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Explanation of this report
This document covers the one-year period following the launch of the MultiImpact Growth Fund on 31 August 2017.
As this information is backward looking, it should not be relied upon as any
prediction of future outcomes.
Past performance is not a future indication and, as with all investments, initial
capital is not guaranteed and its value may go down as well as up.
This document has been prepared solely for discussion purposes and does
not constitute an offer, an invitation or a recommendation to enter into any
transaction and does not constitute investment advice. Information herein is
indicative and subject to change. These materials do not constitute an offer
for sale of securities anywhere in the world or a solicitation of any such offer.
This document has been issued by Barclays Investment Solutions Limited.
Although information in this document has been obtained from sources
believed to be reliable, we do not represent or warrant its accuracy, and

such information may be incomplete or condensed. This document does not
constitute a prospectus, offer, invitation or solicitation to buy or sell securities
and is not intended to provide the sole basis for any evaluation of the
securities or any other instrument, which may be discussed in it.
All estimates and opinions included in this document constitute our judgment
as of the date of the document and may be subject to change without notice.
This document is not a personal recommendation and you should consider
whether you can rely upon any opinion or statement contained in this
document without seeking further advice tailored for your own circumstances.
Due to rounding, chart totals may not always equal 100%.
Law or regulation in certain countries may restrict the manner of distribution
of this document and persons who come into possession of this document
are required to inform themselves of and observe such restrictions. We or our
affiliates may have acted upon or have made use of material in this document
prior to its publication.
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Welcome

Welcome to the first
annual impact report
from the Multi-Impact
Growth Fund
For over three centuries, Barclays has risen to the challenges our
communities face, and sought to play our part in addressing them.
Around the world, we face urgent social and environmental challenges; and we know the
capital we invest on behalf of our clients has an impact on these. We also see increased
awareness of this fact, and larger numbers of individuals who want their investments to
reflect it.
To be ahead of this increasing demand from mainstream investors, we launched the
Barclays Multi-Impact Growth Fund (MIGF) in August 2017.
Along with seed capital from our Barclays Social Innovation Facility, the launch was
supported by Big Society Capital, the UK’s social investment wholesaler, and we continue
to be grateful for that support.
As the first impact investing product of its kind from a major UK bank, the MIGF won
Investment Week’s 2017 Sustainable Investment Award for Innovation (Funds &
Portfolios)1. Its innovation has also been recognised both by the UK National Advisory
Board on Impact Investing, and by the UK Government’s Advisory Group on Creating a
Culture of Social Impact Investing in the UK.
Ultimately, our aim is to serve our investors who want to protect and grow their assets,
and make a positive contribution to our world.
For the former, the MIGF delivered solid financial returns in its first year – which were
greater than the median of all funds in its Morningstar peer group. It thereby provides
another example of how impact investing can incorporate consideration of impact
without compromising financial returns.
This report, however, showcases the MIGF’s latter ambition – to make a positive
contribution to our world. By selecting specialist impact fund managers across a range of
asset classes and impact areas, investors have a diversified portfolio of both investments
and impact. In this first Annual Impact Report, we are pleased to share the approaches
and the outcomes these managers have generated for our investors. It is impressive to
see both the range and nature of their contributions.
At Barclays, we seek to create opportunities to rise. This
means using our capabilities to address the global challenges
ahead and being there for our investors who have entrusted
us with their wealth. The talent, ingenuity and dedication of
our colleagues, like those involved in the MIGF, gives me great
confidence for our future.
Sincerely,

Jes Staley

Group Chief Executive Officer
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Why do we measure
the MIGF’s impact?
What impact do my investments make on the world? For whom and
how much? Would this impact have happened anyway? Is it what I
wanted to happen? How do we measure, monitor, and manage the
impact of our investing?
Questions like these have begun to circulate amongst investors and the investment
industry where there is growing desire to invest with impact for both financial rationale
and benefit to society.
It’s not possible to answer all these impact management questions – yet. We have no
common approach, methodology, metrics or language across the industry. We cannot
account for every impact, positive and negative, across all investments. Nor do we have
complete data on all companies and outcomes.
This report has not sought to cut these Gordian knots. Instead, our humbler aim has been
to provide the best visibility possible for our investors in the MIGF on the impact that has
been generated and the investment approaches that have led to that impact.
Because the unique nature of our MIGF means investing in other funds, providing
that visibility remains a considerable challenge given the multiple asset classes,
manager styles, thematic sectors, and impact approaches of these funds. But it also
offers an exciting opportunity to, for the first time, offer greater transparency to
mainstream investors about their investment’s impact performance across a wide range
of investments.
By providing consistent and comparable information, at the same time as respecting the
unique approaches and methodologies of our managers, MIGF investors can look into the
process and outcomes these managers use and achieve. Even as an active participant in
the sector, we have found this process enlightening, as it allows us to see more deeply
into the diversity of investments processes our managers employ.
We hope our investors will gain insight from this report in several ways. Firstly, by looking
at how the fund managers have integrated impact considerations into their investment
process. Secondly, understanding the types of organisations into which they had invested
and the social and environmental problems these organisations are tackling. And, most
interestingly, from the case studies of the impact that these organisations generate, both
within the individual funds and across key themes of the MIGF.
We have been encouraged by the collaboration of our selected funds, and are deeply
grateful for their assistance in this process. We already look forward to next year’s report,
knowing the industry will have matured and we will be able to
show our investors even more. We hope this report helps make
a small contribution to that progress.
Finally, while this report highlights the vast challenges we face,
it also showcases the positive contribution to our world that our
investments can make. We hope it inspires other investors to
join this journey and think about their own impact on the world.

Damian Payiatakis

Head of Impact Investing
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Thank you
One of the great aspects of the impact investing industry is the spirit of
openness and collaboration.
We are deeply grateful to our third-party fund providers, whose teams
were willing to answer our extensive survey, engage with our numerous
queries, and to endorse their sections of this report. We hope your pages
showcase your process and impact clearly and convincingly.
We also appreciate the support and flexibility of MSCI, who partnered in
this Annual Impact Report.
Additionally, to the range of impact thought leaders and report authors
who have come before us or provided guidance, we appreciate your time
and direction. Your support has substantially improved this work.
Finally, we must acknowledge the tireless efforts of our colleagues and
partners – notably Arielle Schacter, Monica Miskelly, and Max Batty – who
have taken an ambitious concept and created an impressive reality.
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Our Multi-Impact Growth Fund

The Multi-Impact Growth Fund
invests primarily in specialist
third-party equity and fixed
income funds which have
been identified and blended
by Barclays’ experienced
in‑house Manager and Fund
Selection Team.

These underlying funds have
been selected as best-in-class
based on both their potential
for strong financial returns
and their consideration of
impact around key social and
environmental issues.

The result is a rigorouslyselected investment solution
that incorporates impact
considerations and that is
managed according to Barclays’
best investment thinking and
capabilities. It’s an investment
solution that will help shape a
better world for both current
and future generations.

Welcome

The Multi-Impact Growth Fund
offers investors of any capital
size a simple, sophisticated, and
single-access way of gaining
exposure to leading impact
funds and investments.

