COVER STORY:

THE POWER OF GREEN

Ecofriendly Funds

Mutual funds are striking gold
in green stocks. Worldwide,
funds that invest in alternative
energy and other environmen-
tally friendly industries posted
an average return of 39 percant
in the 12 months encled on May
31, according to data compiled
by Bloomberg,

Managers of the best-per-
farming green funds say the
boem has only just begun. Rising
oil prces and growing concamn
over global warming have sent
green power stocks soaring.
Companies involved in water
treatment, recycling and waste
management are gaining, too.

“People know that we are
not on a sustainable path and
that in the next five, 10 or 15
years, the main problems will

be environmental,” says Micolas
Rochon, who helps manage the
198 million euro ($248 million)
Performance Environnement
fund at Paris-based Financiére
de Champlain, The fund re-
turned 51 percent in the year
ended on May 31, the best
showing among green funds
worldwide, according to
Bloomberg data. (See table)
The fund was launched two
years ago, with a mere
$400,000 in assets,

Rochon, 28, says many in-
vestors believe they'll profit by
leoking out for the environment.
Alternative energy stocks have
already surged the way dot-com
shares did in 1992, The 40~
stock WilderHill Clean Energy
Index has rocketed since its

August 2004 debut, gaining 69
percent as of June 5.

During the past decade, in-
vestors have poured money
into mutwal funds that follow
environmental, social or reli-
gious guidelines. The assets of
such funds ballooned to $179
billion in 2005 from $12 billion
in 1995, according to the
Washington-based Social In-
vestment Forum.

Ecotriendly funds represent
only a fraction of that universe,
The seven US. green funds
tracked by Chicago-based
Morninostar Inc. have a com-
bined $619 million of assets
under management.

Managers of green funds
typically invest in small compa-
nies that they think are poised

for fast growth. Altshuler Sha-
ham Green Fund, which returned
36 percent in the year ended on
May 31 and has 403 million
shekels ($90 million) in assets,
supplements its small-cap picks
with stocks of large companies it
believes are committed to ener-
gy efficiency, stch as Milwaukee-
based automotive systerms
manufacturer Johnson Controls
Inc. and Toyota City, Japan-
based Toyota Motor Corp.

"Investing in large con-
glomerates that invest in
energy-efficient products
helps offset the volatility of
our small-cap holdings,” says
Yotam [rroni, an analyst at Tel
Aviv-based Altshuler Shaham
Mutual Fund Management
Ltd, Among the Altshuler

green fund's biggest picks
are Spanish wind power
company Gamesa Corp.
Tecnologica SA, Canadian
organic food distributor
SunOpta Inc. and Chinese
selar panel maker Suntech
Power Holdings Co.
Rechon invests in 70-80
stocks to reduce the volatili-
ty of his fund's returns. He
also picks companies with
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Cleaning up

The top ecofriendly funds have posted an average one-year return of 39 percent.

L-year
Name Management company Country total retwrn®
1  Performance Environnement Financitre da Champlain France | 509%
2 HNikko Eco Fund Nikko Asset Mamt. Japan j ‘ih!gz _
3 Hew Energy Fund (EUR) Sarasin Imeesimentfonds Luembiurg '_ . M
4 Impax Envirenmental Markets Treland Impax Asset Mgmt, Ireland - 'ﬁi
5 Winslow Green Growth Winslow Mogmt, us. '_'__%
5 Altshuler Shaham Green Altsheler Shaharm Mutual Fund Mgt Israel 361
7 Sompo Japan Green Open Sompa Japan Asset Mgmt. Japar Em Tl
B Global Trend New PowerTech Vontabel Fund Advisory Lerbouy (SS90
9 Activest EcoTech Bctivest Investmentgeselischaft Lusernliourg | _iﬂ;’r_ ?%
Jupiter Ecology Jupiter Asset Mgt UK oy

contracts that guarantee
stable sales. Performance
Environnement invested in
Pans-based Sechilienne 54,
which has a contract for biofuel
power in Guadeloupe.

Jackson Robinson, who start-
ol the Boston-based Winslow
Green Growth Fund in 1994,
hunts for sound, small companies

that have run into some trauble.
For example, Robinson, 64,
bought shares of Danville, Con-
necticut-based organic food dis-
tributor United Natural Foods
Inc. in 2000, when a new CEQ
was struggling to upgrade the
company’s computer systems, At

*Fowr the 12 months ended on May 31 Tnclices funds with assets of at east $50 millian: Souree: Bloombery

the time, the stock traded at 8.
On June 5, it traded at $33.36,
As oil prices have soared, al-
ternative energy has emerged as
the hottest investment area for
green funds, Robinson says, add-
ing that the rush to these stocks
reminds him of the Internet

share frenzy of the '90s, "There
are hundreds of companies in
this space, and many will not
survive,” Robinson says. For
now, at least, mutual fund
managers—and their inves-
tors—are seeing green.
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