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Climate and Environment developments 

Powering the future 
H O W  I M P A C T  B O N D S  A R E  F U E L L I N G  T H E  R E N E W A B L E  E N E R G Y  
T R A N S I T I O N  

As the world races to combat climate change, one thing is clear - we 

need a massive transition to renewable energy.  

Energy is at the heart of the climate crisis, and the facts speak for 
themselves. Fossil fuels—coal, oil, and gas—are the largest 
contributors to global climate change, responsible for over 75% of 
greenhouse gas emissions and nearly 90% of carbon dioxide 
emissions (United Nations Climate Action, 2024). 

The good news is that renewable energy sources are available in every 

country and we're yet to fully tap into their potential. According to Dr 

Rod Carr, Chair of the New Zealand Climate Commission, 15 billion 

tonnes of carbon dioxide was added to the atmosphere through the 

burning of coal last year, 80% of which was emitted through 

electricity generation, despite the technology being available to 

prevent this. “We don’t need to invent a single new thing to stop 

burning coal to make electricity. This is a failure of funding and 

distribution, not a failure of technology” he said. 

The International Renewable Energy Agency (IRENA) estimates that by 
2050, 90% of the world’s electricity can and should come from 
renewable sources. In an urgent call to action at the G20 Foreign 
Ministers' meeting in September, United Nations Secretary-General 
António Guterres called on G20 nations to lead the charge in cutting 
fossil fuel production and tripling renewable energy capacity by 
2030.  

He urged the phasing out of coal, and the need for equitable and fair 
transition to clean energy for all nations, regardless of economic 
status. To avoid the worst impacts of climate change and achieve 
net-zero emissions by 2050, global emissions must be halved by 
2030.  

These targets are ambitious, but they are essential for keeping global 
warming within safe limits. While policy changes play an important 
role, they won’t be enough to drive the changes needed. It will take a 
significant investment in the technologies and infrastructure needed to power the future. 

This is where impact bonds can help. 

Why we invest in impact bonds 

Impact bonds include green bonds, social bonds and sustainable bonds. They are an investment designed to 

raise funds for projects that provide social and environmental benefits. These bonds are a type of fixed-income 

investment issued by governments, companies, and financial institutions to finance projects that contribute 

directly to a more sustainable future while offering returns to investors. 

https://www.un.org/en/climatechange/raising-ambition/renewable-energy
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We invest in these bonds through the Affirmative Global Impact Bond Fund.  We see impact bonds, especially 

green bonds, as an effective way of fuelling the renewable energy transition. 

What sets green bonds apart is that their proceeds are exclusively used to fund projects promoting climate 

action and environmental sustainability, aligning perfectly with our commitment to a healthier planet. They allow 

us to directly fund global projects like solar farms, wind energy and sustainable infrastructure in countries that 

need it the most, while also contributing to the United Nations Sustainable Development Goals.  

Your KiwiSaver investment is making real-world impact 

Here’s a snapshot of how your KiwiSaver money has driven positive impact for the climate and environment 

through the Affirmative Global Impact Bond Fund in 2023. 

 

 

By channelling capital into renewables, green bonds not only help reduce carbon emissions but also offer 

investors a return comparable to standard bonds. The real bonus is they actively support the fight against 

climate change.  

Here are just a few examples of the projects that the Affirmative Global Impact Bond Fund supports. 

https://www.aurora.co.nz/insights/portfolio-contribution-sdgs
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Case studies 
S O M E  O F  T H E  A M A Z I N G  P R O J E C T S  S U P P O R T E D  B Y  T H E  F U N D  

1. Connecting New Zealand's renewable energy to the grid 

Transpower New Zealand - Green Bond 

Transpower, New Zealand's state-owned grid operator, plays a crucial role in 

building and managing transmission infrastructure while ensuring the 

country’s electricity supply meets demand. It’s key to New Zealand’s energy 

transition, constructing new connections to renewable plants and expanding 

grid capacity. In 2023, their green bonds enabled 265MW of renewable 

energy capacity to be connected to the grid, capable of supplying around 

331,000 New Zealand homes each year2.  