It’s been over a year since we launched our
first impact investing proposition, the MultiImpact Growth Fund (MIGF). From day one, our
ambition was to provide investors with a means
to generate both positive financial returns and
positive contributions to society. A year later, we
are pleased to showcase in this report that the
MIGF has so far successfully created positive
impact, while also posting a peer-group-beating
financial return*.
The MIGF invests primarily in equity and fixed income funds that
are pro-actively thinking about the impact of their investments.
To choose high quality funds, our in-house team of specialist
fund selectors applied our firm’s best thinking in picking and
blending fund managers. We found selecting the MIGF’s
underlying funds to be particularly rewarding as it provided us
with an incredible opportunity to see how fund managers are
thinking about impact in quite diverse ways. We’re very pleased
with the UN PRI’s recognition, as we received an A-score for the
Funds Selection PRI module in our 2018 (annual) submission.
Our team’s experience of selecting funds for more than a decade
has shown us that investors can be compensated financially by
investing in companies and governments that are doing good.
Indeed, over the period of the first year, the MIGF delivered
a solid positive return, ahead of its Morningstar peer group.
Importantly, this demonstrates that investors can invest in
impact, without giving up market returns.
Many of the companies in the MIGF focus on tackling some
of the biggest social and environmental challenges facing our
time. Some are addressing climate change, whilst others look
to provide healthcare and improve education. We believe these
companies have attractive fundamental investment cases
specifically because they are directing capital towards these
key challenge areas. According to the Better Business Better
World report from the Business and Sustainable Development
Commission, there’s $12 trillion to be made annually by
businesses whose work advances the United Nations’
Sustainable Development Goals (SDGs)2.
We’re proud of what we’ve achieved thus far. And we’re excited
to share in this report, covering the period from 31 August 2017
to 30 August 2018, how the MIGF has contributed to positive
social and environmental impacts. We
look forward to continuing to support
clients who want to achieve strong
long-term financial returns with their
investments while simultaneously
creating meaningful social and
environmental impacts.

Ian Aylward

Head of Manager and Fund Selection

*Morningstar has placed the MIGF into the category of GBP Moderately Adventurous Allocation.
For more information, see page 13.
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Fund
overview
Barclays Multi-Impact Growth Fund (the MIGF) is an
innovative product that seeks to achieve long-term
financial returns alongside a societal or environmental
impact. It aims to tackle social and environmental
challenges globally by selecting fund impact managers
that invest in companies and organisations which,
through their practices, products or services, make a
positive contribution to our world. On 30 August 2018,
the MIGF was invested in the following fund managers:
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Portfolio as of 30 August 2018

Fund Size

No. of
holdings

Holding period

Perform.
during
holding
period

£213m

51

30 Aug 2017 – 30 Aug 2018

11.4%

Sustainable

3.1%

£324m

60

30 Aug 2017 – 30 Aug 2018

4.1%

Sustainable

Developed
Market
Equities

3.0%

£90m

109

30 Aug 2017 – 30 Aug 2018

(4.6)%

Catalytic

Developed
Govt. Bonds

8.2%

£518m

75

30 Aug 2017 – 30 Aug 2018

(3.9)%

Responsible

4.1%

£92m

43

30 Aug 2017 – 30 Aug 2018

(0.1)%

Catalytic

6.1%

£178m

61

30 Aug 2017 – 30 Aug 2018

8.1%

Catalytic

iShares MSCI USA
SRI UCITS ETF

6.7%

£240m

149

30 Aug 2017 – 30 Aug 2018

22.8%

Responsible

Janus Henderson
Global Sustainable
Equity Fund

10.1%

£792m

65

30 Aug 2017 – 30 Aug 2018

16.8%

Sustainable

Jupiter
Ecology Fund

6.0%

£587m

64

30 Aug 2017 – 30 Aug 2018

5.1%

Catalytic

Mirova Euro Green
and Sustainable
Corporate
Bond Fund

3.5%

£169m

103

30 Aug 2017 – 30 Aug 2018

(3.5)%

Sustainable

Investment
Grade Bonds

Muzinich Bondyield
4.0%
ESG Fund

£187m

136

30 Aug 2017 – 30 Aug 2018

0.5%

Responsible

Investment
Grade Bonds

Nuveen TIAA US
Bond ESG Fund

7.9%

£42m

199

30 Aug 2017 – 30 Aug 2018

(1.1)%

Catalytic

Investment
Grade Bonds

4.0%

£3.5bn

264

25 Apr 2018 – 30 Aug 2018

2.2%

Responsible

Emerging
Market
Equities

9.7%

£276m

42

30 Aug 2017 – 30 Aug 2018

13.4%

Catalytic

Developed
Market
Equities

Threadneedle UK
Social Bond Fund

4.0%

£124m

125

30 Aug 2017 to 30 Aug 2018

(0.3)%

Catalytic

Investment
Grade Bonds

Cash & Short
Maturity
Green Bonds

11.5%

Multi-Impact
Growth Fund

100.0%

% Fund

Allianz Global
8.1%
Sustainability Fund
AXA World Funds
Framlington
Human
Capital Fund
AXA World Funds
Global Green
Bonds Fund
Fisher Emerging
Markets Equity
ESG Fund
Impax Asian
Environmental
Markets Fund
Impax
Environmental
Markets Fund

Robeco QI
Emerging
Conservative
Equities Fund
RobecoSAM
Sustainable
Healthy
Living Fund

–

–
+1,500

–

–

Impact style

–

Asset class
Developed
Market
Equities

Fund overview

Name

Emerging
Market
Equities
Emerging
Market
Equities
Developed
Market
Equities
Developed
Market
Equities
Developed
Market
Equities
Developed
Market
Equities

–

5.7%
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First year MIGF performance
During the first year of the MIGF,
until 30 August 2018, there was
a return of volatility in financial
markets globally. In this context the
MIGF delivered a positive return of
5.66% over the period.
Equity holdings with a large allocation to US
equities such as the Janus Henderson Global
Sustainable Equity Fund and the iShares MSCI
USA SRI UCITS ETF were the best performers
during the period. However, given Energy was
one of the best performing sectors during this
period, funds with structurally low exposure to
the associated companies, such as the Jupiter
Ecology Fund and Impax Environmental Markets
Fund, missed out on returns from this sector.
Given its focus on European companies, the AXA
World Funds Framlington Human Capital Fund
lagged other global equity funds in the portfolio
but still delivered a positive return in GBP terms.
Pressures in emerging markets continued to
weigh on the Fisher Emerging Markets Equity
ESG Fund and the Impax Asian Environmental
Markets Fund, but the lower risk characteristic
of Robeco QI Emerging Conservative Equities
Fund has been beneficial to performance versus
other funds in the Emerging Markets universe.
Despite the less favourable period for
government bonds and investment grade credit,
the fixed income positioning in the MIGF held
up well and outperformed the overall market.
In particular, both the Nuveen TIAA US Bond
ESG Fund and the Muzinich Bondyield ESG
Fund performed well relative to their respective
markets, whilst the Threadneedle UK Social
Bond Fund did a good job of protecting capital in
a difficult environment.

Cumulative returns as of 30 August 2018
MIGF

Morningstar
category average

5.7

5.1

Return

6.7

4.5

Standard Deviation

0.8

1.0

Sharpe Ratio

-6.1

-6.1

Max Drawdown

The period for this report is the first year of the fund – therefore the
performance will reflect this. More up-to-date performance is available via
fact sheets. Past performance is not an indicator of future performance.
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First year MIGF performance
Contribution by Asset Class
Cash & Short Maturity Green Bonds 0.6%
Developed Government Bonds

-0.1%

Investment Grade Bonds 0%
Developed Market Equities 6.2%
Emerging Market Equities -0.5%

During the first year of the MIGF until 30 August
2018 equity markets have broadly delivered
positive returns, but this was mainly driven by
US equity markets given the tailwind of the
new corporate tax cut implemented by the US
administration and robust earnings growth in
the technology sector. A rally in the US dollar has
put pressure on emerging markets assets and
currencies, which have significantly lagged their
developed markets counterparts. In addition, the
ongoing trade tensions and the announcement
of tariffs between the US and China has
also impacted negatively sentiment towards
emerging markets. Europe has also been
through political headwinds with the ongoing
Brexit negotiations as well as tensions between
Italy and the European Commission regarding
its budget.

