues
to be the largest region (47%), unchanged in 2021, followed
by APAC (23%) and North America (22%). While major
geographies have seen strong growth in issuance, of these
APAC has delivered by far the strongest growth rate in green
bond issuance in 2021 at 129%, well above Europe (67%) and
North America (55%). The top three largest geographies in the
green bond market are the US (19%), China (12%) and France
(10%).

There has been a clear acceleration of issuance, with around
100% growth in green bond supply. USD 51 billion is a record
issuance for the sector, which reflects increasing focus on
climate from issuers.
The dashboard below shows the current state of the market.
By sector, banks represent the overwhelming majority of green
bond issuance, 91% compared to “only” 9% for insurers. By
seniority, senior debt is the largest portion of the market at 85%,
followed by Tier 2 (both from banks and insurers) at 14% and
marginal AT1 issuance (1% - only one bond). There remains
some aversion from issuers, especially banks to issue green
bonds in subordinated format – the preference remains for
senior debt (both senior non-preferred, senior preferred).
The currency split of the market continues to show that Euro
issues dominate, at 85%, followed by 10% US dollar and
5% sterling. This reflects the “EUR” focus of the funding
structure of issuers, as well as demand from continental
European investors.
Finally, looking at the maturity (at issuance) split of bonds,
5-7 years remains the sweet spot for green bonds. This
reflects the focus on senior debt (subordinated debt has
typically longer maturities), and 5-7 years being the typical
tenor of EUR IG bonds.

Market size based on labelled green bonds from European Banks and Insurers,
minimum $200m issued amount, in EUR, USD and GBP.
1
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Figure 4: European financials green bond
issuance & market size
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| Source: Atlanticomnium, Bloomberg.

Outlook
As we look towards COP27 in Sharm El-Sheik in November
2022, there is still a long way to go to turn the promising
pledges made in Glasgow into concrete actions.
The latest IPCC Working Group III assessment starkly warned
that the world is currently on track to reach a 3˚C warning
scenario, with the corporate world falling short on net zero
targets. With COP27 around the corner and set to focus on
progress from commitments, the private sector must ensure
it steps up and funds the transition to a low-carbon economy.
As the IPCC report states, emissions must peak at 2025 and
be reduced by 43% by 2030 for the world to hold any hope in
staving off the worst effects of climate change. To achieve this,
it’s critical that investors make significant and rapid emission
cuts across their portfolios.
Green bonds are an impactful method for capital markets to
decarbonise the economy across sectors including energy,
transportation and building. We continue to expect strong
supply of European financial issued green bonds over the
coming years as financials continue to set increasingly
ambitious green financing targets. The market is expected to
exceed $200bn by 2023-end, or a doubling of the market size
over the next 24 months. There is a significant opportunity for
investors to continue to use innovative and effective strategies
such as green bonds to meet urgent climate objectives and
support a net zero future.

Limiting warming to around 1.5°C
requires global greenhouse gas
emissions to peak before 2025 at
the latest, and be reduced by 43%
by 2030.

IPCC Working Group III report
Climate Change 2022: Mitigation of climate change

Figure 5: Splits by seniority, sector,
currency and tenor
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| Source: Atlanticomnium, Bloomberg.

7-10y

10y+

9|

2. STRATEGY OVERVIEW
The investment objective of this Strategy is to achieve long
term income and capital gain in Euro, by investing in “Impact
Bonds” with a positive environmental or social impact. The
strategy seeks to achieve this investment objective through
investment principally in Impact Bonds issued by companies
in the financial sector which aim to generate social and/or
environmental impact alongside a financial return. Impact
Bonds are defined in the strategy documentation as bonds
which have a specific environmental, social and governance
purpose and include, but are not limited to, Green Bonds,
Social Bonds, Sustainability Bonds, Sustainability-Linked
Bonds and Transition Bonds that contribute to positive
environmental or social impact 2.
Positive environmental impact is generated by investing
in green and impact bonds where proceeds can only be
allocated to green projects such as renewable energy or green
buildings. Green bonds provide investors with visibility on the
use of proceeds and a measurable impact.

The strategy invests mainly in green bonds from the financial
sector, namely banks and insurers. This is based on a
conviction that the financial sector has a pivotal role to play
in the environmental transition. The European banking sector
has tremendous impact potential as it finances the bulk of the
economy, at around 80% of corporates. Momentum on banks’
own environmental strategies is increasing rapidly due to
regulation and banks’ own efforts, and banks are increasingly
ramping up green financing and pressuring clients to align
their activities to net zero.
The climate bond strategy seeks to offer attractive returns
by investing across the capital structure, in both senior and
subordinated green bonds of financials. This may allow pickup in spread and yield compared to the Euro Investment
Grade Corporate Bond market. The strategy is conservatively
managed, aiming for a strong investment grade rating.

Disclaimer: There is no guarentee objectives will be achieved.
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3. OUR IMPACT
The philosophy of this strategy is to generate a positive
environmental impact by investing in green bonds, and
other impact bonds, from the financial sector. Investing in
green bonds allows investors to have strong visibility on the
underlying green projects financed, as well as tangible impact
through an estimated environmental impact, with KPIs such as
tonnes of CO2e avoided.
Scope of data
The strategy supported the financing of a wide range of
projects with a positive environmental impact, and to a lesser
extent social impact, the social component of sustainability
bonds. The analysis is based on the portfolio as of the 31st of
December 2021, with data reported by the issuers in their most
recent green bond report.
The split of the portfolio by project type and geography is
based on 90% of the portfolio (excluding cash & others).
64% of the portfolio has reporting produced and a further
26% accounts for reporting that has not been produced but
an assumption has been made, considering factors such as
the indicative portfolio provided by the issuer or the previous
year’s report.
Financial characteristics
Financial KPIs (data as of 31st of December 2021,
index refers to the Barclays Bloomberg Euro Aggregate
Corporate)

1.4%

Average yield to worst
(vs. 0.5% for the EUR IG index)

150bps

Average spread
(vs. 96bpi for the EUR IG index)

5.4
Average bond rating BBB+
51% allocation to subordinated debt
100% Financials
Average duration

(75% Banks, 23% insurance)

Bond Type
The strategy (excluding cash & others of c2.4%), is mainly
invested in green bonds (96%) and sustainability bonds (4%).
This reflects the objective of the strategy to generate a positive
environmental impact in impact bonds providing visibility on
the proceeds used and a measurable impact.

Figure 6: Split by instrument type
4%

96%
Green

Sustainability

| Source: Atlanticomnium/GAM as of year end 2021.

Green project type
The largest single category financed is Renewable Energy,
at 49%, which reflects a focus from the financial sector at
providing capital to green energy production as part of their
green finance targets. Solar PV and wind (onshore and
offshore) were the two largest categories of renewable energy
with some exposure to other sources such as biomass or hydro
to a smaller extent.
The second largest category is green buildings (38%), which
reflects the large exposure of the financial sector in the
property sector – as lenders for banks and direct investors for
insurers. Green property ranges from green mortgages to retail
customers to commercial real estate.
The rest of the portfolio is split between several other
categories, such as sustainable transport (6%), waste & water
management (2%), Eco-efficient and circular economy solutions
(2%), or social projects (2%). Examples of projects are provided
to illustrate the environmental impact of the strategy.

