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Environmental, Social, and Governance Data as Tools for
Investing in Sustainable Businesses
Tools for Spotting Trouble
Of late, investors and advisors have been overwhelmed with materials and
advertisements for new ESG products. So varied are these offerings that ESG has
become more of a source of confusion than simply a set of tools for discovering
new investment ideas or for managing portfolio risk. ESG is not charity; it’s not
feel-good investing; and it’s not a call for divestment.
ESG is a set of factors one can use to determine the quality and growth potential
of an individual company while providing potentially positive environmental and
social impacts. It is an analytic tool that a rational investor might wish to use to
determine the sustainability of a given company. The best way to understand this
is to go through a hypothetical investment process.

The Rational, Hypothetical
Let's imagine an investor who has noticed a pattern. She notices that individuals
like to treat themselves to small luxuries during economic hardship. She confirms
her thesis by examining stock market data across various economic environments
looking at manufacturers of confectioners, like chocolate and hard candy. She
confirms for herself that these companies do quite well shortly after major market
corrections -- the sort that lead to recession and unemployment.
She then begins to examine the fundamentals of makers of these little luxuries
looking for the best of the best candy makers. She would like to see financial
stability, a controlling stake of the market, and difficult to replicate competitive
advantages.
She concludes from data garnered from stock markets and data gathered from
financial statements that she has found the best company to hold during what she
believes is a coming recession.

Trouble in Paradise
However, her analysis does not include real world issues.
An environmental lens would tell her that the company has terrible water
management practices in a part of the world with strained water tables.
A social lens would tell her that the company has several harassment cases levied
against its executives.
A governance lens would tell her that the company has super-voting-rights
preferred stock owned by only a handful of individuals -- one of which is both
president and chairman.
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A rational investor might be disinclined to invest in a company that has a huge
expense looming in the near future, like a management systems overhaul.
Furthermore, that investor may be concerned that impending lawsuits against the
executives will be costly and ultimately paid for by the shareholders. Lastly, an
entrenched voting body and management team may be disinclined to address the
specific issues in an effective and transparent fashion.
While all other data suggest that this business should grow, the environmental,
social, and governance examination tells her otherwise. This business is what we
at Mirova would call unsustainable.

How We Put It Together
This sort of analysis is similar to how we use ESG at Mirova, with dual emphasis on
long-term returns and positive impact. We look for companies that have positive
exposure to long-term trends. We look for companies that have minimal negative
environmental externalities, minimal negative social externalities, and have good
governance. Those long-term trends we are currently follow are: population
growth; urbanization; emerging middle-class; aging population; technological
advances; strained resources (like water and food); climate change; and changing
financial systems.
We seek to invest in this changing world by looking for companies driving positive
trends, companies providing solutions to negative trends, or companies neutral to
positive or negative trends but provide a social service or drive innovation.
We believe that companies with good environmental, social, and governance
practices and policies are all the more likely to survive over the long term. Lastly
we look for companies with good fundamentals that have, what we believe to be,
the attributes of a company that will grow over the next 36 months. These are,
what we believe, the sort of companies a rational investor would wish to own.
LEGAL INFORMATION
This information purpose only document is a non-contractual document intended for
investment professional use only. It may not be used for any purpose other than that for
which it was conceived and may not be copied, distributed or communicated to third parties,
in part or in whole, without the prior written consent of Mirova, Natixis AM and Natixis AM
US.
Mirova, Natixis AM and Natixis AM US reserve the right to modify any information contained
in this document at any time without notice, including any reference to management process
which does not constitute an undertaking from Mirova, Natixis AM or Natixis AM US.
This document consists of a presentation created and prepared by Mirova based on sources it
considers to be reliable. However, Mirova, Natixis AM and Natixis AM US do not guarantee
the accuracy, adequacy or completeness of information obtained from external sources
included in this document.
Mirova, Natixis AM and Natixis AM US will not be held liable for any decision taken or not
taken on the basis of the information disclosed in this document, nor for any use that a third
party might make of this information.
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Under Mirova’s investment responsibility policy, and in accordance with the treaties signed
by the French government, the strategies directly managed by Mirova do not invest in any
company that manufactures, sells or stocks anti-personnel mines and cluster bombs.
This document may contain references to third party copyrights, indexes, and trademarks,
each of which is the property of its respective owner. Such owner is not affiliated with
Mirova, Natixis AM, Natixis AM US or any of its related or affiliated companies (collectively,
the "Adviser") and does not sponsor, endorse or participate in the provision of any Adviser
services, funds or other financial products. The index information contained herein is derived
from third parties and is provided on an “as is” basis. The user of this information assumes
the entire risk of use of this information. Each of the third party entities involved in
compiling, computing or creating index information, disclaims all warranties (including,
without limitation, any warranties of originality, accuracy, completeness, timeliness, noninfringement, merchantability and fitness for a particular purpose) with respect to such
information.