Fixed income markets delivered a small negative
return over the year. Government bond yields
increased, led by the US as the Federal Reserve
Board continued to normalise interest rate
policy. The UK followed the US with yields
increasing throughout the curve. Within Europe
yield curves flattened with short maturity
yields increasing whilst longer maturity yields
declined. European peripheral government bond
yields came under pressure as the situation in
Italy forced yields notably higher. Corporate
credit performed strongly from the start of the
reporting period and in the new year rallied well
on the back of the new tax policy in the US.
However, since February the corporate credit
market underperformed the government bond
market as the increased volatility and the risk-off
sentiment that emerged from February onwards
pushed corporate bond spreads higher. Over
the year industrials outperformed the financial
and utility sectors, whilst US dollar denominated
credit outperformed sterling and Euro credit.

The period for this report is the first year of the fund – therefore the
performance will reflect this. More up-to-date performance is available via
fact sheets. Past performance is not an indicator of future performance.
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Trailing returns as of 30 April 2019

12

MIGF

Morningstar Category Average*

2.18

2.71

1 month (Apr 2019)

6.00

5.74

3 months (Feb–Apr 2019)

9.35

9.47

Year to date (Jan–Apr 2019)

7.36

5.25

Since inception
(Aug 2017–Apr 2019)
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Cumulative returns as of 30 April 2019
%
8

7

6

Fund overview

5

4

3

2

1

0

-1

-2

-3

-4

-5
31 Aug
2017

31 Dec
2017

MIGF

30 Mar
2018

30 Jun
2018

31 Aug
2018

31 Dec
2018

30 Apr
2019

Morningstar Category Average*

*Category: GBP Moderately Adventurous Allocation
To enable comparison between funds, Morningstar has established categories to group funds according to their actual
investment style, not merely their stated investment objectives. The MIGF was assigned by Morningstar to the “GBP
Moderately Adventurous Allocation” which include funds with a mandate to invest in a range of asset types (including
equities, bonds, property, commodities, cash and liquid alternatives) for a GBP-based investor. The equity or equity
equivalent risk component will usually be between 60% to 80% in the normal running of the fund.
Source: Morningstar (as of 30 April 2019).
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MIGF breakdown
Barclays assessment of asset classes
Asset class diversification

Developed Market Equities

50%

Emerging Market Equities

16%

Developed Government Bonds

3%

Cash & Short Maturity Green Bonds 12%

Investment Grade Bonds

19%

Portfolio breakdown by holdings
MSCI Global Industry Classification Standard

0

Financials

19%

Materials

6%

Information Technology

16%

Consumer Staples

5%

Industrials

20

40
13%

Health Care

0

8%

20

Consumer Discretionary

6%
40

Utilities

Source: Morningstar (as of 31 August 2018).
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6%

60

Energy

80

Real Estate

60

2%

100

2%

80

Telecommunication Services

2%

Other

15%

100

80
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Impact approach diversification
Funds are broadly categorised into three
approaches – responsible, sustainable,
and catalytic.

It can be difficult to identify how our fund
managers consider the potential impact of the
investments they make based on terminology,
names, or marketing materials. The terminology
in the field can be confusing for many, and this
becomes more difficult when various actors use
the same terms with different meanings. When
reading names of funds, it is frequently not clear
what, if any, impact approach they follow. Even
less so when reviewing marketing materials.
Therefore, we decided to establish a
classification on how investors consider impact
when making their investment decisions. When
we conduct our analysis, this categorisation
helps us to compare managers applying the
same approach and avoid unfairly comparing
those who don’t. We also hope it clarifies for
investors the outcomes they can expect from
their investments using each impact approach.

0

*

Catalytic

46%

Sustainable

25%

Responsible

23%

20

Other

*

40

60

The primary focus is on the impact created by
how the organisation operates, rather than the
products or services it provides. Fund managers
assess these operational practices by gathering
and using ESG data and scores.
The aim is generally to select the best and/or
avoid the worst companies based on how they
manage key risks associated with their industry.
Though reliant on good quality, non-financial
data, this approach can be used across nearly
every asset class and industry.
Sustainable
Fund managers here seek to produce financial
value by pursuing sustainability themes that
benefit stakeholders.
The starting point for these managers is broader
– looking at wider trends and themes in the
world for investment opportunities. These could
be social trends, such as ageing populations or
healthy living, or they could be environmental,
such as climate change or water efficiency.

Barclays assessment of
impact approaches

100

Responsible
Fund managers here seek to enhance financial
value by incorporating environmental, social
and governance (ESG) factors that could
affect stakeholders.

Fund overview

While every investment has an impact on
the world, the way different fund managers
take this into account varies considerably.
We’ve established a systematic method of
understanding the impact approach that
our fund managers apply when selecting
investments.

80

7%

Fund managers are looking for the organisations
that are profiting from these trends, and whose
products and services are driving them. So fund
managers tend to focus on certain industries
and sectors that relate to the theme(s) that
they are considering. Importantly, we would
still expect managers to consider the operating
practices of the companies by incorporating
ESG considerations.

100

(Continued on page 16)

120

Includes Cash investments which do not have an impact approach applied.
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Impact approach diversification (cont.)
Catalytic
Fund managers here seek to generate financial
value by addressing a societal challenge that
delivers specific outcome(s).
For these managers, their investing starts
with a desire to address our urgent societal
problems by investing in organisations providing
commercial solutions to them. They usually
start with a particular issue (e.g. clean energy)
and seek to identify the organisations with
the products and services (e.g. solar panel
manufacturers or wind turbine operators) that
directly address these issues as well as generate
financial returns.
Given the focus on the products and services,
funds often have thresholds about the
minimum revenue a company must generate
to qualify for consideration. Again, we would
expect managers to also assess the operating
practices of these companies by incorporating
ESG considerations.

Notes on impact approaches
This assessment does not reflect whether
funds use any ethical criteria to automatically
avoid investments based on certain moral or
religious values, or global norms. These ethical
criteria can be used in conjunction with impact
approaches, and some managers also screen
certain companies and/or industries.
Finally, with each of these approaches, there is
no judgement about which impact approach
is better or best. Approaches lend themselves
more or less effectively depending on the fund’s
investment objectives and scope – e.g. asset
classes, target company sizes, or industries.
All of the approaches differ from traditional
fund managers who have no real consideration
of the environmental, social, or governance
factors or impact of investments, and only
focus on the financial aspects and outcomes of
the companies.
Impact funds we consider best-in-class
intentionally and effectively use impact as
a factor to select investments and still seek
to financially outperform funds that do not
consider impact. What’s important is to
understand the implications of each approach
to the value it seeks to add to the investment
process and wider world.
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RobecoSAM Sustainable Healthy Living Fund
Nuveen TIAA US Bond ESG Fund
Impax Environmental Markets Fund
Jupiter Ecology Fund
Threadneedle UK Social Bond Fund
Impax Asian Environmental Markets Fund
AXA World Funds Global Green Bonds Fund
Short Maturity Green Bonds