11 |
SDG alignment of green projects financed
When issuing green bonds, issuers typically map each type of
project to be financed to specific SDGs. This means that each
green bond can target multiple Sustainable Development Goals
(SDGs), which reflects the fact that percentages do not add up
to 100%. The SDG alignment of the strategy is calculated as
the % (based on market value) of green bonds aligned to each
specific SDG.

Figure 7: Split by project type
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| Source: Issuer green bond reports. Atlanticomnium/GAM as of

For example, SDG 7 – Affordable and Clean Energy, is the most
targeted SDG by the green bonds in the strategy, with 90% of the
green bonds in the strategy targeting this SDG. SDG 9 – Industry,
Innovation and Infrastructure (41%), 11 – Sustainable Cities and
Communities (56%) and 13 – Climate Action (50%) were the
other top SDGs targeted.
The most targeted SDGs, 7, 9, 11 and 13 clearly reflect the
focus on climate change mitigation of the strategy.

year end 2021.

Geography of projects
The strategy finances a global pool of projects, in more than 40
countries and on four continents, and in both developed and
emerging markets. Nevertheless, given the European bias of
the issuers in the strategy, at more than 90%, Europe accounts
for close to 80% of projects financed with a range of country
exposure. The UK & Ireland (20%), Benelux (13%), France
(9%) and Iberia (9%) are the single largest geographic zones
within Europe. Outside of Europe, exposures are mainly in the
Americas (12%) and Asia (6%) and we consider this global
impact to be critica.

Figure 9: Allocation by Sustainable
Development Goal
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Figure 8: Split by geography
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| Source: Issuer green bond reports. Atlanticomnium/GAM as of
year end 2021.
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Top 10 issuer split
The chart below illustrates the projects financed by the ten
largest issuers held in the strategy. As described previously,
green buildings and renewables make up the bulk of projects
financed. Moreover, issuers have different strategies to allocate
their green bonds. For example, issuers such as BBVA and
BNP will allocate a wide range of projects to their green bonds,
while others such as Santander or Rabobank focus on a single
project category.
Financing & refinancing
Green bonds can either be used to finance new projects
or refinance existing projects. Providing an estimate of the
percentage of refinancing is challenging, given a significant
portion of issuers use the so-called “portfolio approach”, where
green bonds are not allocated to specific projects but rather to
the issuers’ pool of green projects, typically well in excess of all
green bonds issued. In this case, day one of the bonds are 100%
refinancing, but as the green project pool grows, the percentage
of refinancing decreases. For example, BBVA’s pool of green
projects increased from €1.1bn in 2018 to €4.0bn in 2020. This
means that their green bond issued in 2018 was close to 100%
refinancing as of end-2018, but is now closer to 25% refinancing
as of end-2020, a number that will continue to decline.

In the case of our strategy, 37% of the portfolio is allocated
to green bonds where the portfolio approach is used. In
this case, as we focus on issuers with strong sustainability
strategies, in particular around climate, we expect the pool of
green assets to grow – therefore leading to an incrementally
lower refinancing rate.
For the remaining part of the portfolio (53%), where green
bonds are allocated to specific projects, the refinancing rate
is 68%. As set out in our green bond assessment framework,
we expect issuers to limit the portion of green bonds used for
refinancing purposes. However, we understand the challenges
of only financing new projects for issuers and balancing
financing new projects vs. allocating the full amount of the
green bond in a timely manner. Therefore, we expect that in
case of refinancing, the look-back period should be short.
As an example, CNP’s green bond is 50% allocated to projects
refinanced and 50% to new projects. Out of the projects
refinanced, around 91% relate to real estate projects under
development that were or are set to be operational after
the issuance date of the green bond. The rest of refinanced
projects relate mainly to assets acquired less than 24 months
before the issuance of the green bond.

Figure 10: Top 10 issuer split
Issuer

Weight in Green
strategy Buildings

Energy
Efficiency

Renewable

Waste Sustainable
& Water Transport

1 BNP

9%

20%

12%

62%

3%

3%

2 BBVA

9%

12%

1%

49%

11%

27%

3 Rabobank

8%

4 ING

8%

51%

49%

5 NatWest

4%

50%

50%

6 Generali

4%

100%

7 CNP

4%

97%

8 DeVolksbank 4%
9 Santander

Social

100%

3%

100%

4%

10 St. Chartered 4%

Forestry

100%
37%

16%

0%

| Source: Issuer green bond reports. Atlanticomnium/GAM as at 31 December 2021.
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Focusing on issuers with strong pipelines of green assets as
part of their environmental strategy means that the incremental
impact is robust despite the use of refinancing. These issuers
use green bonds as a tool to support the growth of their pool of
green assets. As long as the future pipeline of green assets is
strong, issuing green bonds before green assets or financed or
financing assets before green bonds are issued is a marginal
consideration in our view.
Data is based on the portfolio as of end-December 2021, where
data is available for 91% of the portfolio. Data is based on
issuers’ latest green bond reports, and in some cases internal
estimates.
Environmental impact indicators
The proceeds raised from green and other impact bonds
generate a positive environmental, or dual social/environmental
in case of sustainability bonds. For each green bond, issuers
provide post-issuance reporting, including an estimate of
the green bonds’ environmental impact. For comparability
and consistency purposes, we have chosen to work with
Carbon4Finance, specialized data provider on climate and
environmental issues for the financial sector, to re-estimate the
impact of each green bond we invest in. This is due to the lack
of comparability between estimates provided by issuers, each
using different methodologies and assumptions.

All KPIs are calculated by Carbon4 Finance based on an
analysis of each green bond of the portfolio, then aggregated
at the strategy level. Aggregate figures are given for €10
million, the strategy’s AuM as of end-December 2021 3.
The strategy’s environmental KPIs represent an estimate of the
impact attributable to projects financed by the green and other
impact bonds held in the strategy. For each green bond, the
overall impact of projects financed is estimated, after which the
strategy is attributed the pro-rata impact depending on the size
of the holding (portfolio exposure as percentage of the bonds’
size). The impact is then calculated at the strategy level by
summing up the attributed impact of each green bond, while
eliminating potential double counting which could happen when
the same emissions are attributed to two different green bonds.
Note that green bonds often finance a broad range of projects,
and therefore can contribute to multiple environmental KPIs.
3

The exact AuM of the strategy as at 21 December 2021 was €10,489,402.

