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Q3 Observations
The Inflation Reduction Act (the “IRA” or the “Act”) of 2022, or H.R. 5376, became law on August 16th, 2022.  
The bill represents the largest-ever single federal investment in fighting climate change and has been praised by 
some for its embrace of both foundational and emerging technologies, its scope and flexibility, and, importantly, 
the long-term visibility it provides.  

According to the Congressional Budget Office (CBO), the IRA includes $386 billion of climate and energy 
spending tax incentives. From an emissions perspective, Moody’s Analytics estimates the Act will reduce carbon 
dioxide emissions nearly 30% by 2050.1

What’s in the IRA?

While going into all the details of the IRA 
is beyond the scope of this discussion, we 
highlight what we believe are the key aspects 
and what they may mean for investors, 
businesses, consumers, and the environment.

The Act provides a significant boost for 
foundational clean energy technologies.  
The IRA includes a 10-year extension of the 
Production Tax Credit (PTC) and Investment 
Tax Credit (ITC) programs that have been the 
bedrock of wind and solar power growth. For 
the first time, solar projects will be allowed to 
access the PTC, potentially increasing their 
profitability over time. Additionally, the Act 
includes incentives for investment in energy 
efficient buildings, nuclear energy, carbon 
capture, and a new tax credit for biogas 
generation that may benefit the waste sector.

In addition to extensions of existing spending programs, the legislation could provide a meaningful boost to vital, 
innovative technologies that may have been held back due to lack of policy support. For example, the energy 
storage industry will now have access to the PTC for stand-alone energy storage investments. Energy storage 
technology is a key component of integrating variable wind and solar power into the grid. Other emerging 
technologies covered in the Act include clean hydrogen, carbon capture storage, and demand response. Over 
the long-term, these incentives should reduce the green premium, or the additional cost from choosing a clean 
technology over one that emits more greenhouse gases.

For businesses, the Act provides $10 billion in investment tax credits to build clean technology manufacturing in 
the United States. This should accelerate U.S. manufacturing of solar panels, wind turbines, batteries, and critical 
minerals processing. Additionally, the IRA includes provisions for up to $20 billion in loans to build new clean 
vehicle manufacturing facilities across the nation. There also are grant and loan programs to promote a transition 
to clean electricity for states and electric utilities. We believe these incentives should have the added benefit of 
increasing manufacturing jobs as companies, both incumbent and new, seek skilled workers to accelerate the 
energy transition.  
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Chart: Canary Media · Source: REPEAT Project, “Preliminary Report: The Climate and 
Energy Impacts of the Inflation Reduction Act of 2022”



Consumers can also benefit. The IRA offers tax credits up to $7,500 for new electric vehicles and $4,000 for 
used ones. While there are some restrictions included in the language that limit eligibility to vehicles assembled 
in North America, the credits should promote and accelerate the transition to lower emissions vehicles. 
Additionally, consumers will benefit from tax credits to make homes more efficient by making heat pumps, 
rooftop solar, electric HVAC, and water heaters more affordable.

Perhaps the most significant tailwind from the IRA is the visibility it provides for clean energy investments over 
the next decade. We see this sentiment echoed by the sustainable investing community. Previously, both the 
structure and duration of tax credits and incentives didn’t allow for strategic, long-term planning. That changes 
with the IRA. Ecofin Advisors believes “This is a green light to deploy capital that was on hold” and we may see 
“an unprecedented level of investment in the sector over the next decade.”2 

We believe the IRA is a significant development in the energy transition and should accelerate innovation, 
increase adoption, and encourage more investment to decarbonize the US economy. We also believe the Act 
may provide long-term opportunities for financial return and impact in several of the investment themes we 
have discussed in past issues.
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For more on Sustainable Investing Solutions,   
read our Sustainable Investing Primer or our 
article in Worth magazine.

https://www.thecolonygroup.com/wp-content/uploads/2020/06/19_TCG_SustainableInvesting-Final-1.pdf
https://www.thecolonygroup.com/wp-content/uploads/2020/04/Wor_LA_ColonyGroup_Q1_2020_eprint-2.pdf
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   CORPORATE RESPONSIBILITY   

 ö Microsoft signed a 10-year deal with Swiss direct  
air-capture company Climeworks to remove 10,000 
tons of carbon dioxide from the atmosphere over the 
next decade.  

 ö Dominion Energy committed $1,050,000 over the 
next three years for the new Promesa: Hispanic 
Higher Education Initiative, which will support Hispanic 
students at seven colleges and universities.  

 ö Disney pledged to direct more than 50% of 
annual charitable giving to programs supporting 
underrepresented communities and to spend at least 
$1 billion with diverse suppliers by 2024.  

Sources: Morningstar, Bloomberg, and engagement reports & publicly 
available information from funds

   ENGAGEMENT   

 ö Boston Trust Walden lead-filed or co-filed 6 shareholder 
resolutions on the evaluation and reporting of direct and 
indirect lobbying activity and potential misalignment 
with the Paris Agreement’s goal to limit global warming 
to 1.5 degrees Celsius.

 ö Kroger committed to set science-based targets to 
reduce greenhouse gas emissions from its entire value 
chain, agreeing to a request of a Green Century 
shareholder proposal withdrawn in April in exchange  
for this commitment.  

 ö In 2021, Impax Asset Management’s engagements 
were focused on four key areas: Climate (23%), Human 
Capital Management and DEI (29%), Sustainability Risk 
Management (17%), and Corporate Governance (32%). 
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1https://www.moodysanalytics.com/-/media/article/2022/assessing-the-macroeconomic-consequences-of-the-inflation-reduction-act-of-2022.pdf

2Ecofin Editorial: Inflation Reduction Act, September 12,2022, Brent Newcomb

3Certain public companies as well as certain funds of managers listed above may be held in Colony’s Sustainable Investing Solutions strategies. These are included 
for reasons unrelated to performance, past or future; rather, we want to showcase what we believe are some of their positive contributions in the sustainable 
investing space. There is no assurance that any listed security or fund manager will have exposure within Colony’s strategies in the future. Inclusion herein is not 
recommendation to buy or hold any security and no attempt is made to suggest that holding any security will be profitable to an investor.

The Colony Group, LLC (“Colony”) is an SEC Registered Investment Advisor with offices in Massachusetts, New York, Maryland, Virginia, Florida, Colorado, 
California, Connecticut, New Jersey and New Hampshire. Registration does not imply that the SEC has endorsed or approved the qualifications of Colony or its 
respective representatives to provide the advisory services described herein. In Florida, Colony is registered to do business as The Colony Group of Florida, LLC. 
Colony provides individuals and institutions with personalized financial advisory services.

This issue is general and educational in nature and is not to be construed as investment, tax, or legal advice. This issue is prepared using third party sources. 
Colony considers these sources to be reliable; however, it cannot guarantee the accuracy or completeness of the information received.

Re. the Q1 2022 issue, please note that when discussing the Morningstar Direct performance analysis of ESG-focused large cap domestic stock funds 
relative to all large-cap stock funds, we did not point out that both groups failed to outpace the broader market as measured by the S&P 500 index.  
In addition, the statement “on an asset-weighted basis ESG-focused funds essentially matched the return of the S&P 500 during the same period” should 
have read “On an asset-weighted basis, large-cap ESG funds delivered an annualized 16.49% per invested dollar, almost on par with the S&P 500.”


