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On 18 May 2021, the International Energy Agency 

(IEA) published its report “Net Zero by 2050. A 

Roadmap for the Global Energy Sector”. The IEA was 

established in 1974 as the oil sector watchdog of 

Western countries. Over the past 47 years, this 

agency has mainly been considered a strong 

supporter of fossil fuels. This is precisely why its 

report came as a big surprise to the oil sector, 

politicians, climate activists and investors alike. The 

report outlines how carbon emissions could be 

reduced to zero by 2050. That goal can be seen as a 

necessary condition for complying with the Paris 

Climate Agreement, which aims to limit global 

warming to 1.5oC (above pre-industrial levels). One 

of the report's key recommendations, to contain 

global warming, is for energy companies to halt all 

new oil and gas exploration projects as of this year. 

 

ACCELLERATE THE TRANSITION?  

The oil and gas sector lags other sectors in attaining 

the goal of net zero carbon emissions by 2050. Of 

course, there are numerous reasons for this: the 

transport sector alone will remain a major consumer 

of oil for some time to come. 

Activities of major energy-related companies with 

announced commitments to achieve zero 

emissions by 2050 

Source: IEA 

 

In addition, there is always the point that these companies 

will not want to get rid of their existing oil fields for a song, 

nor will they want another investor to take them over with 

nothing actually changing in the end. The exploration of new 

oil and gas fields is another story. A key driver for businesses 

to continue searching for new oil and gas fields is their 

expectation that those activities will remain profitable in the 

years to come. Businesses are naturally focused on achieving 

sound returns for their shareholders. It is then about new 

investments that can also be developed differently (faster and 

more sustainably). 

 

1 How Ørsted’s energy transition led the way for oil and gas companies 
(power-technology.com) 

 

THE UTILITIES SECTOR IS ON THE RIGHT TRACK 

Utility companies are setting themselves apart from oil and 

gas companies in a positive sense. This is partly due to market 

differences, other shareholders and more stringent 

regulations.  

The table below shows that this does not necessarily affect 

returns. The table shows returns versus the capital employed. 

While this is only one variable and the companies shown differ 

in size, financial strategy, activities, etc., it does show that 

there are opportunities to maintain returns on investments in 

sustainable activities. 

Source: Bloomberg, Return on Capital 

 

Further, we do not need to fear that oil and gas companies 

will oust utility companies. According to Bloomberg’s 

calculations, approximately $11 trillion in investments is 

needed over the next 30 years for the energy transition to 

succeed. To compare this: up to 2025, Iberdrola is ‘only’ going 

to invest €75 billion to end up increasing its sustainable energy 

capacity from 34 GW to 95 GW by 2030. 

Since 2009, oil giants Shell, Total and Exxon have had a higher 

RoC per year - on average - than utility companies, but the 

latter have a more stable RoC. And more importantly: oil and 

gas companies have encountered more troughs in recent 

years. Iberdrola & EDP are utility companies that generate 

much of their electricity from sustainable energy. 

 

 

Example 

One utility company that has gone through an impressive 

transition in recent years is the Danish company Orsted1, 

which develops, builds and manages offshore wind farms 

and generates electricity and heat from power plants. In 

2009 it implemented a radical change, with the goal to 

move from 85% coal in its energy mix to 85% sustainable 

energy by 2040. In 2017, Orsted, then still called Danish Oil 

and Natural Gas (DONG), sold its upstream oil and gas 

production operations to focus entirely on sustainable 

energy. The goal it had formulated in 2009 had already 

been reached by 2019. 