Figure 11: Illustrative calculation
1. Impact of projects financed
Green projects financed
by Green bond A (€500m)
• 1,000 tonnes of Co2
avoided
• 100MW of renewable
capacity installed
• 100m2 of green building
financed
• 100 tonnes of waste treated

Green projects financed
by Green bond B (€300m)
• 500 tonnes of Co2 avoided
• 50MW of renewable
capacity installed

Pro-rata impact
€5m/€500m = 1%

Pro-rata impact
€6m/€300m = 2%

| Source: Atlanticomnium/GAM, Carbon4Finance.

2. Attributable impact
Green Bond A Holding
in the portfolio (€5m)
• 10 tonnes of Co2 avoided
• 1MW of renewable
capacity installed
• 1m2 of green buildings
financed
• 1 ton of waste treated

Green Bond B Holding
in the portfolio (€6m)
• 10 tonnes of Co2 avoided
• 1MW of renewable
capacity installed

3. Portfolio impact

Portfolio KPIs =
Sum of attributable
impact of the strategy
• 20 tonnes of Co2 avoided
• 2MW of renewable
capacity installed
• 1m2 of green buildings
financed
• 1 ton of waste treated
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Further details on Carbone4 Finance’s methodology are
available in the following section of this report.
CO2 emissions avoided
As a large portion of the portfolio is allocated to projects
targeting climate change mitigation, such as renewable energy,
green buildings and sustainable transport, tonnes of CO2
equivalent avoided represents a useful metric. The projects
financed by the green bonds in the portfolio help avoid 1580
tonnes of CO2e each year – equivalent to driving a car more
than 200 times around the Earth. Tonnes of CO2e avoided
represent the CO2 emissions not emitted as a green project
replaces the average project that is typically GHG intensive.
For example, a solar farm in Spain that replaces the average
electricity mix, with a significantly lower CO2 intensity per MWh
generated.
MW/MWh of renewable capacity installed/generated
The projects financed by the portfolio (of which around 50%
was allocated to renewables) contributes to installing 2.8MW
of renewable energy capacity and therefore generating around
7,800 MWh of electricity. This is equivalent to the energy
necessary to drive an electric car for more than 50 million
kilometres.

M 2 of green buildings financed/refurbished
Green buildings are the second largest project category
financed, close to 40% of portfolio. Each €10m invested in the
portfolio supports around 1500m2 of green buildings financed
and around 1400m2 of green buildings refurbished.
Waste & water managed
Finally, the strategy supports a wide range of problems tackling
other environmental issues, such as water and waste treatment.
The projects financed by the portfolio help treat 240m3 of
water per day, equivalent to the consumption of around 1700
European households, and 730 tonnes of waste per year,
equivalent to the waste of 140 Europeans.
Temperature alignment
Given the strategy’s focus on green bonds financing projects
that contribute to climate change mitigation, the portfolio is
assessed as aligned to the Paris agreement targets – a
1.5˚C rise in temperature. This compares to the Euro Corporate
Investment Grade Index that is aligned to a 3˚C rise in
temperature, reflecting the inclusion of fossil fuel producers and
more broadly a large number of issuers that are not aligned to
1.5˚C.
Further details of the Carbon4Finance methodology for
calculating temperature alignment are available on the
Carbon4Finance website.

Figure 12: Diversified environmental impacts

For 10M Eur invested in the portfolios, there are....
1,580 tonnes of CO2e
emissions avoided
each year
Equivalent to the emissions
of a car travelling
221 times around the earth

2.8MW of renewable energy
capacity installed, and
7,806MWh energy generated
Equivalent more than
52.000.000km
driven by electric cars

1,410m2 of buildings
refurbished
Equivalent to close to
14 European Houses

240m3 of water treated per day
Equivalent to the consumption
of nearly 1,700 European
households

| Source: Carbon4Finance Atlanticomnium/GAM as of year end 2021.

1,500m2 of green
buildings financed
Equivalent to 15 average
European Houses

730 tonnes of waste
treated per year
Equivalent to annual
waste of more than
140 European people
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Figure 13: Implied temperature alignment

Temperatures
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Portfolio
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B+
B: Significant contribution
BC+
C: Limited contribution
CD+
D: Insufficient contribution
DE+
E: Incompatible
E-

The strategy has a better
temperature alignment than
the Barclays Bloomberg Euro
Aggregate Corporate Index.
This shows the impact of
investing in green bonds
relative to traditional
corporate bonds.

| Source: Carbon4Finance methodology Atlanticomnium/GAM as of year end 2021.

Carbone4 provided an independent analysis on the environmental impact derived from the use of green bonds
as of 31 December 2021.

CASE STUDY #1
Munich Re

Project features
• Project type: Sustainable Agriculture (Cereal production)
• Location: Denmark (Various regions)
• Project owner: Munich Re (100% equity owner)
• Total size: 2,000 hectares
• Total investment: €200m
• First investment in July 2018, currently 39% of reserved funds
paid out (on an ongoing basis)

Interesting snippets
• Munich Re fully owns the project, and is operated by an
expert in natural resources investments, “The International
Woodland Company A/S” – able to significantly influence the
impact of the project
• 21% of the production is organic

Sustainability strategy highlights
• Net Zero commitment by 2050 including both assets
(investments) and liabilities (insurance underwriting)
• Commitment to a 25-29% reduction in CO2 emissions by
2025 (from end-2020), showing the group’s commitment to
decarbonize its’ investment portfolio
• Founding member of the Net-Zero Insurance Alliance, and
member of the Net-Zero Asset Owner Alliance
• Comprehensive incorporation of climate risk within the
group’s risk management framework as a reinsurer and
investor

CASE STUDY #2
CNP Assurances SA

Project features
• Project type: Green Real Estate (Office building)
• Location: France, Issy-Les-Moulineaux (Paris region)
• Project owner: CNP (direct ownership for the group’s invest
portfolio)
• Investment amount: €375m
• Surface of the building: 33,465 square meters
• Year of construction/acquisition: Built in 2019, acquired in
2020
• Environmental certifications: HQA Excellent, BREEAM Very
Good, Effinergie +

Interesting snippets
• Incremental impact as the building was acquired after the
green bond issuance, CNP’s green bond is 50% new projects
and 50% refinance
• Part of Issy-Les-Moulineaux’s new eco-district, where CNP
is also building its new headquarters (delivery scheduled in
2022) – also part of the Green bond pool

Sustainability strategy highlights
• Net Zero commitment by 2050 including the group’s
investment portfolio
• 2025 science-based targets to reduce the carbon footprint
of its direct equity and corporate bond portfolio by 25%, real
estate footprint by 10%
• Targets based on recognized scenarios and methodologies
(IPCC 1.5°C pathway, Carbon Risk Real Estate Monitor 1.5°C
pathway)
• CNP’s environmental profile scores in the highest category
in our internal scoring model, “Very Low Risk” given a robust
climate strategy and other environmental initiatives around
biodiversity.