The provision of this material and/or reference to specific securities, sectors, or markets
within this material does not constitute investment advice, or a recommendation or an offer
to buy or to sell any security, or an offer of services. The analyses, opinions, and certain of
the investment themes and processes referenced herein represent the views of the author(s)
as of the date indicated. These are subject to change. There can be no assurance that
developments will transpire as may be forecasted in this material.
Non contractual document
This communication is for information only and is intended for investment service providers or
other Professional Clients. This material may not be redistributed, published, or reproduced,
in whole or in part. Although Natixis Global Asset Management believes the information
provided in this material to be reliable, including that from third party sources, it does not
guarantee the accuracy, adequacy or completeness of such information. In the E.U. (outside
of the U.K.): Provided by NGAM S.A. or one of its branch offices listed below. NGAM S.A. is a
Luxembourg management company that is authorized by the Commission de Surveillance du
Secteur Financier and is incorporated under Luxembourg laws and registered under n. B
115843. Registered office of NGAM S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand
Duchy of Luxembourg. France: NGAM Distribution (n.509 471 173 RCS Paris). Registered
office: 21 quai d'Austerlitz, 75013 Paris. Italy: NGAM S.A., Succursale Italiana (Bank of Italy
Register of Italian Asset Management Companies no 23458.3). Registered office: Via Larga, 2
- 20122, Milan, Italy. Germany: NGAM S.A., Zweigniederlassung Deutschland (Registration
number: HRB 88541). Registered office: Im Trutz Frankfurt 55, Westend Carrée, 7. Floor,
Frankfurt am Main 60322, Germany. Netherlands: NGAM, Nederlands filiaal (Registration
number 50774670). Registered office: World Trade Center Amsterdam, Strawinskylaan 1259,
D-Tower, Floor 12, 1077 XX Amsterdam, the Netherlands. Sweden: NGAM, Nordics Filial
(Registration number 516405-9601 - Swedish Companies Registration Office). Registered
office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: NGAM, Sucursal en España.
Registered office: Torre Colon II - Plaza Colon, 2 - 28046 Madrid, Spain. In Switzerland:
Provided by NGAM, Switzerland Sàrl, Rue du Vieux Collège 10, 1204 Geneva, Switzerland or
its representative office in Zurich, Schweizergasse 6, 8001 Zürich. In the U.K.: Provided by
NGAM UK Limited, authorized and regulated by the Financial Conduct Authority (register no.
190258). Registered Office: NGAM UK Limited, One Carter Lane, London, EC4V 5ER. In the
DIFC: Distributed in and from the DIFC financial district to Professional Clients only by NGAM
Middle East, a branch of NGAM UK Limited, which is regulated by the DFSA. Related financial
products or services are only available to persons who have sufficient financial experience and
understanding to participate in financial markets within the DIFC, and qualify as Professional
Clients as defined by the DFSA. Registered office: Office 603 - Level 6, Currency House Tower
2, PO Box 118257, DIFC, Dubai, United Arab Emirates. In Singapore: Provided by NGAM
Singapore (name registration no. 53102724D), a division of Natixis Asset Management Asia
Limited (company registration no. 199801044D). Registered address of NGAM Singapore: 10
Collyer Quay, #14-07/08 Ocean Financial Centre, Singapore 049315. In Taiwan: Provided by
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NGAM Securities Investment Consulting Co., Ltd., a Securities Investment Consulting
Enterprise regulated by the Financial Supervisory Commission of the R.O.C. Registered
address: 16F-1, No. 76, Section 2, Tun Hwa South Road, Taipei, Taiwan, Da-An District, 106
(Ruentex Financial Building I), R.O.C., license number 2012 FSC SICE No. 039, Tel. +886 2
2784 5777. In Japan: Provided by Natixis Asset Management Japan Co., Registration No.:
Director-General of the Kanto Local Financial Bureau (kinsho) No. 425. Content of Business:
The Company conducts discretionary asset management business and investment advisory
and agency business as a Financial Instruments Business Operator. Registered address: 2-23 Uchisaiwaicho, Chiyoda-ku, Tokyo. In Hong Kong: Provided by NGAM Hong Kong Limited
to institutional/ corporate professional investors only. Please note that the content of the
above website has not been reviewed or approved by the HK SFC. It may contain information
about funds that are not authorized by the SFC. In Australia: Provided by NGAM Australia
Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is intended for the general
information of financial advisers and wholesale clients only. In New Zealand: This document
is intended for the general information of New Zealand wholesale investors only and does not
constitute financial advice. This is not a regulated offer for the purposes of the Financial
Markets Conduct Act 2013 (FMCA) and is only available to New Zealand investors who have
certified that they meet the requirements in the FMCA for wholesale investors. NGAM Australia
Pty Limited is not a registered financial service provider in New Zealand. In Latin America:
This material is provided by NGAM S.A. In Colombia: Provided by NGAM S.A. Oficina de
Representación (Colombia) to professional clients for informational purposes only as permitted
under Decree 2555 of 2010. Any products, services or investments referred to herein are
rendered exclusively outside of Colombia. In Mexico: Provided by NGAM Mexico, S. de R.L.