2020 2019 2018 2017 2016 2015 2014 2013 2012 2011 2010 2009 GEM

O&G

Royal Dutch 

Shell PLC
-6.87 6.68 9.13 5.50 2.58 1.73 6.81 7.65 12.95 15.68 11.46 8.02 6.78

TotalEnergies 

SE
-3.25 7.43 7.70 5.88 4.71 3.69 3.02 8.38 10.67 15.20 10.74 11.63 7.15

BP PLC -10.98 3.14 6.55 2.70 0.75 -3.50 2.72 14.07 7.24 17.87 -1.99 13.16 4.31

Exxon Mobil 

Corp
-9.14 6.31 9.28 8.93 4.01 7.89 16.35 17.31 26.52 24.52 21.56 15.85 12.45

Utilities

Iberdrola SA 5.05 5.32 5.19 5.23 5.08 5.02 5.10 5.40 6.30 6.39 6.45 6.92 5.62

Enel SpA 4.89 5.23 7.95 6.81 5.29 4.86 2.54 5.85 2.18 6.05 6.58 8.30 5.54

EDP - Energias 

de Portugal SA
5.44 4.98 4.90 7.05 6.22 6.25 6.05 5.85 5.96 6.49 5.92 6.31 5.95

Orsted AS 13.05 7.05 18.42 22.82 10.22 -9.18 -4.72 -0.11 -3.19 5.64 6.99 2.73 5.81

https://www.iea.org/reports/net-zero-by-2050
https://www.iea.org/reports/net-zero-by-2050
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.power-technology.com%2Ffeatures%2Forsted-oersted-energy-transition%2F&data=04%7C01%7CCarl.Haarnack%40actiam.nl%7Ce3c21667a50a4e5c0f8d08d921010696%7Ce6f53d0a00044a2a84f73c394c783b99%7C0%7C0%7C637577110546162082%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=1tbDH4Z62GPOhD9G1otgSjxG1aCvwXtmMr5r8ODYDBA%3D&reserved=0
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.power-technology.com%2Ffeatures%2Forsted-oersted-energy-transition%2F&data=04%7C01%7CCarl.Haarnack%40actiam.nl%7Ce3c21667a50a4e5c0f8d08d921010696%7Ce6f53d0a00044a2a84f73c394c783b99%7C0%7C0%7C637577110546162082%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=1tbDH4Z62GPOhD9G1otgSjxG1aCvwXtmMr5r8ODYDBA%3D&reserved=0
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It takes time and investment to transform from a traditional 

oil and gas giant to a sustainable energy player. This is based 

on the many examples from the utilities sector. A well-known 

example is the German ‘Energiewende’. In 2011, Germany 

decided to phase out nuclear power. Now, 10 years later, it is 

still working hard to make the plan work. Orsted completed 

the transition at a faster pace, but that cannot be copy-pasted 

to the larger oil and gas companies. Orsted benefited from its 

limited size and the patience of its majority shareholder (the 

Danish government). 

 

IMPACT ON THE INVESTMENT PORTFOLIO 

We believe that oil and gas companies should not be invested 

in, unless… they show - through engagement - that they want 

to and are going to change in the short term. Exclusion can be 

a ‘last resort’ though. As an investor, you would then no 

longer be able to exert any significant influence on the 

relevant company. It is also preferable to exclude as few 

larger groups of companies or entire sectors as possible, as it 

affects diversification and/or makes for a lack of additional 

yield in your portfolio, among other things. 

Carbon intensity, and the lack of change at those companies, 

is not only a social problem, but a financial risk too. If the 

assets have to be written down at some point, these things 

will affect the value of those companies and, by extension, 

their repayment capacity (creditworthiness). It is therefore 

important to weigh this risk against the lack of spread or 

additional yield in the portfolio. 

To show this, we took the iBoxx Corporates (Euro bonds of at 

least €500 million from both banks and companies with 

investment grade ratings or higher) as a starting point. The oil 

and gas sector is a separate sector in this index. We compared 

this sector to the “non-financials” with similar ratings and to 

utility companies. The comparison with the utilities sector is 

made once again because of the similarity between the 

projects they engage in. While the average rating of utility 

companies is lower, they generally have stable and 

predictable cash flows due to regulation. On average, the 

rating is somewhat lower due to higher leverage. 

Nevertheless, this sector is considered a relatively safe 

category. 

What is the impact on the investment portfolio if you do not 

invest in the oil and gas sector and reinvest it in similarly 

rated non-financials or utility companies? 

We compare the returns in the chart below: 

 

Source: Iboxx, ACTIAM 

 

The oil and gas sector (rating: A-) has been trading above both 

non-financials and utility companies since the beginning of the 

coronavirus pandemic, whereas they had been trading at a 

similar level before the outbreak. The difference between oil 

and gas companies and utility companies was negative before 

the outbreak, which was due to the lower average rating of 

utility companies. The first conclusion is that about 30 basis 

points are lost when investments are moved from oil and gas 

companies to similarly rated non-financials. 