CASE STUDY #3
La Banque Postale

Project features
• Project type: Renewable Energy – Solar (Photovoltaic power
plants)
• Location: France
• Project owner: Engie
• Loan amount: €101m (LBP’s share is 33.3%)
• Total capacity installed: 57.5MW
• Avoided emissions: under construction at time of reporting

Interesting snippets
• Incremental impact as the project was commissioned after the
green bond issuance (in development at time of issuance)
• Although Engie has the capacity to issue green bonds, bank
financing is the key tool for specific project finance

Sustainability strategy highlights
• Net Zero commitment by 2040 including financing
• First European Bank to have its Net Zero pathway validated
by the Science-based targets initiative
• One of the most ambitious and restrictive policies around coal
and fossil fuel financing

CASE STUDY #4
BNP

Project features
• Project type: Other Green Assets - Battery Energy Storage
Systems
• Location: Sweden
• Project owner: Northvolt
• Total financing amount: $1.6bn (BNP’s share not disclosed)

Interesting snippets
• First Gigafactory in Europe
• Northvolt targets 50% recycled materials in new batteries by
2030
• BNP acted as advisor to Northvolt and took a part of the debt
financing
• Project under construction, expected to be fully operational
by end 2022

Sustainability strategy highlights
• Net Zero commitment by 2050 including the group’s lending
portfolio
• Granular approach to the group’s net zero pathway, focus on
sectors with the most impact: BNP targets a better mix in its
energy book compared to the IEA’s SDS scenario (well below
2˚C pathway)
• BNP was part of the “Katowice banks” (BBVA, BNP, ING,
SocGen, Standard Chartered) that pledged to develop an
opensource methodology to steer their portfolios to the Paris
agreement targets

CASE STUDY #5
Storebrand

Project features
• Project type: Sustainable transport – Rail
• Location: UK
• Project owner: Hitachi (70%) and AIP investors (30%, of which
Storebrand)
• Investment amount: £420m (€30m Storebrand’s share
allocated to the green bond)
• Fleet size: 65 trains
• Year of acquisition: 2020

Interesting snippets
• 65 fully electric and bi-mode (hybrid) trains to replace diesel
trains
• The new trains will transport 21 million passengers per year,
equivalent to 13 million car rides

Sustainability strategy highlights
• Net Zero commitment by 2050 including the group’s
investment portfolio
• 2025 science-based targets to reduce the carbon footprint of
its direct equity, corporate bond and real estate portfolio by
32%
• Target of having 15% of total investments in “solutions” by
2025, including green property, green infrastructure and other
investments playing a role towards climate change mitigation/
adaptation.
• Storebrand’s ESG credentials are very strong, as the group
scores “Very Low Risk” for both its overall ESG profile and its
environmental profiles under our internal assessment.
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4. OUR GREEN BOND
ASSESSMENT FRAMEWORK
Figure 14: Green Bond assessment
framework
Asset-level
green impact

Issuer
ESG quality

Engagement/Analysis

• Green Bond Framework: At the bond level, the quality of the
governance and processes related to the green bonds’ use of
proceeds are assessed. This provides visibility on the allocation
of proceeds and confidence in the environmental impact.
• Asset-level Green Impact: Finally, the financed green assets
are assessed through a quantitative lens using comparable
and consistent data to ensure meaningful impact.
Our three pillars
Each pillar is assessed individually within the selection and
allocation process to form a holistic assessment of the impact
potential of each green bond. Below is a summary of the
minimum criteria for potential inclusion in the strategy, and our
expectations from issuers:
Issuer ESG Quality
We view issuers’ overall ESG profile as a key component of
our green bond assessment framework. This stems from our
belief that issuers with strong ESG credentials, which include a
clear and credible sustainability strategy, are more likely to:

Green bond framework

• issue green bonds upholding the highest standards of quality,
and
• have strategic reasons to issue green bonds.

| Source: GAM.
Our green bond assessment framework is designed to
identify green bonds and other ‘impact’ bonds that will deliver
meaningful impact. Our framework recognises the ICMA
Green Bond Principles (June 2021) and builds on an approach
consistent with our investment philosophy – bottom-up
research-intensive, and adding value through engagement.
Our framework is split into three layers of analysis – issuer,
bond, and green asset level. Each is assessed individually,
using both proprietary research and data from external third
parties. Engagement is a key part of our investment process,
both to enhance our analysis and to encourage improved
standards within each pillar. All assessments are based on a
best efforts basis.
• Issuer ESG Quality: At the issuer level, the general ESG
profile of the issuer is analysed with a particular focus on
environmental strategy, and expected to be aligned with the
issuance of green bonds.

Overall, we seek to invest in issuers with strong ESG
credentials, including a clearly defined climate and
sustainability strategy, a credible and transparent green bond
framework, and support for pipeline in green assets.
Our analysis covers environmental, social and governance
(ESG) factors to derive an overall assessment of the issuers’
ESG profile. Given the environmental focus of green bonds,
issuers’ environmental profiles are a particular focus.
The analysis of issuers’ ESG profile is performed internally
with a proprietary scoring tool. The scoring tool assesses
material ESG issues for each sector, including an assessment
of any controversial elements. The output is an ESG Risk
Assessment, ranging from Very Low Risk to Very High Risk.
Each aspect (E, S, G) are also individually rated, from Very
Low to Very High Risk. We aim to invest in issuers with strong
ESG credentials. Thus, issuers rated in a very high or high
ESG risk assessment are excluded from potential investment.
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Similarly, issuers assessed as having severe controversies
which are incompatible with the sustainability objectives of
the strategy, would also be excluded. In particular, very severe
controversies, especially those assessed to be in breach of UN
Global Compact principles, will result in automatic exclusion
of issuers for investment. Issuers may score average or below
average in certain categories, while still being eligible for
inclusion in the strategy. These areas will be a priority in terms
of engagement with issuers.
Principal Adverse Impacts (PAIs) are considered and closely
monitored throughout the analysis of issuers’ sustainability
profiles. This is done both with the in-depth analysis of
environmental, social and governance factors and ongoing
monitoring of controversies. As an example of PAIs in-scope of
SFDR, exposure to fossil fuel sectors, board gender diversity
and gender pay gaps are explicitly included in our internal
assessment of issuers.
Issuer Green Bond Framework
The green bond framework is the reference pre-issuance
document that sets out all aspects surrounding the proceeds
of the green bonds (green assets), from the eligible types of
projects, to the governance and processes around the selection
of assets, to reporting.

We view this as a key pillar in our green bond analysis, as
there is currently no legal or regulatory requirement as to
what constitutes a green bond. Without a robust framework
from issuers, confidence around the ultimate impact of
bonds is greatly reduced and leaves investors vulnerable to
greenwashing. For this reason, we support the development of
a consistent set of principles to govern the green bond market
as set out in the draft EU green bond standard.
The GBP have emerged as the widely adopted voluntary
standards for green bonds, and we support these standards
and encourage issuers to comply with those. While these
standards outline minimum requirements for bonds, we have
established our own internal framework to evaluate bonds too,
which builds on these Green Bond Principles.
Our internal framework provides a score (0-100%) of the
quality of the green bond framework. Irrespective of the score,
there is a pass/fail mark should green bonds not meet any of
the minimum criteria outlined below.
The assessment is split into four parts, with the overarching goal
of identifying bonds where we have confidence in governance
and processes, and strong visibility on the use of proceeds.