2. Expanding onshore wind-energy capacity in Brazil 

Statkraft – Green Bond 

Norwegian company Statkraft is Europe’s largest renewable electricity 

generator. Proceeds from their green bonds have been used to finance the 

Ventos de Santa Eugênia Project in Brazil. This is Statkraft’s largest wind 

project in South America and will include 14 wind farms in the state of Bahia, 

contributing an additional 519MW of renewable electricity capacity and 

delivering 2.3TWh of wind power per year – enough to supply 1.2m Brazilian 

homes. 

3. Combined solar and BESS in South Australia 

Vena Energy – Green Bond 

Proceeds from Vena Energy’s green bond programme have been used to 

build out renewable energy capacity across Asia and Australia. This includes 

the Tailem Bend 2, a combined solar and battery energy storage system 

(BESS) in South Australia. The project, with 159MW capacity (118MW of solar 

and 41MW of battery storage), will power 35,000 homes annually and 

reduce greenhouse gas emissions by over 207,000 tonnes of CO2e. 

Source: Affirmative Global Impact Bond Fund, 2024 Impact Report 

2 Based on an average annual household consumption of 7,000kWh. 

Investment markets 
W H A T  H A S  D R I V E N  I N V E S T M E N T  M A R K E T S ?   

The third quarter of 2024 delivered another strong performance for most asset classes, continuing the positive 

momentum from earlier in the year. Global equities rose by 4.8% (NZD-hedged) in the quarter, bouncing back 

after a brief scare in August. As interest rates started to decline, interest-rate sensitive sectors like small-caps 

and listed infrastructure outperformed. However, the global market outlook remains uncertain, with risks 

including Middle Eastern conflict escalation and the upcoming US elections. 
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Market leadership shifted during the quarter, with the technology sector, previously driven by the AI boom, taking 

a backseat. Small-cap stocks led the charge, with the Russell 2000 index climbing 9.3%, while the tech-heavy 

Nasdaq 100 posted a more modest gain of 2.1%. Smaller companies tend to benefit more from lower interest 

rates, as they often rely heavily on borrowing to fuel growth. Likewise, infrastructure stocks performed strongly, 

gaining 13.5% due to declining bond yields and rising demand for stable, long-term cash flows. 

Central bank policy impacted market sentiment during the quarter. The Federal Reserve made a notable move by 

cutting rates by 50 basis points in September, the first reduction in four years. This marked a shift in priorities, with 

the key concern moving from inflation to slowing economic growth. Closer to home, the Reserve Bank of New 

Zealand cut the Official Cash Rate (OCR) by 25 basis points in August. Bond yields fell in response, helping both 

the Global Aggregate Bond Index (NZD-hedged) and the NZ Bond Index post positive returns for the quarter, 

gaining 4.2% and 3.9%, respectively. 

New Zealand’s economy continued to struggle, with GDP contracting by 0.2% in the June quarter, and 

performing even worse on a per capita basis, falling by 0.5%. Despite this, business confidence has rebounded 

following the OCR cut, with August marking the highest level of confidence in a decade, and September rising 

further by an additional 10 points. The NZ stock index (NZX50) also posted positive returns for the quarter, gaining 

6.0%, helped by falling interest rates. 

Financial performance returns  
A U R O R A  G R O W T H  F U N D  A S  A T  3 0  S E P T E M B E R  2 0 2 4  

 

 R E T U R N S  

 3 month % 6 month % 1 year % 3 year % 

Fund (after fees, before taxes) 4.31 5.01 17.90 1.61 

Fund Objective* 1.38 3.01 7.33 9.15 

* Fund objective is CPI+4.00%. CPI is the headline Consumer Price Index. Latest CPI is used, as at 30 June 2024. 

The portfolio delivered another positive quarter, driven primarily by strong performances in infrastructure and 

New Zealand equities, which rose by 13.5% and 6.0%, respectively. As a result, the portfolio has met its CPI+ 

objective over the 3-month, 6-month, and 1-year periods. 

This quarter also marks an important milestone, as the portfolio now has a 3-year return figure. This number is 

annualised, reflecting the average yearly return assuming the investment has been compounded over time. While 

the three-year return has not met its objective, it's important to note that the objective is based on CPI, which has 

been especially high over this period. In addition, 2022 was a particularly challenging year for both equities and 

fixed income, with both asset classes ending that year in the negative. However, recent strong performance 

show how markets always eventually recover losses, reinforcing the importance of staying the course. 