Does that paint the complete picture? No. To weigh all 

aspects, we also need to consider the reason for the 

difference and the risk characteristics. We have listed some of 

these characteristics in the table below. 

 

Source: Iboxx, ACTIAM 

 

The difference can be explained by the fact that: 

◼ oil and gas companies are more cyclical, which resulted in 

better results during the first two months of the 

pandemic. 

◼ oil and gas companies have a relatively large share in 

hybrid networks and a small share in start-ups or 

companies introducing new products or technologies. 

◼ companies in the oil and gas sector have different 

characteristics. Nearly half of these companies are the 

relatively safe large, often integrated, companies that 

raise the average rating and trade in a much narrower 

market. These companies have the power and skills to cut 

costs to stay out of the red even when oil prices are lower. 

The rest of the companies are smaller companies or 

suppliers with a lower rating (and that higher spread 

comes with a higher risk profile). 

 

The more nuanced conclusion is that there is more to a 

company than yield, spread and rating. It is therefore 

important to have a deeper understanding of the sectors and 

the differences between them. If you do not want to invest in 

oil and gas companies because of carbon intensity (and the 

related risks), that does not necessarily mean that you are 

relinquishing yield. To compensate for the higher spread on oil 

and gas companies, you can opt for a larger allocation to 

hybrid bonds within non-financials and a lower allocation to 

'CSPP eligibles' (bonds that are bought by the ECB and trade 

tighter), so the average spread of the portfolio increases. 

Besides, the companies that are not considered ‘large’ have 

different risk profiles. If you only look at the large, often 

integrated companies, your spread will grow. 

 

Rating
% in 

CORP BM

Hybrids 

%
Spread Duration

CSPP 

ELIG

Olie&Gas A- 5.13% 17.76% 76.65 5.97 51.09%

Olie&Gas Ex. Hybrids A- 4.22% 51.53 6.12 62.07%

Olie&Gas Majors Ex. 

Hybrids
A+ 2.45% 39.01 6.68 59.99%

Non-Fins BBB+ 59.88% 5.29% 51.72 5.70 55.35%

Non-Fins Ex. Hybrids BBB+ 56.72% 45.12 5.76 58.45%

Non-Fins A A 19.67% 51.72 6.09 57.55%

Utilities BBB+ 9.84% 9.76% 54.38 5.79 74.87%

Utilities Ex. Hybrids BBB+ 8.88% 44.43 5.93 83.14%
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THE ACTIAM APPROACH 

As stated earlier, we at ACTIAM do not invest in oil and gas 

companies, unless... In practice, several oil and gas companies 

have been making sufficient changes. ACTIAM has decided to 

include companies with a clear corporate strategy and vision 

on how to reduce carbon intensity in its investment portfolio. 

In that regard, we are not just aiming for the dot on the 

horizon, but we are also setting realistic, intermediate goals.  

Another method is to wait and see if those companies deliver 

on their promises and then include those companies in the 

investment universe. 

A good alternative is to invest in sustainable bonds. We 

believe that sustainable bonds offer a great way to fund 

sustainable causes while making an impact. This market has 

enormous potential, but still only constitutes 2% of the total 

investment grade market.  

These sustainable bonds include the popular green bonds, 

which are considered less suitable for the oil and gas sector. 

This is because sustainable investments can be allocated to 

this bond, even if the issuer of the bond is still active in oil 

and/or gas projects. This allows the issuer to pretend to be 

more environmentally friendly, which encourages 

'greenwashing'. Sustainability-Linked Bonds (SLB) are a more 

suitable alternative for the oil and gas sector. 

SLB: a new type of sustainable bond 

This is not based on “use of proceeds”, but on clear KPIs 

(Key Performance Indicators, objectives that have to be 

achieved). A company’s sustainable goals are linked to the 

bond’s yield/coupon. If those goals are not met, the 

investor will receive a higher coupon at some point in time. 

 

ENI SLB 

ENI is a good example of a company that has listened to its 

stakeholders. Its carbon footprint still exceeds the industry 

average and its investments in sustainable energy are lower 

than average. 

But it was the first oil and gas company to successfully 

issue an SLB (in early June 2021). Although opinions on 

whether this instrument is suitable for oil and gas 

companies differ widely, there was a lot of interest in the 

market (€1 billion transaction on a swap spread of +50 bais 

points). 