Figure 15: Internal ESG Scoring Framework (example using banks)
Material issues

Risk Assessment

E

Exposure to high carbon industries
Climate Strategy
Sustainable Investments
Underwriting Process
Operations
Controversies

Very Low Risk
Low Risk
Medium Risk
High Risk
Very High Risk

S

Labor Management
Diversity & Inclusion
Employee health & well-being
Human Rights
Data Privacy
Financial Inclusion
Controversies

Very Low Risk
Low Risk
Medium Risk
High Risk
Very High Risk

G

Board & Organization
Risk Management & Oversight
Remuneration
Auditors
Culture & conduct
Transparency
Controversies

Very Low Risk
Low Risk
Medium Risk
High Risk
Very High Risk

Overall ESG Risk
Assessment

Very Low ESG Risk
Low ESG Risk
Medium ESG Risk
High ESG Risk
Very High ESG Risk
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Figure 16: Internal ESG Scoring Framework (example using banks)
Use of Proceeds

Selection & Evaluation of Assets

Minimum Criteria
• Clear issuance purpose and sustainability objectives
(typically aligned to SDGs)
• List of eligible projects
• Eligible projects aligned with GBP or EU Taxonomy
• Do no significant harm, related to other sustainability
aspects of projects financed

Minimum Criteria
• Clearly defined process to select assets, including governance
• Provisions to review and replace assets in case of
non-compliance

Expectations
• Low use of refinance
• If use of refinancing, short lookback period
• Growth of green asset pool consistent with environmental
strategy

Expectations
• Third party review of processes
• Selection commitee with strong ESG credentials and
involvement of senior management (C-suite preferred)
• Review of green bond label if green projects insufficient to
cover green bonds issued
• Use of external certifications to confirm “green” characteristics
of projects (for example forestry)

Management of Proceeds

Reporting & Certification

Minimum Criteria
• Segregated proceeds of funds with internal tracking.
• Clear timeline for the investment of proceeds, consistent
with life of bond and climate/environmental strategy

Minimum Criteria
• Annual post issuance reporting until maturity including
both allocation and impact (at least until full allocation if no
changes to the green asset pool)
• Pre-issuance Second Party Opinion from a recognized third
party

Expectations
• External audit of funds tracking
• Clear policy of the allocation of uninvested funds,
consistent with objectives of the green bond

Use of proceeds: As a starting point, the issuer should
have a clear purpose to issue green bonds, including the
sustainability objectives targeted, relevant alignment with
the Sustainable Development Goals, and a list of potential
projects for inclusion. Eligible projects should be clearly
defined by the issuer and aligned with either categories
described in the Green Bond Principles or aligned to the EU
Taxonomy, where we encourage disclosure. These should also
have clear environmental benefits and should not have any
harmful impact on any other sustainable aspect. This is a core
conviction and failure to comply will result in ineligibility for
investment.
The green asset pool of the issuer should exhibit desirable
characteristics. The distinction between use of refinancing
and finance should be clearly disclosed and limited, or the
look-back period (how seasoned projects are) for refinancing
of assets should be adequate to provide incremental impact.
As we are conscious of the dilemma for issuers to both
minimise the use of refinancing, but to invest proceeds from
green bonds as soon as possible, we consider the use of
refinancing with as short a look-back period as acceptable.
Moreover, historical growth of the issuers’ green asset pool, or
eligible green assets, should reflect the issuers’ strategy and
incremental impact.

Expectations
• External audit of post-issuance reporting
• Transparent methodology for environmental KPIs, based on
recognized methodologies
• Adherence to stricter standards then ICMA GBP such as CBI
Selection & Evaluation of Assets: The issuers’ selection
process is paramount in order to ensure that governance
and processes are robust and bondholders’ interests are
safeguarded. As a minimum, we expect issuers to have a
clearly defined selection process, including appropriate
governance and oversight. We expect issuers to set up a
selection committee with appropriate expertise to select and
review projects – representing both strong ESG credentials
and representatives from senior management. Best practice
dictates the use of third-party reviews for the selection of
assets and processes. Moreover, the use of certifications or
other external metrics used to evaluate the “green” eligibility of
projects should be disclosed where possible, and in particular
for projects where the eligibility is less well-defined such as for
forestry projects.
In addition, we expect issuers to have strict provisions in case
green assets become non-compliant and thereby no longer
deemed to fit within green asset categories. This includes a
policy for the replacement of projects, periodical review of
asset eligibility, and even a review of the ‘green’ bond label
in case green assets become insufficient to fully cover green
bond issued amounts.
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Management of Proceeds: In line with the objectives of
the green bonds, we expect issuers to have proceeds from
green bonds clearly segregated with the flows of invested
cash closely tracked. Here again, external audit of the internal
tracking of funds is positive and is encouraged.
Moreover, issuers should communicate a clear timeline
for the full investment of proceeds. We expect issuers to
communicate a clear time horizon, consistent both with the
issuers’ climate/ environmental strategy, but also with the life
of the bond.
Finally, we expect issuers to have a clear policy on the
allocation of uninvested funds. We expect these to be
consistent with the ESG objectives of the green bonds and
avoid conflicts of interest when buying securities. We also
expect a disclosure of those instruments which can be used
for unallocated funds.
Reporting & External Certifications: Reporting is key for
green bond investors, both to have visibility on the proceeds,
as well as to have quantitative assessment of their impact.
We require issuers to provide post-issuance reporting on
at least an annual basis until the bond reaches maturity.
Reporting should cover both allocation with a granular split by
project category and geography, and impact with key KPIs for
their environmental impact. We also encourage reports to be
verified by third parties to improve transparency.
Where environmental KPIs are provided, we expect the issuer
to provide a transparent methodology around calculations and
assumptions. The use of widely-recognised methodologies
or third-party review of new methodologies to calculate
environmental impacts is preferred.
At the pre-issuance level, we require issuers to have second
party opinions on ICMA GBP compliance from a recognised
assurance entity as a minimum requirement. We also
encourage adherence to stricter standards such as the Climate
Bond Standards of the Climate Bond Initiative.
Ultimately, where bonds meet minimum criteria for inclusion
in the strategy, the rating of the green bond framework is
considered in the overall assessment of the green bond. The
output of the green bond framework assessment also helps
steer engagement efforts. For eligible issuers with areas of
weakness that do not force exclusion, discussions will be
held to strengthen areas of concern. For issuers that do not
meet minimum criteria, we aim to engage where relevant in
order to voice our views on why upholding high standards is
paramount for a well-functioning green bond market.