Janus Henderson Global Sustainable Equity Fund
Allianz Global Sustainability Fund
Mirova Euro Green and Sustainable Corporate Bond Fund
AXA World Funds Framlington Human Capital Fund

9.7%
7.9%
6.1%
6.0%
4.0%
4.1%
3.0%
5.0%

Fund overview

Barclays assessment of impact approaches by Fund

Catalytic

46%

10.1%
8.1%
3.5%
3.1%

Sustainable

Fisher Emerging Markets Equity ESG Fund
iShares MSCI USA SRI UCITS ETF
Robeco QI Emerging Conservative Equities Fund
Muzinich Bondyield ESG Fund

8.2%
6.7%
4.0%
4.0%

Responsible

Cash

6.5%

25%

23%

Others

7%
17

Impact highlights from the MIGF
Clean energy
Generated

90,872 MWh

of renewable energy

Enough to supply the average
annual power requirements for
around 29,000 homes

AXA World Funds Global Green Bonds Fund (Source: AXA)

Environmental footprint
Displaced

4,000 tonnes

of coal in Asian cities
Air quality improvement
equivalent to 3,140 diesel
trucks taken off the road
for a year

Impax Asian Environmental Markets Fund (per $10m investment) (Source: Impax)
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Transportation and infrastructure
Supported

12 registered housing providers
Fund overview

Managing nearly
600,000 homes in the UK

Threadneedle UK Social Bond Fund (Source: Columbia Threadneedle)

Employment and education
Created

3,321 FTE job equivalents in the US

Providing new pathways to opportunity

Nuveen TIAA holding: The Reinvestment Fund (Source: Nuveen TIAA)
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Impact highlights from the MIGF (cont.)
How a company operates can have
substantial societal or environmental
impact, while also affecting that
company’s bottom line
Companies with leading organisational
practices, such as strong governance controls,
an effective environmental risk management
culture or transparent labour practices, generally
have a competitive edge over peers. These
sustainable operating practices make them
more operationally effective and less prone
to scandals, and for their investors, ultimately
help to position them to achieve better
financial results.

How sustainably do the MIGF’s
holdings operate?
To understand if the portfolio companies held
by the third-party fund managers have leading
ESG practices, we used MSCI’s ESG Ratings*.
Analysing the MIGF’s holdings at the end of its
first year, over half of the portfolio had an ESG
score of A or above.
Using an asset-weighted distribution of
our MIGF’s ratings compared to the MSCI
All Country World Index (ACWI) confirmed
that underlying fund managers tend to
choose companies with more sustainable
business practices.

Investors who want to identify these companies
use environmental, social and governance
(ESG) data. Several research providers collect
and analyse this data to produce ESG ratings/
scores that can give an indication of a company’s
overall sustainable operational practices.

Key terms to know
Environmental, social and
governance (ESG):
Issues and areas that are considered material to
how a company operates: Does the company
pollute the environment? Does it treat its
workers well? Is it at risk of bribery or corruption?

ESG rating/scores:
Summary metrics that indicate if a company has
sustainable operational practices by categorising
a company on a numeric or alphabetic scale
according to how it manages its ESG risks
and opportunities.
Different data providers have different scales
and scoring methodologies.

20

*MSCI ESG Research provides in-depth
research, ratings and analysis of the
environmental, social and governancerelated business practices of thousands
of companies worldwide. Their research
is designed to provide critical insights
that can help institutional investors
identify risks and opportunities that
traditional investment research
may overlook.
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•

AAA-rated companies: Highest rating.
These companies tend to have an integrated
ESG strategy, with formal and proactive
sustainability efforts. One such example in
the MIGF is Microsoft. The software and
technology services provider is a leader
in managing risks around ‘Privacy & Data
Security’ and ‘Corruption & Instability,’ while
also demonstrating a strong track record
around carbon reduction.

•

BBB-rated companies: Average rating.
These companies tend to have some good
ESG management practices, but still have
exposure to ESG risks. One such example
in the MIGF is Tencent. According to
MSCI, the Chinese technology company
has some effective data security and
people management practices, but lacks
strong governance.

•

CCC-rated companies: Lowest rating.
These companies tend to have a poor
ESG record. Often fund managers are
in the process of engaging with these
companies, to improve their practices. If
successful, this has a positive effect. If
not the manager may choose to sell their
holding/holdings in the company. One such
example in the MIGF is Stericycle, a US
hazardous waste management company
that has been part of some environmental
controversies. After engagement wasn’t
satisfactory, Impax decided to sell due to the
company’s non-committal attitude towards
ESG improvements.

MSCI Asset-Weighted ESG Rating Distribution*
25%

21%
15%

14%

18%

23%
18%

17%
10%

8%

5%

13%

9%
2% 3%

0%
AAA

AA

A

MIGF

BBB

BB

B

CCC

not rated

MSCI All Country World Index

*
MSCI ESG Ratings Distribution represents the percentage of a portfolio’s market value coming from holdings classified as ESG
Ratings Leaders (AAA and AA), Average (A, BBB, and BB), and Laggards (B and CCC). Not Rated includes cash. The MIGF portfolio
comprised of corporate and non-corporate equity and fixed income holdings as of 31 August 2018.
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Fund overview

In general, the MSCI ESG ratings correspond
to the following levels of ESG leadership:

Environmental:
What is the MIGF’s
carbon impact?
MSCI Weighted Avg. Carbon Footprint
Intensity (tCO2e/$m Sales)

178

202

MIGF

MSCI ACWI

Climate change presents one of our greatest
global challenges. Carbon footprinting can
be a first step to address the investment
implications of climate change, helping investors
to understand, measure and manage carbon risk
and opportunities in their portfolios.
While there are various approaches to carbon
footprinting, carbon intensity is a commonly
used metric that determines the amount of
emissions, in tons of CO2 the companies in
the portfolio produce for every million dollars
of sales.
This is calculated by adding the organisation’s
emissions from direct operations and energy
consumption (Scope 1 and 2), then dividing by
its sales. That figure is then weighted, based on
the percentage of each company in the overall
portfolio. This makes it possible to compare
companies of different sizes.
The final score indicates the portfolio’s exposure
to risks associated with climate change, as
holding companies with a higher carbon
intensity are likely to face more exposure to
carbon-related market and regulatory risks.
It also allows comparisons with a benchmark
between multiple portfolios and over time,
regardless of portfolio size.

The MIGF is associated with a weighted average
carbon footprint intensity of 178, compared
to 202 for the MSCI All Country World Index
(MSCI ACWI).
This means the MIGF had a weighted
average carbon footprint 12% lower than the
benchmark. That’s equivalent to:

Losing greenhouse gas emissions from:
•

5.1 passenger vehicles driven for 1 year

•

1.2 garbage trucks of waste recycled instead
of going to landfill

Losing CO2 emissions from:
•

2,667 gallons of gasoline consumed

•

793 incandescent lamps switched to LED

Sequestering carbon from:
•

614 tree seedlings grown for 10 years

•

27.9 acres of US Forests in 1 year

Source: MSCI ESG Research. Carbon reduction
estimates based on US EPA. The MIGF portfolio
comprised of corporate and non-corporate equity and
fixed income holdings (incl. subsidiary mapping) as of
31 August 2018. MSCI ACWI is comprised of around
2,800 stocks from 23 developed countries and 24
emerging markets.
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MSCI ESG Controversies Exposure (%)
How companies treat their workforces and
interact with local communities where
they operate has a significant impact on
society. Responsible investors are seeking
to invest into companies that recognise
and address their impact on human rights
and to mitigate negative impacts through
stakeholder engagement.