However, ENI recently implemented a new sustainability 

framework2, which included several additional targets 

(including a KPI aimed at the accelerated reduction of its 

carbon footprint). ENI demonstrates a strong commitment 

to meeting the stated sustainable goals for the bonds 

issued under this framework (on pain of higher interest if 

the goals are not achieved). In time, the goals it has set 

will be reflected in the figures.. 

 

2 Second-Party-Opinion-on-Eni-s-Sustainability-Linked-Financing-Framework-
May-2021.pdf (vigeo-eiris.com) and Sustainability-Linked-Financing-
Framework-May-2021 (eni.com) 

We do not expect oil and gas companies to shut down all their 

existing profitable operations overnight. The utilities sector 

and its projects are examples of how the transition can be 

shaped. Oil and gas companies need to formulate a clear 

strategy on how they want to proceed towards net zero 

emissions. Sustainable bonds such as the SLBs are a good way 

to demonstrate commitment in this regard. 

As an investor, you should keep tabs on whether a company is 

changing swiftly enough. If not, there are plenty of investment 

opportunities to replicate the return and risk characteristics 

of the oil and gas sector. 

 

SUMMARY 

We endorse the recommendation of the IEA report. For 

investors, we would translate this as follows: “Don't invest in 

traditional oil and gas companies, unless...”. The ‘unless’ 

depends on how quickly and credibly these companies 

cooperate in the transition to a sustainable society. It is 

somewhat understandable that companies do not want to get 

rid of their existing oil fields for nothing or with the risk that 

another investor takes over and nothing actually changes on 

balance. 

The exploration of new oil and gas fields is another story. 

These are new investments that can also be developed 

differently. The renewable energy projects which utility 

companies are undertaking - often to generate electricity - 

are good examples of this. It seems logical for larger oil and 

gas companies to move in that direction3. This does not have 

to affect returns. In other words: oil and gas companies no 

longer have an excuse not to change. And if an oil or gas 

company does not change fast enough, there are plenty of 

alternative investment solutions for the fixed income 

portfolio. 
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 See for example: Why Are Oil Majors Investing in Offshore Wind? 

(forbes.com). 

https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fvigeo-eiris.com%2Fwp-content%2Fuploads%2F2021%2F05%2FSecond-Party-Opinion-on-Eni-s-Sustainability-Linked-Financing-Framework-May-2021.pdf&data=04%7C01%7CCarl.Haarnack%40actiam.nl%7Ce3c21667a50a4e5c0f8d08d921010696%7Ce6f53d0a00044a2a84f73c394c783b99%7C0%7C0%7C637577110546182066%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=kz38w5X5hEkoyh0Qun7ABn05lAVabYniPniIUMSIHSY%3D&reserved=0
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fvigeo-eiris.com%2Fwp-content%2Fuploads%2F2021%2F05%2FSecond-Party-Opinion-on-Eni-s-Sustainability-Linked-Financing-Framework-May-2021.pdf&data=04%7C01%7CCarl.Haarnack%40actiam.nl%7Ce3c21667a50a4e5c0f8d08d921010696%7Ce6f53d0a00044a2a84f73c394c783b99%7C0%7C0%7C637577110546182066%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=kz38w5X5hEkoyh0Qun7ABn05lAVabYniPniIUMSIHSY%3D&reserved=0
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.eni.com%2Fassets%2Fdocuments%2Fita%2Finvestor%2Ffinanza-sostenibile%2FSustainability-Linked-Financing-Framework-May-2021.pdf&data=04%7C01%7CCarl.Haarnack%40actiam.nl%7Ce3c21667a50a4e5c0f8d08d921010696%7Ce6f53d0a00044a2a84f73c394c783b99%7C0%7C0%7C637577110546192057%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=xLcjXTAQIYPfVx4YVrT0VaMlcoS3y%2F5KKe4qI4RA5Ik%3D&reserved=0
https://eur03.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.eni.com%2Fassets%2Fdocuments%2Fita%2Finvestor%2Ffinanza-sostenibile%2FSustainability-Linked-Financing-Framework-May-2021.pdf&data=04%7C01%7CCarl.Haarnack%40actiam.nl%7Ce3c21667a50a4e5c0f8d08d921010696%7Ce6f53d0a00044a2a84f73c394c783b99%7C0%7C0%7C637577110546192057%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=xLcjXTAQIYPfVx4YVrT0VaMlcoS3y%2F5KKe4qI4RA5Ik%3D&reserved=0
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ACTIAM manages assets of over €57 billion 

(ultimo March 2021), making us one of the ten largest 

Dutch asset management companies. Our solid (impact) 

strategies and sound performance track record will help you to 

achieve your goals. We offer sustainable solutions to insurance 

companies, pension funds, banks and distribution partners. This is 

achieved through actively and passively managed investment funds and 

mandates. 