Asset-level Green Impact
The final step of our framework to assess green bonds is at
the green asset or project level. Bonds eligible for investment
after screening at the issuer and green bond framework levels
provide investors with visibility on the allocation of proceeds
and key KPIs for environmental impact.
One of the key challenges for green bonds investors is the lack
of comparable and consistent data on reported environmental
KPIs by issuers. The methodologies and assumptions used
can vary significantly, leading to difficulties in comparing KPIs.
Whilst we support efforts to provide granular information on
the climate impact of their green bonds, there remains a need
for comparable data.
We aim to select green bonds with meaningful positive
environmental impact, and our approach also includes a
quantitative assessment of environmental indicators. Given the
current lack of harmonised and comparable methodology in
disclosed indicators, we have decided to use an independent
third party to re-estimate the green bonds’ environmental KPIs
provided by issuers.
Working with Carbone4 Finance, an independent specialised
climate data provider, we aim to supplement issuer level reporting
with a third-party estimate of their environmental impact.
As we strive to invest in those with meaningful impact, this step
offers greater confidence in these green bonds’ environmental
credentials.
Summary criteria

Level

Minimum Criteria

• Adequate sustainability strategy including
climate strategy
• ESG and Environmental Profile risk
Issuer ESG
assessment: Medium
Quality
• No severe controversies incompatible with
the sustainability objectives of the strategy
(especially in breach of UN Global Compact
Principles)
• Aligned with ICMA GBP or stricter standards
(for example Climate Bond Standards)
• Best-in class governance and processes
Green Bond
• Granular impact reporting, using transparent
Framework
third-party methodologies
• Aligned with ICMA GBP
• Post-issuance allocation and impact reporting

Green asset
impact

• Meaningful positive environmental impact
using third-party quantitative data
• Aligned with Paris Agreement targets
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EXAMPLE
ASSESSMENT
CNP Assurances
Issuer Analysis
Overall ESG Assessment: Low ESG Risk
Environmental Assessment: Very Low Risk
Key Drivers (non-exhaustive):
• Remote exposure to physical climate risk through insurance
operations as a life insurer (mainly providing savings/
investment products)
• Clear and credible climate strategy, 2025 interim GHG
reduction targets already set for a large proportion of
the group’s investment portfolio (largest source of GHG
emissions). Targets based on external scenarios (IPCC 1.5˚C
trajectory for listed bonds and equities, Carbon Risk Real
Estate Monitor 1.5˚C trajectory for property), in line with best
practices
• Risks and opportunities related to climate change well
embedded into risk management framework and group
strategy. Scenario analysis to assess vulnerability of
investment portfolio on the risk side, offering of SRI funds for
unit-linked life insurance portfolios on the opportunity side

Social Assessment: Very Low Risk
Key Drivers (non-exhaustive):
• Strong labor management practices, employee training
programmes and retention efforts (corroborated through
external sources such as Glassdoor reviews and low turnover
at 9%)
• Best practice on gender diversity topics, with around half
women in management, and very low gender pay gap

Governance Assessment: Medium Risk
Key Drivers (non-exhaustive):
• Board structure not best practice (majority non-independent),
which reflects the indirect state ownership
• No significant controversies, strong track record on business
ethics and conduct
• Remuneration package aligned with stakeholders’ interest,
below average compared to peers given state ownership
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Green Bond Framework Analysis
Mandatory Criteria: The bond fulfils all mandatory criteria,
including post-issuance reporting audited (green bond report
audited by Mazars, CNP’s statutory auditor)
Additional Requirements (“Best Practice”): CNP’s Green bond
framework scores 60%, with some of the highlights:
• Refinancing limited to a two-year look-back period, and 50%
of proceeds allocated to new projects
• Majority of “refinancing” projects were still in construction at
the time of issuance of the green bond – still new projects
• Unallocated proceeds are investing according to SRI
guidelines
• Use of external certifications for both real estate and forestry
projects
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5. DELIVERING THROUGH
ENGAGEMENT
Paris aligned expectations for European
Banks and insurers
In 2021, we signed the IIGCC statement regarding
Investor Expectations for the banking sector, laying out
areas for action and disclosure in order for banks to
align with the Paris Goals. In 2022, we will continue to
focus our engagement on net zero commitments and
actions to transition to align with this commitment. This is
based on a conviction that the management of climaterelated risks and opportunities should be at the top of
the agenda for senior management teams. We strongly
support the necessity and urgency of aligning to the Paris
Agreement targets. As investors we believe the banking
and insurance sector can play a pivotal role in delivering
on net zero, while remaining resilient to transition and
physical risks. This is particularly important as long-term
bond investors in these issuers. We have therefore set
out expectations which we share with the issuers we are
engaging with.

• We expect issuers to outline their strategies and targets for
scaling up green finance, and support frameworks such as
the EU taxonomy to classify ‘green’ finance. In particular, we
support the issuance of green bonds with robust green bond
frameworks 5 (at least aligned with the ICMA Green Bond
Principles with pre- and post- issuance reporting audited or
verified by a third party).
2. Governance and accountability
• We expect accountability at the board (this refers to the board
of directors or equivalent) level for issuers’ climate strategy,
including oversight responsibility
• We expect boards to ramp-up climate expertise, through
training of board members on climate-related topics and/or
directly adding board members with climate-related expertise
• We expect a clear and material link between issuers’ climate
strategy and executive variable pay and performance
assessment (only performance assessment if the bank does
not have variable pay practices). This must be based on
interim targets that occur within a typical CEO’s tenure and
assessed periodically

1. Net Zero Commitments and Strategies
• We expect issuers to commit to net zero for all operations
(including financing and investing activities) by 2050 at latest

3. Risk Assessment & Reporting
• We expect climate reporting aligned with TCFD
recommendations

• We expect this commitment to be complemented by a clear
and credible net zero pathway, including science-based
interim targets (not further away than 2030)

• In particular, we expect:
• A clear and granular assessment of climate-related risks
in investment, lending and underwriting portfolios

• While the focus needs to be on reducing emissions across all
operations, the use of carbon offsets should be detailed within
the interim targets and net zero plan and be in line with best
practice 4
• We encourage issuers to use recognized tools or
programmes when setting targets and their net zero pathway,
such as the SBTi or PACTA methodologies
• We expect Net Zero strategies to prioritize the most carbon
intensive sectors and set specific sector-by-sector targets (or
by asset class in the case of securities portfolios)
• We expect issuers to set strict exclusions policies for fossil
fuel financing (in particular thermal coal phase-out by 2030 on
OECD countries and 2040 worldwide and no new unabated
thermal coal generation) that is compatible with the Paris
agreement targets

• Clear disclosure of areas vulnerable to climate risk
(transition or physical risk) and use of scenario analysis/
stress tests to quantify vulnerability
• Clear reporting on scope 3 aligned emissions (lending/
investment portfolio) based on robust methodologies
These expectations are aligned with the IIGCC Banking Sector
Expectations 6 and the latest TCFD supplemental guidance for
banks and insurance companies 7.