4%
MIGF

9.4%
MSCI ACWI

ESG Controversies Exposure indicates the
percentages of companies in the portfolio
that are facing human rights and community
controversies related to their impact on local
communities, civil liberties, or human rights.
Most companies will be involved in a controversy
at some point during their operation and the
score does not account for the severity or scale
of the controversy. Nor does it indicate whether
these companies are responsible, just that they
are involved. Many companies will address them
directly with stakeholders, though some will
be addressed through legal, governmental, or
public pressure.
The MIGF has 4% of companies exposed to
controversies compared to 9% for the MSCI All
Country World Index (MSCI ACWI).
The consequences of companies not
successfully managing and mitigating human
rights risks across their business could
include the prospect of prolonged litigation,
reputational risk and heightened pressure and
criticism from media and NGO’s, as well as the
potential to negatively impact stakeholders and
the environment.
Source: MSCI ESG Research. The MIGF portfolio
includes equity and fixed income (applicable to
corporate issuers only) as of 31 August 2018.

Governance:
What percentage of
the MIGF’s holdings
have at least 30%
female directors?
MSCI Board – Female Rep. 30%
of Directors (%)
Having an effective board of directors is vital
to sustaining a company’s performance.
A board of directors with a variety of
backgrounds, perspectives and experiences,
working collaboratively, will lead to better
decision making and a more dynamic
organisational environment.

Fund overview

Social:
What percentage of
the MIGF is exposed
to human rights
and community
controversies?

Gender diversity on boards brings a particular
focus to this issue. Studies have shown that
gender diversity, whether in the management
team or the boardroom, adds value to
an organisation.
Therefore, a metric that indicates whether at
least 30% of the board of directors is female
provides a good indication of the diversity within
the overall organisation.
The MIGF has 53% of companies with at least
30% of female directors compared to 34% for
the MSCI All Country World Index (MSCI ACWI).
The expectation is that companies which
embrace diversity – whether this relates to age,
expertise, gender, experience or nationality – are
likely to benefit from different points of view
and have a better chance of thinking creatively,
nurturing growth and understanding their
customer base and the environment in which
they operate.

53%
MIGF

34%
MSCI
ACWE

Source: MSCI ESG Research. MSCI Board – Female
Rep. 30% of Directors is the portfolio exposure to
companies where women comprise at least 30% of
the board of directors. The MIGF portfolio includes
equity and fixed income (applicable to corporate
issuers only) as of 31 August 2018.
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How does the fund
make an impact?
An investor, alongside
financial returns,
wants to make a
positive contribution
to our world...

…invests into Barclays’
Multi-Impact Growth
Fund, which distributes
their capital to...

…specialist third-party
funds. These funds hold
stocks and bonds of...

…companies and
organisations that are
operating sustainably
and/or producing goods
and services addressing
critical issues ...

…which helps to make
a positive impact on
our world.
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Companies in action
In this section, we highlight some of the urgent social
and environmental challenges that we face today – and
more importantly, companies in action trying to address
these challenges.
All organisations have an impact on the world – through how they operate; and
through the products and services they produce. As part owners of the equity
or debt of the companies within the MIGF, your investment provides capital to
finance their activities.
At a minimum, all the fund managers selected in the MIGF seek to invest into
companies which operate responsibly – for example, by avoiding pollution of the
natural environment, or providing safe working conditions, or not paying bribes
to win business. This investment approach considers the environmental, social
and governance (ESG) factors that help to identify where a company can be at
risk or have an advantage relative to its peers.

Companies in action

But beyond this inward-looking approach, many fund managers also pick
companies that look outward for business opportunities to provide products
and services that help to address our biggest global challenges.
Around the world, we face complex issues like climate change, limited natural
resources, changes in demographics and overpopulation, and technological
disruption. Looking across all the holdings in the MIGF, we identified six themes
around significant global challenges: food and agriculture, clean energy,
environmental footprint, employment and education, health and well-being and
transportation and infrastructure.
Each theme is framed by a brief explanation of the challenge and how it links
to the UN’s (United Nations) 17 Sustainable Development Goals, and provides
statistics to highlight the scale and breadth of the issue. A company from within
the MIGF is then showcased for how they have found a commercial opportunity
that seeks to address this theme.
By understanding the themes, you can see how your investment in these
companies has made an impact by investing into these companies.

These case studies are examples of themes and companies held in the MIGF
during its first year, or where managers decided not to make an investment.
While these organisations were part of the MIGF as of 30 August 2018, holdings
can change and they may not always be included within the MIGF portfolio.
Also, because the MIGF does not target any specific impact allocation or
outcome, nor guarantee any achievement of a social/environmental impact,
these themes may change during other investment periods.
Mentioning specific companies and organisations is not a recommendation to
invest in them. Instead, our aim is to help you to see how the listed companies
you invest in through the MIGF have an impact on these challenges.
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Companies in action:
Food and agriculture
The challenge
Hunger is a substantial and
growing problem. Nearly 815m
people (roughly 11% of the
world’s population) suffered
from chronic malnourishment
in 20163. Unfortunately, this
number is expected to rise.
Global population growth
means that food production
needs to increase 70% by
2050 to feed everyone4, yet
increasingly diminished crop
yields and constrained natural
resources worldwide limit
an increase that might be
possible. Massive amounts of
food waste further compound
our planet’s hunger problem.
To feed everyone, we need
new, sustainable food and
agriculture solutions.

How Salmar is responding to
the challenge
Salmar is a Norwegian fish farmer, addressing
the world’s growing requirement for sustainable
food. As one of the world’s largest producers
of farmed salmon, the company plays a major
role in developing alternative sources for fish
production in a context where traditional
fisheries are almost fully exploited.
Although producing protein from aquaculture
requires less resources (such as energy and
water) than other forms of protein, the local
impacts need careful management. Salmar,
which farms salmon in Norway and Scotland,
has responded in 2018 by taking the first salmon
farm to the sea with its Ocean Farm 1 in 2018,
which allows for the ocean currents to naturally
aerate the site and helps reduce impacts on
the seabed. This marks a step forward in
conservation efforts while contributing to
sustainable production of food for a growing
global demand.

Impact: Salmar’s Ocean Farm 1

Developed offshore fish farm

Which helps reduce impacts
on the seabed
How companies
contribute solutions
Many companies are responding
to this challenge by developing
innovative, sustainable agricultural and
food solutions to ensure fairer food
distribution. These firms recognise
that hunger is not just a big problem
but also a big opportunity. In fact, the
Business and Sustainable Development
Commission valued the market for
reducing food waste in the value chain at
$155–405bn annually by 20305.
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Ensuring more stable
supply of fish

Fast facts
•

Fish farm company

•

£986m sales in 2017

•

1,427 employees

Sustainable
Development
Goals

#2 End hunger,
achieve food
security and
improved
nutrition
and promote
sustainable
agriculture
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Did you know?
1 in 6 children in developing
countries is underweight6

Companies in action

There is a 50% food gap
between crop calories
produced in 2010 and
those needed in 20507

1.3 billion tonnes of food –
1/3 of global production –
is never consumed8

29

Did you know?
Global energy demand
is predicted to grow by
48% over the next
30 years9

1/8 of the global
population lacks access
to electricity10

Energy costs in developing
markets can be 150x those
in developed markets11
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Companies in action:
Clean energy

#7 Ensure access to
affordable, reliable,
sustainable and
modern energy for all

The challenge
Though global energy use
continues to rise, in part driven
by rapid economic growth in
emerging markets, more than
one billion people still lack
access to reliable electricity12.
Huge supplies of fossil fuels
(e.g. coal, oil and gas) will
be required to meet world
demand. Yet fossil fuels are
one of the largest contributors
to greenhouse gas emissions
and are non-renewable
sources that will one day be
exhausted. To keep our planet
clean, affordable renewable
energy sources are required to
ensure everyone has access to
sustainable energy.