de C.V., which is not a regulated financial entity with the Comisión Nacional Bancaria y de
Valores or any other Mexican authority. This material should not be considered an offer of
securities or investment advice or any regulated financial activity. Any products, services or
investments referred to herein are rendered exclusively outside of Mexico. In Uruguay:
Provided by NGAM Uruguay S.A., a duly registered investment advisor, authorised and
supervised by the Central Bank of Uruguay. Registered office: WTC – Luis Alberto de Herrera
1248, Torre 3, Piso 4, Oficina 474, Montevideo, Uruguay, CP 11300. The above referenced
entities are business development units of Natixis Global Asset Management, S.A., the holding
company of a diverse line-up of specialised investment management and distribution entities
worldwide. The investment management subsidiaries of Natixis Global Asset Management
conduct any regulated activities only in and from the jurisdictions in which they are licensed
or authorised. Their services and the products they manage are not available to all investors
in all jurisdictions. In Canada: NGAM Distribution, L.P. ("ND"), with its principal office located
in Boston, MA, is not registered in Canada and any dealings with prospective clients or clients
in Canada are in reliance upon an exemption from the dealer registration requirement in
National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant
Obligations. There may be difficulty enforcing legal rights against ND because it is resident
outside of Canada and all or substantially all of its assets may be situated outside of Canada.
The agent for service of process is Borden Lander Gervais LLP: in Alberta (Jonathan Doll),
located at Centennial Place, East Tower, 1900, 520 - 3rd Avenue SW, Calgary, Alberta T2P
0R3; in British Columbia (Jason Brooks), located at 1200 Waterfront Centre, 200 Burrard
Street, P.O. Box 48600, Vancouver, BC V7X 1T2; in Ontario (John E. Hall), located at Bay
Adelaide Centre, East Tower, 22 Adelaide Street West, Toronto, ON M5H 4E3; in Quebec
(Christian Faribault), located at 1000 de La Gauchetiere St. W, Suite 900, Montreal, QC H3B
5H4. In the case of Canadian Permitted Client referrals additional information about the NGAM
Distribution‐Affiliate referral agreement will be provided to you before you open an account
with the Affiliate. NGAM Distribution’s role under the referral agreement is limited to making
the referral; all activity resulting from the referral arrangement that requires registration under
Canadian securities laws will be provided by the Affiliate. The referral agreement between
NGAM Distribution and the Affiliate sets out each party’s respective obligations and the referral
fees that the Affiliate has agreed to pay to NGAM Distribution, if any. NGAM Distribution and
the Affiliate are not aware of any conflicts of interest between them as of the date of this
document. In the United States: Provided by NGAM Distribution L.P. 399 Boylston St.
Boston, MA 02116. Natixis Global Asset Management consists of Natixis Global Asset
Management, S.A., NGAM Distribution, L.P., NGAM Advisors, L.P., NGAM S.A., and NGAM S.A.’s
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business development units across the globe, each of which is an affiliate of Natixis Global
Asset Management, S.A. The affiliated investment managers and distribution companies are
each an affiliate of Natixis Global Asset Management, S.A. This material should not be
considered a solicitation to buy or an offer to sell any product or service to any person in any
jurisdiction where such activity would be unlawful. In Canada and the United States: This
document may contain references to third party copyrights, indexes, and trademarks, each of
which is the property of its respective owner. Such owner is not affiliated with Natixis Global
Asset Management or any of its related or affiliated companies (collectively “NGAM”) and does
not sponsor, endorse or participate in the provision of any NGAM services, funds or other
financial products. The index information contained herein is derived from third parties and is
provided on an “as is” basis. The user of this information assumes the entire risk of use of this
information. Each of the third party entities involved in compiling, computing or creating index
information, disclaims all warranties (including, without limitation, any warranties of
originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness
for a particular purpose) with respect to such information.
This material is provided for informational purposes only and should not be construed as
investment advice. The views and opinions expressed may change based on market and other
conditions. References to specific securities or industries should not be considered a
recommendation.
Investing involves risk, including the risk of loss. Investment risk exists with equity, fixedincome, and alternative investments. There is no assurance that any investment will meet its
performance objectives or that losses will be avoided.
MTLAE135-17a
1820509.1.1
Exp. 6/30/18
MR28-0617
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NATIXIS ASSET MANAGEMENT US
399 Boylston Street, Boston, MA 02116
Tel: 212-632-2800
Natixis Asset Management U.S., LLC (Natixis AM US) is a U.S.-based investment advisor, commodity trading advisor and commodity pool
operator that is majority-owned by Natixis Asset Management (Natixis AM) and minority-owned by Mirova with $423 million assets under
management as of December 31, 2016. Mirova is operated in the U.S. through Natixis AM US. Natixis AM US and Mirova entered into an
agreement whereby Mirova provides Natixis AM US investment and research expertise, which Natixis AM US then combines with its own
expertise, and services from Natixis Asset Management when providing advice to clients.
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