4

The Oxford Principles for Net Zero Aligned Carbon Offsetting 2020

See our Green bond assessment framework for further details on our
requirements and expectations for green bonds
5

6

https://www.iigcc.org

7

Task Force on Climate-related Financial Disclosures.pdf (fsb.org)
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Net zero issuer heatmap
While setting our priorities, we have conducted an initial
analysis of all issuers held in the strategy. This provides us
with a starting point for discussions with issuers, that will be
rolled out throughout the year. A personalized letter, with our
current assessment will be sent out individually for issuers,
after which we expect ongoing discussions to track progress.

Figure 17: Net zero issuer heatmap
Issuer

Interim
Net Zero
Commitment targets
set

Board
Recognized Sector-by- Fossil Fuel
sector
tools/
Exclusion Oversight
programmes
of Climate
Policy
Strategy

Bank 1
Insurer 1
Insurer 2
Bank 2
Bank 3
Bank 4
Bank 5
Bank 6
Insurer 3
Bank 7
Bank 8
Bank 9
Bank 10
Insurer 4
Bank 11
Bank 12
Bank 13
Bank 14
Insurer 5
Insurer 6
Bank 15
Bank 16
Bank 17
Heatmap color code
Better than expected
Aligned with expectations
Below expectations but in the right direction
Below expectations
Laggard, nothing yet in place

| Source: GAM/ Atlanticonium. As at 31 December 2021.

Climate
expertise
on board

Clear and
TCFDClimate
aligned
training for material
board
integration reporting
of climate
in exec pay

Assessment Reporting
Clear
disclosure of climate on scope 3
emissions
risks
vulnerable
of areas

29 |

CASE STUDIES
Improving robustness of green bond
frameworks and reporting
Robust green bond frameworks and transparent and accurate
reporting on use of proceeds and impact is critical to our
investment process and delivering on the impact objectives of
the strategy.
As set out in our green bond assessment framework above, we
have clear expectations and minimum requirements for issuers
and engage to improve these to deliver better outcomes for our
clients and to improve market practices. On the right are two
case studies.
Climate Bonds Initiative
The Climate Bonds Initiative (CBI) is an organisation working
to mobilise global capital for positive environmental action in
line with the Paris agreement. The CBI promotes investments
through green and climate bonds that support a low carbon and
climate-resilient economy. We were invited by the CBI to join
their Transitions Investors Advisory Council. Through the group
we are able to develop guidance on credible transitions for both
the use of proceeds and entry-level assessment for green bonds.

Case study 1 (Bank) – Excluded
After conducting due diligence on the issuers’ green
bond framework, our assessment showed that the
green bond failed our requirements. This was due
to the fact that the issuer did not commit to having
its green bond reporting (post-issuance allocation
and impact reporting) audited or verified by a third
party. Our engagement with the issuer has been
unsatisfactory, as they argued that this is not a formal
requirement of the ICMA Green Bond Principles.
Therefore, as this is a mandatory requirement in
our framework, the green bond was excluded from
potential investment.

Case study 2 (Insurer) – Included
As part of our frameworks, we require that issuers
provide a clear split of projects (when the list is
not provided) by type of projects and geography.
Transparency is essential for green bond investors,
and granular reporting provides better visibility on
how proceeds are used, and the potential impact.
After conducting due diligence on a European
insurer’s green bond, we noticed that the framework
did not mention that the issuer would provide the split
of projects by geography. After engaging with the
issuer, they agreed to provide us with the info (either
on an ad-hoc basis or to be incorporated in the future
green bond report). Ultimately this was provided as
part of the issuers’ green bond report.
We will continue to engage on our framework
expectations and on strengthening transparency
around taxonomy and ‘do no significant harm’
requirements.
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6. MEASURING IMPACT
Our approach
Measuring the environmental impact from the green projects
and assets funded is a key challenge. Methodologies and
assumptions used can vary significantly, leading to difficulties
in comparing key performance indicators (KPIs). As outlined
above, our investment process and engagement focuses on
improving the robustness, accuracy and granularity of the green
bonds use of proceeds and associated impact. We rely on
these reports to provide portfolio level reporting. However, given
the current lack of harmonised and comparable methodology
in disclosed indicators, we have decided to additionally use
Carbon4 Finance – a specialist data provider - to assess the
associated environmental impact. External auditing of postissuance reporting is one of our expectations. All data reported
was externally audited by the issuer, approximately two thirds
have verification on both the allocation and impact, and one third
on the allocation only. We continue to engage on this issue.

Key environmental impact indicators
CO2 emissions avoided
To assess the carbon impact of each green bond, Carbone4 uses
a proprietary methodology which calculates both the induced
emissions and avoided emissions from projects financed. The
net between both is the calculation for emissions saved. Data is
compiled using physical data available, for example renewable
capacity installed, to which Carbon4Finance applies industry
ratios, for example the loading factor for solar farms. This is
based on a combination of Carbon4Finance’s proprietary
database and public databases such as governmental. In
case the issuer does not disclose sufficient information,
Carbon4Finance applies monetary ratios based on industry
averages, for example the average CO2 emissions avoided
from €1m invested in a solar farm. These monetary ratios are
also based on a combination of Carbon4Finance’s proprietary
databases and other external databases.
As an example, when building a solar farm, the calculation would
consider the emissions saved through green energy generation
less than the emissions induced by the construction and
purchase of material to build the farm.

Figure 18: Illustrative calculation of CO2
emissions saved
Emissions savings =
Induced emissions - Reference situation
Reference situation
Emission
savings

Induced
emissions

| Source: Carbon4Finance Atlanticomnium/GAM.
Avoided emissions are calculated by comparing the project’s
GHG emissions’ impact with a reference situation (typically
based on an average for the sector in the country). For example,
the net emissions saved from a solar farm in Spain is calculated
comparing the net carbon emissions of the solar project,
compared to carbon emissions from electricity generation in
Spain using the average energy mix.
This approach provides a more granular to understand impact.
To continue the example, solar projects in different countries
will not have the same impact as the calculation depends on
the underlying energy mix: the cleaner the energy mix, the less
incremental impact.
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Figure 19: Avoided CO2 emissions
example: Spanish solar farm
Avoided CO2 emissions example: Spanish Solar Farm
Pre-operating
phase (construction, materials)
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| Source: Carbon4Finance Atlanticomnium/GAM.
Other environmental KPIs are based on similar methodologies.
MW/MWh of renewable capacity installed/generated
This is either taken from issuers’ reporting otherwise monetary
ratios are applied. For MWh, these are computed either based
on reported data if available, or based on industry ratios,
such as the loading factor, that is derived from a combination
of internal datasets and other external datasets, typically
government databases.
M2 of green buildings financed/refurbished
Square meters of green buildings financed and renovated
are either taken from issuers’ reporting, otherwise these are
computed based on monetary ratios. These ratios are based on
C4’s proprietary databases as well as other external databases.
Waste & water managed
Cubic meters of water treated and tonnes of waste managed are
solely based on monetary ratios given very limited disclosure
from issuers. These ratios are based on C4’s proprietary
databases as well as other external databases.

