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 Green fund assets, in billions of euros

 Breakdown of green funds by inception date

A dull niche
The study identified 194 thematic funds with an explicit environmentally-focused strategy managed in 18 European 
countries. Social well-being or health funds were excluded. Any funds that combine natural resources and sustainabi-
lity were also excluded because they are invested in mining, petrol or gas companies or even in producers of inputs 
used in intensive agriculture (pesticides, fertilizers, seed).
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B
ack in 2008, there was talk of a « green bubble », and climate and energy funds were popping 

up apace. The Novethic SRI Research Centre devoted a study to nearly 200 European 
environmental funds on the market at the time. Four years and two major financial crises 

later, a market review was conducted. Green funds basically select shares in companies that are 

either exclusively involved in environmental businesses or generate most of their revenue in 

green businesses.

April 2012

Modest performance
With €13.3 billion of assets in Europe, envi-
ronmental funds can hardly be considered 
significant boosters of green growth, none 
capturing individual savings or institutional 
investments for cleantech companies.

The enthusiasm of 2007
has tailed off
Environmental funds sparked growing interest 
until 2007. Nearly one-third of the sample funds 
were set up that year. The financial crisis dealt 
a severe blow to green funds. This factor, along 
with declining attention paid to environmental 
issues following the failure of the Copenhagen 
Summit probably explain why in 2011 fund 
creation levels aligned with 1995 level. Further-
more, about thirty funds set up since 2006 have 
already been closed. Two-thirds of the funds 
are managed in four countries (France, Switzer-
land, the United Kingdom and Germany), with 
different trends. German environmental funds 
have fallen considerably (23 funds in 2011, 
down 34% since 2008), while Swiss products 
have developed (up 29%).
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Financial data

 Average annual performance of green funds

 Breakdown of growth in green fund assets between 2008 and 2011, in billions of euros

Crippling financial performance
The least diversified funds are where the financial crisis hit hardest. There are indeed only few listed green companies. 
Their development often depends on their ability to find funding, and their stock market appeal is undermined by their 
lack of liquidity. That is why they were snubbed by the markets in 2008, the bleakest year of all. A similar phenomenon 
occurred in 2011, combined with the drastic reduction in government subsidies granted to renewable energy produ-
cers. As a result, both individual and institutional investors were driven further away.

Low inflows
The 194 environmental funds reviewed by Novethic have changed little in four years, covering slightly more than €13 
billion in assets. The existing green funds suffered in terms of both performance and fund raising, as the two are inter-
related. Although €910 million in new funds were poured into environmental investments between 2008 and 2011, 
investors have gradually turned away from so-called pure players. Favour has shifted towards larger capitalisations, 
which present less of a financial risk but also focus less on measurable environmental benefits.

Listed markets therefore contributed little to green growth. Whilst, the SER (France’s renewable energies professional 
association) estimates that France needs €7 billion per year in investments for renewable energy to represent 25% of 
the energy mix by 2020.
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Theme and portfolio analysis

The 194 environmental funds in the sample were 
broken down into six categories:

•  Water: water management, distribution and treat-
ment;

•  Alternative energy: renewable or « clean » 
energy (manufacture of machinery, development 
and operation);

•  Cleantech:  businesses related to water, 
renewable energy or waste management;

•  Climate: renewable energy production or busi-
nesses involved in energy efficiency to fight 
climate change;

•  Environment: businesses focused on protecting 
the environment (covers previous categories);

•  Sustainable development: all environmental 
businesses plus health and well-being.

A thorough review of investment portfolios 
was conducted owed to specialised databases. 
In general, environmental funds are invested 
in more diversified business sectors than 
suggested by their theme. Some funds even 
invest in all business sectors. To address this prac-
tice, the Novethic Research Centre created two 
other categories:

•  Environmental performance: funds that do 
not emphasise on green businesses but select 
companies based on environmental criteria (e.g. 
energy-efficient cement manufacturers);

•  No theme: no obvious environmental strategy in 
fund composition or management process.

Broad themes
Only half of the funds in the sample include investments 
focused on the theme claimed in their marketing. Thirty-
four percent of the portfolios are invested in multiple business 
sectors, but only 6% are presented as such. The water theme 
stands out, with only two out of 17 funds that are not restricted 
to water-related businesses.

Questionable investment choices
The terms « clean energy » and «alternative energy» supposedly 
refer to renewable energy, but many funds consider that gas 
and nuclear energy qualify because they pollute less than oil 
and coal. Some managers choose to invest in industrial conglo-
merates, energy companies or even oil companies, with green 
technology representing only a trifle of their revenue.
The analysis shows that 38% of funds have a minority of 
investments in sectors apparently unrelated to the theme 
claimed (automotive, construction, mining industries, etc.).

Misleading themes

Green funds have essentially maintained their marketing positioning over the past three years. However, the 
number of cleantech, climate and environmental funds has increased substantially, rising from 55% to 67% of the sample 
between 2008 and 2011. The proportion of more specific themes, such as water or alternative energy, has dipped.

Investment managers publish little information on their green investment criteria. Very few report 
a minimum threshold of environmental businesses for companies to be eligible for investment. It is unclear if ESG criteria 
are taken into account in addition to the thematic approach. As a result, only one-quarter of the sample can 
be qualified as SRI.

Focus on the composition of 
« alternative energy » funds
Only 38% of the so-called « clean energy » funds seem 
to invest as they claim. Fifty-six percent of them have 
enlarged their investment universe to water, waste mana-
gement or climate change companies. More surprisingly, 
6% of these funds are invested in sectors that have very 
little relation with renewable energy.
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Novethic is the leading research centre on Responsible Investment in France. It conducts studies and organises events to mobilise 
financial actors on Environmental, Social and Governance (ESG) issues into investment practices. In 2009, Novethic launched first French 
SRI Label, awarded to mutual funds whose management systematically takes into account Environmental, Social and Governance 
criteria. Novethic is part of Caisse des Dépôts. www.novethic.com

Financing from institutional investors

Where can resources be found to finance green growth in Europe? Whatever the means (listed 

markets, private equity, project finance), financing figures remain low or have declined, making the European 

Union’s target of 20% renewable energy by 2020 look unlikely. The collapse of solar and wind energy has 

not been offset by the emergence of new sectors such as renewable marine energy or energy efficiency.

The Novethic Research Centre presents an overview with a few symbolic figures:

€865 million were invested in green funds by French institutional investors at the end of 2011, 
according to Novethic’s annual survey. 27% of these assets (€235 million) also qualify as SRI.

A 30% drop in venture capital investments in cleantech companies since 2010.
Source: Overview of cleantech companies in France in 2012 by Green Univers

36 MW of Europe’s largest photovoltaic power plant in Toul-Rosières in eastern France were acquired 
in January 2012 by the 2020 European Fund for Energy, Climate Change and Infrastructure, or Marguerite fund. 
The Marguerite fund was set up to finance clean energy projects in 27 European countries by public and private 
investors and plans to invest a total of €1.5 billion.

€16 billion, or 30% of the loans granted by the European Investment Bank (EIB), financed climate 
initiatives in Europe in sectors ranging from energy, transportation, water, sanitation, solid waste, forestry and research, 
development and innovation in 2011.

+14%: it’s the worldwide cleantech investment’s growth in 2011. While the United States increased its 
solar energy facilities by 65%, China approved a five-year plan for 2011-2015 to achieve 40% of renewable energy 
by 2040 with €300 billion in financing.

US$ 41 billion in cleantech mergers and acquisitions in 2011, a 153% rise on 2010.
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