How SSE is responding to the challenge
SSE is a vertically integrated British utility
company. In 2018, SSE’s generation was
mostly based on natural gas, hydro-power,
and wind power, constituting a relatively
low-carbon energy mix. This represents a
substantial departure from years past and
reflects the increasing importance of addressing
environmental challenges within the context
of SSE’s strategic objectives. The company
has ambitious targets in place to increase its
renewable energy capacity and has delivered
on a past pledge to reduce its coal exposure:
in 2017–2018, coal contributed 3% of SSE’s
generation output, compared to 22% the
previous year. Proceeds from SSE’s 2017 Green
Bond have been used in line with this new
strategic orientation to address climate change.
In its 2018 Green Bond report, SSE reported
that the programme financed 748 MW of wind
capacity through £548.4 million of proceeds
allocated, leading to generation of 715 GWh
of power and avoidance of 251,202 tons of
CO2 creation.

Impact: SSE’s Green Bonds

Financed 748 MW of
wind capacity

How companies
contribute solutions

Leading to 715 GWh
of generation

Clean energy is becoming increasingly
affordable and feasible, as companies
continue to innovate in the renewables
market. The cost of electricity from
offshore wind turbines is for the first time
cheaper than nuclear energy13. Over the
next 20 years, renewables are predicted
to be the fastest-growing energy source.
The global renewable energy market is
projected to reach $1,512 bn by 202514.

251,202 tons of CO2 avoided

Fast facts
•

Utility company

•

£30bn sales in 2017

•

21,157 employees
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Sustainable
Development
Goals

Companies in action:
Environmental footprint
The challenge
The amount of waste that
humans generate is growing
exponentially. Already, in the
US alone, we create 4.4 pounds
of trash per day per person15.
By 2025, the global supply
of municipal solid waste is
projected to double16. Why?
Too often items are thrown
away instead of being recycled.
Plus, rapid population growth
is generating strong demand
for, and, in turn, scarcity of,
many of our planet’s finite
resources (including water
and other natural resources).
Unfortunately, this additional
waste can have devastating
effects on our planet and our
livelihood choices. To reduce
our waste footprint, we need
to use existing resources
more efficiently.

How Tomra is responding to
the challenge
Tomra, a Norwegian recycling solutions provider,
supports the transition to a circular economy.
The company produces ‘Reverse Vending
Machines’ (RVM) for automated collection of
used beverage containers.
Last year, these machines facilitated the
collection of more than 35 billion empty
cans and bottles for recycling. Tomra’s global
installed base of more than 80,000 machines
can be found at supermarkets and other types
of stores, providing retailers with an effective
and efficient way of collecting, sorting and
processing these containers.
Looking ahead, the company’s solutions are
likely to find new markets, as concerns about the
impacts of plastic waste in particular increase.

Impact: Tomra’s RVMs

More than 80,000
RVM machines

Collected 35bn+ empty cans

Diverting waste from landfills
How companies
contribute solutions
Many companies have developed
innovative ways to solve our planet’s
environmental footprint problem. They
have introduced new sharing business
models, produced more durable
products, and increased their recycling.
They have turned waste into value. The
Business and Sustainable Development
Commission estimated the market for
reducing packaging waste at $40–65bn
by 203017.
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Development
Goals

Fast facts
•

Recycling solutions provider

•

£678m sales in 2017

•

3,500+ employees

#6 Ensure access to
water and sanitation
for all
#12 Ensure
sustainable
consumption and
production patterns
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Did you know?
The ocean is forecast to
contain more plastic than
fish by weight in 205018

Companies in action

1/3 of farmed fruit and
vegetables discarded
annually as ‘too ugly’.
Impact of growing =
carbon emissions of
almost 400,000 cars19
CO2

By 2030, 700 million
people worldwide
could be displaced by
intense water scarcity20

H2O
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Did you know?
Almost half the world,
over three billion
people, live on less
than $2.50 a day21

Nearly a third of the
American workforce
earns less than
$12 per hour22

High school dropouts
are 3 times as likely
to be unemployed as
someone who went
to college23
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Companies in action:
Employment and education

#4 Ensure inclusive
and quality education
for all and promote
lifelong learning
#8 Promote inclusive
and sustainable
economic growth,
employment and
decent work for all

The challenge
Though unemployment rates in developed markets are at their lowest
levels in years, many people in these countries are unable to gain a
foothold into the workforce. For these individuals, a lack of opportunity
or an education can act as key barriers to a good job. In an increasingly
skilled economy, where many manufacturing jobs have been taken over
by machines, and where numerous companies rely on contract workers
for more essential functions, it can be hard for many people to find a
position that offers attractive compensation and stability. This can have
direct negative consequences, resulting in lower quality of life, and even
risks of poverty and homelessness. Further investment that delivers job
creation, particularly for historically excluded groups, can help to provide
paths to opportunity for all.
Companies in action

Sustainable
Development
Goals

How companies contribute solutions
Many companies are creating new pathways to employment. They are expanding access
to education and investing heavily into human capital. These companies recognise that
job creation, particularly for historically excluded groups, is necessary to stimulate healthy
economic growth.

How the Reinvestment Fund is
responding to the challenge

Impact: Reinvestment Fund

Invested +$2bn over the
last 33 years

On any given night in the United States, well over
500,000 people experience homelessness, driven
in large part by poverty, unemployment, and
lack of affordable housing. To address this issue,
the Reinvestment Fund, a federally-certified US
community development financial institution,
supports organisations working to use strategic
investment to create opportunities for formerly
homeless individuals.

In projects that support
low‑income people

Philadelphia’s per-capita homeless population
is the second-largest among cities in the United
States. The Fund provided the Philadelphia-based
First Step Staffing with a loan that helped it to
acquire a staffing firm and convert it into a nonprofit helping formerly homeless individuals find
employment.
Through its 2017 activities, the Reinvestment
Fund contributed to the following results: reached
538,162 people through community programmes,
built 821 units of affordable housing and created
3,321 full-time-equivalent jobs.

Positively impacting the lives of
more than 2m people

Fast facts
•

Community Development Financial
Institution

•

865+ investors
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Companies in action:
Health and well-being
The challenge
Half of the world lacks access
to essential healthcare services,
in spite of significant progress
already made to provide
healthcare globally. Achieving
universal healthcare access
is critical, particularly given
that non-infectious diseases
like cancer and diabetes are
on the rise. Yet tighter public
budgets globally mean that
governments’ ability to mobilise
health resources are limited.
Moreover, access to healthcare
is increasingly becoming
stratified by wealth, leaving the
poor disproportionately without
medical care. Achieving the
SDG health targets will increase
current health spending to
up to US$371 billion annually
by 203024.