Temperature alignment
There is increasing interest in understanding temperature
alignment. Methodologies and metrics are still evolving and our
approach may change over time. This calculation is based on
a curve that transforms the portfolio’s overall Carbon Impact
Analytics (CIA) score into an alignment temperature in 2100.
This curve is constructed with 2 tangents (upper limit and lower
limit), and 2 reference points, the LC100 (Euronext Low Carbon
100 Eurozone PAB Index) as the low carbon index aligned
at 2°C, and the “Business as usual” data point represented
by the MSCI World Large Cap Equity Index. By considering
the upper and lower tangents along with these two reference
points, we get an S-shaped curve that is used as a tool to
assign alignment temperature to all corporate instruments in a
portfolio. This concept is illustrated by the graph here below. The
full methodology is available here (CIA methodological guide
(carbon4finance.com).
The portfolio’s CIA score is a rating based on the average CIA
score of individual green bonds. This score is based on the
green bond’s carbon performance and qualitative assessment
of the green bonds’ transparency. The quantitative assessment
is mainly based on C4’s “Carbon Impact ratio” (saved emissions
divided by induced emissions), which reflects the green bonds’
environmental impact. The qualitative adjustment is based on the
green bond’s transparency, by reviewing the quality of reporting.
The reason why transparency forms part of the green bonds’
rating, is that for green bonds with poor reporting there is higher
uncertainty and so the environmental impact is discounted.
And finally, to give more context on the use of this alignment
temperature: this allows a comparison with a close benchmark,
as well as an evaluation of the compatibility of the portfolio with
the Paris Agreement.

Figure 20: Illustration of temperature alignment methodology
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Taxonomy alignment and Do No Significant
Harm
The EU taxonomy is a classification system that establishes
a list of environmentally sustainable economic activities in
order to assess whether an economic activity is eligible by
the EU Taxonomy. Eligible activities are wide-ranging and
have a positive environmental impact, that contribute to six
environmental objectives, including climate change mitigation,
adaptation, pollution and biodiversity. For each activity, the
taxonomy sets out the technical screening criteria and requires
compliance with the “Do no significant harm” (DNSH) principle.
“Do no significant harm” means that activities must not do
significant harm to other environmental objectives, for example
an offshore wind farm that would negatively impact local
marine life.
Given the very recent introduction of taxonomy, data availability
on taxonomy alignment is currently challenging. While some
issuers have started reporting, overall data on taxonomy
alignment remains limited.
Nevertheless, given the nature of the portfolio and our
regulatory obligation to disclose a minimum proportion of
investments that are taxonomy aligned we have conducted an
initial analysis of the portfolio. Although we cannot currently
provide a fully accurate commitment as to the proportion of
investments of the portfolio in environmentally sustainable
economic activities aligned with the EU Taxonomy, we have
estimated that the minimum proportion of investments in
environmentally sustainable economic activities aligned with
the EU Taxonomy (including in transitional and enabling
activities) is approximately 25% of the net assets of the portfolio
as a minimum based on currently available data.
In implementing the investment strategy, we select investments
which we consider contribute to the environmental objectives of
climate change mitigation and/ or climate change adaptation,
as well as other environmental objectives, yet to be defined
under the EU Taxonomy.

As outlined above, the majority of the investments of the
strategy are in green bonds of financials which finance
projects with a positive environmental impact (mainly
renewables and green buildings).
Based on internal analysis of the portfolio as at December 2021,
the analysis showed that for 34% of the NAV of the portfolio:
i. issuers reported that the green bonds were fully compliant
with the EU Taxonomy (for example Rabobank and ING
representing full alignment of the green bonds’ proceeds with
the EU taxonomy)
or
ii. issuers reported that the relevant Green Bond asset pool was
considered to be aligned with the EU Taxonomy based on an
opinion by a third party that would have relied on legislative
acts which at the time would have yet to be adopted by the
European Commission e.g. the draft Commission Delegated
Regulation establishing the technical screening criteria for
determining the conditions under which an economic activity
qualifies as contributing substantially to climate change
mitigation or climate change adaptation and for determining
whether that economic activity causes no significant harm to
any of the other environmental objectives
Given the strategy’s allocation to Impact Bonds, the exposure
to environmentally sustainable economic activities aligned with
the EU Taxonomy is anticipated to be significantly greater. This
will be kept under active review and once sufficient reliable,
timely and verifiable data from issuers or investee companies
becomes available and can be assessed against the applicable
technical screening criteria we will update our disclosures.
As outlined above, we will continue to engage on our
framework expectations and on strengthening transparency
around taxonomy and ‘do no significant harm’ requirements.
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APPENDIX

Overview of key organisations

Atlanticomnium
Atlanticomnium S.A., regulated by the Swiss Financial Market Supervisory Authority (FINMA) is an independent Geneva-based fund
management company, which has specialized in credit investing since it was founded in 1976. The firm has managed assets for GAM since
1985 and has 35 years of experience investing in the bonds of financials. The team’s strong track record, wealth of expertise in the European
financial sector and access to senior management means it is extremely well placed to exploit the opportunity in green bonds of European
financials.

Carbone4
Carbone4 was created in 2007 by climate and energy experts Jean-Marc Jancovici and Alain Grandjean. Initially a consulting firm
specialising in low carbon strategy and climate change adaptation, Carbone4 has expanded its activities with Carbon4 Finance – a
specialised data provider for the financial sector. Carbone4 employs more than 50 climate professionals across Carbone4 and Carbon4
Finance.

GAM Investments
GAM is an independent, pure-play asset manager providing active investment solutions and products for institutions, financial intermediaries
and private investors. Collectively, we manage CHF 100 billion in assets for our clients.
As a global asset manager, GAM’s purpose is to protect and enhance our clients’ financial future. By attracting and empowering the
brightest minds to think beyond the obvious, we strive to provide investment leadership, innovation and a positive impact on society and the
environment.
Our investment management capabilities provide clients with differentiated investment strategies across equity, fixed income, alternatives
and multi-asset. These are actively managed with discretionary, systematic and specialist approaches. Our product and solutions capabilities
are focused on client needs and we are focused on building out our sustainable product offering.

Important legal information
Capital at Risk. Claims, awards and rankings may not be representative of the future performance of a GAM product or service. The
information in this document is given for information purposes only and does not qualify as investment advice. Opinions and assessments
contained in this document may change and reflect the point of view of GAM in the current economic environment. No liability shall be
accepted for the accuracy and completeness of the information. Past performance is not a reliable indicator of future results or current or
future trends. The mentioned financial instruments are provided for illustrative purposes only and shall not be considered as a direct offering,
investment recommendation or investment advice. The securities listed were selected from the universe of securities covered by the portfolio
managers to assist the reader in better understanding the themes presented and are not necessarily held by any portfolio or represent any
recommendations by the portfolio managers. Investors with specific sustainability preferences or sustainability-related objectives should refer
to our sustainability-related disclosures and policies available here for further information..
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