All key asset classes posted gains during the quarter, though the drivers were notably different from what we’ve 

seen in previous periods. US equities, particularly the ‘Magnificent 7’ tech stocks, had long led the way thanks to 

the growth potential surrounding AI. However, with falling interest rates, the top performers this time were more 

interest-rate-sensitive sectors such as listed infrastructure. New Zealand equities also fall into this category, 

given the composition of the NZ stock market. 
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Fixed income made a meaningful contribution to returns, with New Zealand and global bonds performing 

strongly, over both the quarter and 1-year period. The NZ Bond index rose 11.3% over the 1-year period, well above 

the long-term averages for the asset class. 

This quarter’s performance highlights the value of maintaining a well-diversified portfolio. While US technology 

stocks may have driven returns in previous periods, this quarter showed the importance of having exposure to a 

broader range of asset classes. 

As we move into the last quarter of the year, there are several risks on the horizon which could impact global 

markets. Significant geopolitical tensions in the Middle East have the potential to disrupt energy markets and 

broader regional stability.  The upcoming US presidential election adds another layer of uncertainty, with 

potential policy changes likely to influence the market.  US stock valuations also appear stretched, which could 

limit further upside potential.  While declining interest rates have supported markets, the presence of these risks 

suggests that it may not be smooth sailing from here to year-end. 

How your money is helping the planet  

Climate and sustainability measures of 
performance 
We monitor the climate and environmental impact of the investments in the portfolio through relevant metrics, 

using independent third-party sources. The metrics are currently provided for the equity (including listed 

infrastructure) component of the portfolio. We focus on measuring the carbon emissions of the portfolio, which 

can then be compared against the relevant equity index or 'benchmark.' We also look at how much the portfolio is 

aligned with the UN's Sustainable Development Goals (SDGs) and how this compares with the relevant global 

equity index. You can read more about the SDGs and why we look at each portfolio's contribution to SDGs here.   

A U R O R A  G R O W T H  F U N D  A S  A T  3 0  S E P T E M B E R  2 0 2 4  

C A R B O N  I N  T H E  P O R T F O L I O   C O N T R I B U T I O N  T O  T H E  U N I T E D  N A T I O N S  S D G s  
 
 
 

 

 

 

 

 

 

 

 

 

 

*MSCI All Country World Index (ACWI) is used. 

S O U R C E     S O U R C E  

 

 

 

3 . 2  ° C  2 5 3  

3 . 6  ° C  3 7 8  

6 . 3 %  5 . 1 %  1 4 . 7 %  3 . 8 %  6 9 . 3 %  

3 . 4 %  4 . 9 %  1 0 . 4 %  2 . 6 %  5 8 . 6 %  

https://www.aurora.co.nz/insights/portfolio-contribution-sdgs?
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W H A T  T H I S  M E A N S  F O R  Y O U ?  

The Temperature Alignment is the temperature scenario that the portfolio is currently in line with, based on its 

current carbon footprint. It's currently applied only on the equity component (including listed infrastructure) of 

the portfolio. 

The temperature alignment is calculated from its carbon emissions and the current carbon budgets associated 

with three globally acknowledged climate scenarios:  1.5°C, 2.0°C, and 4.0°C. These scenarios have been 

adopted by international climate science bodies. For more information click here.  

In order for the planet to avoid a catastrophic climate crisis, global warming needs to be limited to between 1.5°C 

and 2°C. The current temperature alignment of the portfolio is relatively higher, at 3.2°C, however this reflects the 

portfolio's exposure to companies that are in the process of transitioning to a low carbon world. Of note, the 

portfolio's current temperature alignment is lower than the MSCI All Country World Index (MSCI ACWI). This is a 

global equity index we use for benchmarking that tracks the performance of large and mid-sized companies in 47 

countries, covering about 85% of the global investible share market. 

Portfolio Carbon Intensity is a measure of carbon dioxide equivalents emitted by a portfolio per $1 million of 

assets under management. It's currently applied only on the equity component (including listed infrastructure) of 

the portfolio. The metric allows us to look directly at the carbon impact of the equity part of the portfolio and to 

compare that with market indexes, such as the MSCI ACWI. For more information click here.  