How Thermo Fisher Scientific is
responding to the challenge
Thermo Fisher focuses 100% on solutions to
lifestyle disease.
As part of its commitment to making the
world “healthier, cleaner and safer”, Thermo
Fisher creates a full range of laboratory
instruments, diagnostic test kits and other
life science equipment. It is a vital supplier
to biopharmaceutical companies, hospitals,
clinical and research labs.
Thermo Fisher’s diagnostic test kits help
reduce healthcare costs. Diagnostics account
for only 2% of worldwide healthcare spending
but influence 60% of clinical decision making.
Appropriate diagnostic testing ensures
patients are treated more efficiently and
more effectively, lowering total costs.
Also, as one of the pioneers in DNA
sequencing, Thermo Fisher enables people to
obtain new information on the genetic basis
of many poorly understood diseases, with the
potential to provide new and personalised
treatments for patients.

Impact: Diagnostic test

More efficient and
effective diagnostics

How companies
contribute solutions

Faster treatment,
reduced length of stay

Many companies are positively
contributing to improving healthcare
quality for all. From manufacturing
drugs to developing new pathways to
healthcare access, these companies are
improving care throughout the global
healthcare system.

Lower total cost of treatment

Fast facts
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•

Life sciences equipment provider

•

$20.9bn sales in 2017

•

70,000+ employees

#3 Ensure healthy
lives and promote
well-being for all at
all ages
#11 Make cities
inclusive, safe, resilient
and sustainable
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Did you know?
Still over 16,000
children under 5 die
every day, mainly
from malnourishment,
dehydration and
preventable diseases25

Companies in action

In the past decade,
improvements in health
and heath care led to a
24% increase in income
growth in some of the
poorest countries26

At least half of the global
population cannot obtain
essential health services27
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Did you know?
4 out of 10 US bridges
need to be replaced
or repaired28

Three-quarters of the
developing world’s
roads are unpaved,
impacting accessibility
and poverty29

Globally, more than
50% of people lack
internet access, with
90% of those in the
developing world30
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Companies in action:
Transportation
and infrastructure

#9 Build resilient
infrastructure,
promote sustainable
industrialisation and
foster innovation

The challenge
Across the world, poor
infrastructure – from
substandard roads and faulty
telecommunication networks
to unsound transportation
systems – are slowing global
economic growth. In developed
markets, ageing systems
require significant maintenance
to curb their deterioration.
In emerging markets, lack of
infrastructure limits the ability
for people and businesses
to connect. Yet, many
governments cannot make
significant improvements to
their country’s infrastructure
due to financial and political
constraints. Private investments
are needed to fulfil the world’s
infrastructure needs.

How Wabtec is responding to
the challenge
Wabtec, headquartered in the United States,
is a global leading provider of safety and
efficiency equipment to the global freight and
transit rail industries. With over half of the
world’s population now living in cities, people
are becoming increasingly dependent on public
transportation. Rail can offer a clean, reliable
and cost-effective solution for sustainable mass
transit. Wabtec’s products – from driver control
systems to collision-avoidance systems – help to
ensure the efficiency and safety of public transit.
Additionally, railroads are the most
environmentally sound way to move freight
over land, with GHG emissions from rail
transportation estimated to be up to 20 times
lower than car or air travel. Wabtec has a
portfolio of five distinct energy-saving products
for on-board HVAC services that offer energy
savings of up to 60%.

Impact: Wabtec’s products

Sells rail efficiency equipment

Ensuring faster, cheaper
movement of goods and people

How companies
contribute solutions
Many companies are helping to relieve
the global infrastructure gap. These firms
build and maintain bridges, airports,
tollroads, cell towers, and much more.
They recognise that the challenges
facing infrastructure are really business
opportunities. In fact, in 2013, McKinsey
estimated that the world needs to invest
$3.7 trillion in infrastructure each year
till 2035 to support current GDP growth
rate expectations31.

Enabling greater
economic growth

Fast facts
•

Rail equipment

•

£3bn sales in 2017

•

18,000+ employees
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Deep
dive into
underlying
funds

Deep dive
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Allianz Global Sustainability Fund

Integration of
impact into the
investment process

Investment objective
The Fund invests in a diversified mix of companies
on the global stock market that exhibit best-in-class
sustainable business practices and best-in-class
financial fundamentals. The aim is to attain capital
growth over the long term whilst having a positive
and measurable impact on society.

The portfolio is built from stocks that
have successfully passed the Fund’s
ESG screening process. To start,
companies in certain controversial
sectors are excluded from the
investment universe. Then companies
are scored according to the Global
ESG Research Team’s proprietary ESG
ratings, built using an in-house model
that identifies and weights material
ESG factors in each sector.

Avoiding reputational risk in the portfolio is a key
component of the strategy’s investment objective.
As a result, the Fund starts by excluding from its
investment universe companies whose main source
of revenue comes from the following industries:
tobacco, alcohol, pornography, gambling and/or
weapons. The rest of the screening is dependent
on the Global ESG research team’s proprietary
ESG scores.

For a stock to be included in the
portfolio, it must have an ESG rating
categorised as either ‘Average’ or
‘Best-in-class’. No stocks rated ‘Worstin-class’ can be included within the
portfolio. 75% of the portfolio must
consist of stocks backed by a ‘Best-inclass’ ESG rating.

Fund overview
Fund details

Top 10 holdings

Impact data and methods

Total assets under management
(AUM) as of 30 August 2018: £213m

(31 August 2018)

Allianz Global has a proprietary ESG
rating system informed by the internal
ESG research capability that identifies
and weights material ESG factors
across more than 40 different sectors.

Fund inception date: July 2005
Number of holdings: 51
Target geography: Global
Weight in MIGF: 8.1%
Asset class: Developed
Market Equities
Impact type: Sustainable
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Microsoft
Adobe Systems
SAP
Roche Holding
Allianz-Reg
Citigroup
Visa
Amadeus IT Group
S&P Global
Unilever

10.0%
3.6%
3.5%
3.4%
3.1%
3.0%
2.9%
2.7%
2.6%
2.4%

Two external data providers are used
to source raw data to feed into the
model. The model generates a global,
sector-specific ‘Best-in-class’ rating
for each of the companies covered. A
stock is rated as Best-in-class if the
ESG rating places it in the top 30%
within the sector.
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Integration insights
Case study: Covestro (1.5% of this fund)
The Fund chose to invest in Covestro, a European
manufacturer of specialty polymers, due to its
‘Best-in-class’ ESG rating, its fundamental valuation
and its potential to be a beneficiary from Chinese
environmental regulations impacting chemical supply.
China’s tightening environmental regulations limit the
possibilities for chemical companies to increase their
manufacturing capacity there. Accordingly, the Fund
believes that chemical companies with exposure to
products that consequently would see limited supply
growth would likely benefit. In addition, companies with
high environmental standards could benefit as there
would be little incremental spend needed on existing
facilities to comply with tighter regulations.
Covestro has products aligned to these themes and
has historically demonstrated strong performance on
material ESG issues. During the holding period the Fund
engaged with the company on ESG related matters such
as safety and corporate governance structure.

Impact stats
Overall

Deep dive

4.0
3.5
3.0
2.5

Business
behaviour

Environment

2.0
1.5

Governance

Fund

Social

MSCI ACWI

Dow Jones Sustainability Index
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Fund breakdown
(31 August 2018)
Sector diversification

60

Geographic diversification

Information Technology

32%

North America

47%

Financials

18%

Europe

44%

Healthcare

16%

Asia Pacific

8%

Industrials

12%

Other

2%

Other

24%

80

100

120

Fund performance
the fund perform
between
0How did 20
40
60
80
August 2017 and August 2018?

class performance
100 Share120

The Fund outperformed its benchmark over the period,
delivering alpha of over 2%.
Stock selection was the biggest contributor to returns, with
stock selection in the Financials and Industrials sectors
making particularly positive contributions. The largest single
stock contributions came from technology companies
operating in distinct market segments with high barriers
to entry.
Across the Fund’s key ESG metrics, the Fund continued
to outperform both its benchmark (the Dow Jones
Sustainability Index) and the wider MSCI All Country
World Index.

