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All-Star Manager Series
Uncovering what separates the star 
managers from the rest of the pack 
using our factor-based analytics.

Top selling climate funds: what exactly does ‘climate’ 
mean, and what else do you get along the way? 
In the�first of our new “Star Manager” series in which we will profile  
select funds to examine what’s really going on with their investments, 
we studied five of the most popular European climate funds. 

Summary:

• The selected top-selling European
Climate funds have a range of ESG
scores with the CPR AM fund as the
highest scoring;

• Predominately, ‘Climate’ investing
means focus on Energy (efficiency
and renewability) along with Water;

• Only half of the funds have a
consistently lower carbon exposure
than the MSCI World Index;

• Investing in these Climate funds
means investing in a strong small- 
cap bias (except for one fund),
a strong High Volatility bias and
Momentum bias coupled with a
bias against Value stocks;

• There seems to be some trade-off
between a high ESG score and a
high investment return.

By:
Damian Handzy
Head of Research and Chief Commercial Officer
Style Analytics

In this paper we reveal what types of companies, 
besides those involved in the transition to a low 
carbon economy, investors are being exposed to. 
What exactly do these managers mean by ‘climate’? 
What other exposures can an investor expect from 
these sorts of funds?

The five funds are: 

 z Nordea 1 – Global Climate and Environment Fund

 z BNP Paribas Climate Impact

 z DWS Invest ESG Climate Tech

 z CPR Invest Climate Action

 z Amundi Index MSCI Global Climate Change
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Figure 1: This ESG Skyline™ shows exposures to the fourteen ESG factors for the 68 funds in the Morningstar peer group 
(colored sections divided into quartiles) together with the individual analyses for the five funds under analysis, shown in 
the symbols. Source: Style Analytics Peer Insights.

The five funds were analyzed over the past two years compared 
to the MSCI World Index. We also compared these funds to their 
Morningstar peer group (Sector Equity Ecology) that includes 68 
funds as of June 2020.

As expected, all of these top selling climate funds have a better-
than-average ESG results, as does the bulk of the peer group, 
shown above the zero-line representing the MSCI World Index  
in Figure 1.

The CPR fund is a clear positive outlier in nearly all 
of the Environmental factors and several other ESG 
scores. While the distribution of Carbon scores is in a 
tight range, four of the five funds show better-than-
benchmark scores (i.e., they are above the zero line).

Digging into the funds’ exposures to carbon intensive 
companies over the past two years, using the standard 
measure of tons CO2 emissions per million dollars of 
annual revenue, we can see that three of the funds - 
CPR, Amundi and DWS – consistently score better 
(lower) than the benchmark (central light blue line) 
across time in Figure 2.

There is a trade-off between  
good ESG and good returns:  
funds which have less impressive 
Environmental results have  
better performance.
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Figure 3: Absolute Fund Performance as per June 2020 compared to 68 funds in the Morningstar peer groups. 
Source: Morningstar and Style Analytics

Figure 2: This Carbon Footprint comparison shows a calculated weighted average from the security weights of the 
portfolios’ exposure to carbon intensive companies. It uses the Carbon Intensity of each company which accounts  
for Scope 1 and Scope 2 emissions per annual revenues. Source: Sustainalytics.

We notice that there is a trade-off between good ESG and good returns: 
funds which have less impressive Environmental results have better 
performance. Still, all of the five funds oVUperform the benchmark MSCI 
World Index (see below) in the very short term (1M, 3M).
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According to Sustainalytics, ‘Climate’ funds are focused mostly on 
investments in Energy Efficiency, Renewable Energy and Water.

Sustainalytics Sustainable Product Research Comparison as per June 2020:

Nordea 1 -  
Global Climate 

and Envir Fd

BNP Paribas 
Climate 
Impact

DWS  
Invest ESG 

Climate Tech

CPR Invest 
Climate 

Action 

Amundi Index 
MSCI Global 

Climate Change 

Environmental % % % % %

Energy Efficiency 6.3 11.2 7.4 4.8 5.9

Green Buildings 1.7 3.8 1.8 2.8 1.5

Green Transportation 1.9 0.7 0.8 2.2

Pollution Prevention & Reduction 3.6 0.8 1.1 0.2

Renewable Energy 5.6 12.5 11.5 5.8 1.2

Resource Efficiency 1.2 3.8 1.3 0.1

Sustainable Agriculture, Food & Forestry 1.2 1.3 0.7 0.3

Water 5.5 10.3 9.2 0.6

Social % % % % %

Affordable Housing 0.01

Education

Financial Inclusion

Health 1.5 0.11 8.8

Figure 4: Comparison of funds according to their sustainable product investments�	NJO�MFWFM�PG�JOWPMWFNFOU���
. ��������������������������
Source: Sustainalytics

Turning from ESG analysis to fundamental investment factors:

z All of the funds invest in equities with smaller market caps than the�
MSCI World Index except for the Amundi ETF;

z Three out of the five are biased towards High Volatility stocks (Nordea,�
DWS and BNP) and all but one (BNP) invest in high Momentum stocks;

z They are biased away from Value and Yield stocks when compared to�
the benchmark. The 68-fund peer group is similarly biased away from�
both Value and especially Yield;

z The two consistently highest performing funds, Nordea and DWS, show�
a small overexposure to factors with modestly positive returns (Volatility�
and Momentum), but crucially they have big under-exposure to the�
GBDUPST�UIBU�IBWF�HFOFSBUFE�MPXFS�JOWFTUNFOU�SFUVSOT�ŷ�7BMVF�BOE�:JFME�
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The factor exposure profiles, adjusted for country and sector effects, are 
shown below in Figure 5:

Figure 5: This Summary Skyline™ shows exposures to the seven styles for the 68 funds in the peer group (colored sections 
divided into quartiles) together with the individual analyses for the five funds under analysis, shown in the symbols.  
Source: Style Analytics Peer Insights

It is unsurprising that actively managed climate funds 
tend to invest in smaller cap companies, which are 
both younger and are typically more ESG-minded than 
larger more established names. Smaller cap stocks 
also tend to have higher volatility, both of which are 
characteristic of these climate funds. 

The bottom line is that theTF five popular European 
climate funds give investors exposure to the low 
carbon transition trend, but also mean investors are 
likely to be exposed to more Volatility and Momentum, 
and less Value and Yield. Someone who buys these 
climate funds is getting a factor bias, whether or not 
they know it and whether or not they want it.

Nordea 1 - Global Climate and Envir Fd
BNP Paribas Climate Impact (Jul 2020)
CPR Invest Climate Action (Jun 2020)

DWS Invest ESG Climate Tech
Amundi Index MSCI Global Climate Change