Read more about ACTIAM on our website. 

CONTACT 

Marketing & Communications 

  +31-20-543 6777 

  marcom@actiam.nl 

  www.actiam.com 

 

Disclaimer 

ACTIAM N.V. (ACTIAM) strives to provide accurate and actual information from reliable sources. However, ACTIAM cannot guarantee 

the accuracy and completeness of the information that is given in this presentation (hereinafter called: the Information). The 

Information can contain technical or editorial inaccuracies or typographic errors. ACTIAM does not give guarantees, explicitly or 

implicitly, with regard to the question if the Information is accurate, complete or up-to-date. ACTIAM NV is not obliged to adjust 

the Information or to correct inaccuracies or errors. The Information is solely drafted for information purposes and is explicitly 

not an offer (or invite) to: 1) buy or sell or otherwise transact in financial instruments or other investment products; 2)participate 

in a trading strategy; and 3)provide an investment service (verlenen van een beleggingsdienst). The recipients of this Information 

cannot derive rights from this Information. The Information provided in this presentation is based on historical data and is no 

reliable source for predicting future values or rates. The Information is comparable with, but possibly not identical to the 

information that is used by ACTIAM for internal purposes. ACTIAM does not guarantee that the quantitative yields/profits or other 

results with regard to the provided Information will be the same as the potential profits and results according to the price models 

of ACTIAM. It is not permitted to duplicate, reproduce, distribute, distribute or make the Information available to third parties for a fee, or to use it for commercial 

purposes without the prior express written permission of ACTIAM. The discussion of risks with regard to any Information cannot be considered as a complete 

enumeration of all recurring risks. The here mentioned Information shall not be interpreted by the recipient as business, financial, investment, hedging, trade, 

legal, regulating, tax or accounting advice. The recipient of the Information himself is responsible for using the Information. The decisions based on the Information 

are for the recipient´s expense and risk. The Information is exclusively intended for professional and institutional investors within the meaning of Section 1: 1 of 

the Dutch Financial Supervision Act (Wft) and is not intended for US Persons as defined in the United States Securities Act of 1933 and may not be used for raising 

investments or subscribing for securities in countries where this is not permitted by local regulators or laws and regulations. 
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ACTIAM stands for: active and passive management, sustainable investment strategies and impact investing. We aim for financial 

results, social returns and risk management. With our focus on sustainability, we structurally lower the risks and increase the 

opportunities in our investment portfolios. We serve clients through both funds and mandates; we supply a variety of tailor-made 

solutions. 

Within the investment process of our Euro Bond funds, our objective is to realise the best possible long term return. We want all 

our investments in the fund to perform better than the minimal criteria that ACTIAM sets on the ESG policy (Environmental, 

Social & Governance). We also pursue an active and passive policy for our investments with far-reaching ESG integration. We 

succeed in achieving stable long-term results for our clients, over multiple cycles. The ACTIAM Sustainable Euro Bond Fund 

receives four stars in the Morningstar rating (source: Morningstar, June 2021). 

Moreover, ACTIAM is a "Thought leader" in green bonds. We assess the goals of a green bond critically in order to prevent 

'greenwashing' (pretend to be greener or more socially responsible). We contribute actively to the further development of 

standards and initiatives in the area of green bonds. In June 2018, ACTIAM was elected to become a member of the Green Bond 

Principles (GBP) steering committee. This organisation sets guidelines for transparency and accountability with regards to green 

bonds. 

Find out what our investment solutions can do for you or go directly to our funds. 

 

https://www.actiam.com/en/about-actiam/
https://www.actiam.com/en/actiam-news/actiam-pri-world-leader-climate-reporting/
https://www.actiam.com/en/investment-solutions/
https://www.actiam.com/nl/fondsoverzicht/?fund-type=0