The portfolio currently has a much lower carbon intensity than the MSCI ACWI. 

The contribution to the UN Sustainable Development Goals (SDGs) looks at how much of the portfolio is aligned 

with the UN's Sustainable Development Goals (SDGs), based on annual sales of the underlying companies. It's 

currently applied only on the equity component (including listed infrastructure) of the portfolio. 

The SDGs are a set of 17 goals established by the United Nations in 2015 as part of the 2030 Agenda for 

Sustainable Development We believe that all SDGs are important for a better and sustainable future, so we look 

at the portfolio's contribution to all 17 SDGs (see final column of the table above). However, we are most 

interested in how well the portfolio is aligned to the four SDGs that can positively impact the climate and 

environment. In our view, these are SDG 7,9, 11, and 13, and represent our focus SDGs. For more information click 

here. 

Currently, 69.3% of the portfolio's sales are contributing to sustainability goals, which is above the MSCI ACWI. 

The portfolio is also making a positive contribution to the four focus SDGs. 

Questions? 
If you have questions about this report, please contact your adviser who will be happy to help. We welcome all 

feedback and would like to hear from you if you have any questions or concerns about your investment, as this 

can form the basis of future articles and reports that we write.  

We also invite you to ask us questions through our website at www.aurora.co.nz. 

Sean Henaghan 

Aurora Chief Investment Officer 

  

https://intercom.help/emmi/en/articles/5244303-what-climate-scenarios-and-global-carbon-emissions-do-we-use
https://www.aurora.co.nz/insights/temperature-alignment
https://www.aurora.co.nz/insights/carbon-intensity
https://www.aurora.co.nz/insights/portfolio-contribution-sdgs
https://www.aurora.co.nz/
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Disclaimer 

 

This publication is provided by Aurora Capital Limited (Aurora) in good faith and is designed as a summary to accompany the Product Disclosure Statement (PDS) for 

the Aurora KiwiSaver Scheme (Scheme), and the Aurora Liquidity Fund,  Aurora Conservative Fund, and Aurora Growth Fund (Funds). The PDS is available from Aurora at 

www.aurora.co.nz, or the issuer FundRock NZ Limited (FundRock), and on https://disclose-register.companiesoffice.govt.nz. The information contained in this 

publication is not an offer of units in the Funds or a proposal or an invitation to make an offer to sell, or a recommendation to subscribe for or purchase, any units in the 

Funds. Any person wishing to apply for units in the Funds must complete the application form which is available from Aurora or FundRock. 

 

The information and any opinions in this publication are based on sources that Aurora believes are reliable and accurate. Aurora, its directors, officers, and employees 

make no representations or warranties of any kind as to the accuracy or completeness of the information contained in this publication and disclaim liability for any 

loss, damage, cost, or expense that may arise from any reliance on the information or any opinions, conclusions, or recommendations contained in it, whether that 

loss or damage is caused by any fault or negligence on the part of Aurora or otherwise, except for any statutory liability which cannot be excluded. All opinions reflect 

Aurora’s judgment on the date of this publication and are subject to change without notice. This disclaimer extends to FundRock, and any entity that may distribute 

this publication. 

 

The information in this publication is not intended to be financial advice for the purposes of the Financial Markets Conduct Act 2013 (FMC Act), as amended by the 

Financial Services Legislation Amendment Act 2019 (FSLAA). In particular, in preparing this document, Aurora did not take into account the investment objectives, 

financial situation, and particular needs of any particular person. Professional investment advice from an appropriately qualified adviser should be taken before 

making any investment. Past performance is not necessarily indicative of future performance, unit prices may go down as well as up, and an investor in  the Funds may 

not recover the full amount of the capital that they invest. No part of this document may be reproduced without the permission of Aurora or FundRock. 

 

FundRock NZ Limited is the issuer and manager of the Scheme. Aurora Capital Limited is the investment manager of the Scheme. 

 

0800 242 023 
hello@aurora.co.nz  
www.aurora.co.nz 

https://www.aurora.co.nz/
https://disclose-register.companiesoffice.govt.nz/
tel:0800%242%023.
mailto:hello@aurora.co.nz
http://www.aurora.co.nz/