Performance net of fees since share class inception
30%
27%
25%
20%
15%
10%
5%
0%
-5%
-10%
2016

Past performance is not an indicator of future performance
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2017
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Impact insights
Fund’s key impact facts

Case study: Xylem (2.4% of this fund)

The Fund’s portfolio of holdings:

Fast facts

•

Emit 100 metric tonnes fewer
Greenhouse Gas (GHG) emissions
per USD million of sales than the
benchmark group of companies,
equivalent to removing 22 cars
from the road

•

Are 11.1x more efficient in water
intensity than the 2017 benchmark

•

Had 0.35 injuries (with lost time)
per 200,000 hours worked, which
was below its benchmark

• US company
• 2017 sales: £3.3bn
• Employees: 16,000
Xylem is a US water infrastructure manufacturer, producing efficient
pumps and advanced water meters. The company’s products address the
growing need to replace the ageing water infrastructure in the US, where
more than 25% of pipes are older than 70 years.
With the freshwater available per capita having fallen by 26% over the
last 25 years, this company’s products also enable more efficient use of
an increasingly scarce resource. One example of the company’s delivery
of water efficiency is in a city in West Virginia where 6,500 water meters
were installed, helping to reduce excess water consumption by an average
of 25 million gallons per year.
The company has also set internal targets to reduce the water intensity
of their own operations. Over a five year period to the end of 2019, the
company has set the target to reduce water intensity by 25%.

Impact: Environmental footprint

For companies held by the Fund, in
their annual reports:
•

41% discussed Climate Change
Risks, compared with 34% of
companies in the Dow Jones
Sustainability Index, and 17% of
companies in the MSCI ACWI

•

12% discussed Climate Change
Opportunities, compared with 11%
of companies in the Dow Jones
Sustainability Index, and 3% of
companies in the MSCI ACWI

Deep dive

Sells efficient pumps
and water meters

Enabling a more
effective use of water

Ensuring a lower
environmental footprint
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AXA World Funds Framlington
Human Capital Fund
Integration of
impact into the
investment process

Investment objective
The Fund aims to achieve long-term capital growth
through the active selection of listed equities from
companies with superior practices in human capital
management.

The Fund selects stocks on the basis
of fundamental research and human
capital assessment.
The managers look at a company’s
strategy, products, competitors,
management team quality, and
management policies in order to
determine whether the company has
human capital value in the long term.

AXA believes that human capital and economic
performance are intrinsically linked – companies
with superior management policies offer long-term,
above-average financial returns. Well-managed
human capital leads to greater retention, innovation,
customer loyalty, and productivity, and thus, may
lead to better profitability.
The Fund’s investment process involves a bottom-up
stock selection of ‘Best-in-class’ companies in social
progress, corporate governance, and employment.

Fund overview
Fund details

Top 10 holdings

Impact data and methods

Total assets under management
(AUM) as of 30 August 2018: £324m

(31 August 2018)

AXA revamped its corporate ESG
scoring methodology in 2017, shifting
from an absolute score mainly
driven by disclosures, to a more
discriminating relative score, tilted
towards impact and materiality.

Fund inception date: October 2007
Number of holdings: 60
Target geography: Europe
Weight in MIGF: 3.1%
Asset class:
Developed Market Equities
Impact type: Sustainable

46

BioMerieux
Informa
Mtu Aero Engines
SEB
Novozymes
DCC
Umicore
Chr Hansen
Symrise
Heineken Holding

2.4%
2.3%
2.3%
2.2%
2.2%
2.1%
2.1%
2.1%
2.0%
2.0%

Greater emphasis is placed upon
controversies that are factored in as a
separate penalty to the sub-factor.
The Fund has built a proprietary
scoring methodology for its ESG
Framework; and is highly confident in
the quality of its ESG data.
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Integration insights
Case study: Informa (2.3% of this fund)
The Fund decided to increase its investment in
Informa, a UK events and publishing company,
because it demonstrates a strong management
of human capital. Its practices in this respect
encourage innovation, foster productivity gains,
and contribute to sustainable growth.
Informa invests in providing career development
opportunities to its employees, as well as taking
extensive measures to prevent discrimination
and promote diversity in its workforce.
Informa is committed to improving gender
balance in leadership roles, awarding 63% of its
promotions in 2016 to women. And, an annual
survey revealed that 74% of employees feel
engaged in the workplace, with absenteeism of
less than 2.3 days per employee per year in each
of the last 3 years.

Impact stats
Holdings breakdown by AXA ESG Score

8
5.1

6

6.2

6.0

6.2

Deep dive

10
6.1

4.4

4
2
0

AXA IM Human Capital score
Portfolio

Environment score

Governance score

Performance Indicator*

Source: AXA, data as of 31August 2018
The Human Capital score is calculated on a scale of 0 to 10 and based on three criteria: career management, working conditions and
employment growth.
*The Performance Indicator is comprised of 50% STOXX Europe Small 200 Total Return Net and 50% STOXX Europe Mid 200 Total
Return Net
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Fund breakdown
(31 August 2018)
Sector diversification

Geographic diversification

Industrials

21%

Rest of Europe

49%

Financials

17%

France

32%

Consumer, non-cyclical

13%

UK

20%

Basic materials

12%

Consumer, cyclical

9%

Other

60

80

29%

100

120

performance
0Fund 20
40
60

80

100

How did the fund perform between
August 2017 and August 2018?
The Fund posted positive returns over the reporting period
but underperformed its performance indicator by -4.8% (I
EUR share class, net of fees).
Its exposure to cyclical stocks with an overweight position
in Materials/Specialty Chemicals as well as Capital Goods
contributed positively as these stocks benefited from a
supportive earnings recovery in Europe.
On the other hand, the Fund’s underweight position
in Healthcare and poor selection within Information
Technology took its toll. For example, one of the worst
detractors to performance was Iliad, a French telecoms
provider, which experienced an erosion of French subscriber
base and question marks around new ventures in Ireland
and Italy during the period.
The portfolio’s ESG and Human Capital scores remained
high versus the benchmark.

120
Share class performance
Performance net of fees since share class inception

140%

120%

107%

100%

80%

60%

40%

20%

0%

-20%

Past performance is not an indicator of future performance
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Impact Insights
Fund’s key impact facts

Case study: Galp Energia (1.9% of this fund)
Fast facts
• Portuguese company

On a AXA IM’s Human Capital score,
the Fund’s portfolio of holdings (as of
31 August 2018) scored:
•

5.7 out of 10 for Employment
Growth score, exceeding
benchmark by 0.3 points

•

4.6 out of 10 for Career
Management score, exceeding
benchmark by 0.8 points

•

4.9 out of 10 for Work Conditions
score, exceeding benchmark by
0.8 points

• 2017 sales: £13.4bn
• Employees: 6,389
Galp Energia, a Portuguese oil and gas company, has the best health and
safety (H&S) management practices for its sector.
The company’s H&S policy is widely applied and transparent. The
company has had zero fatalities since 2015, well below industry average,
and unlike competitors, includes contractors in its statistics. The company
has improved its lost time incident rate from 1.4 to 0.8 per million hours
since 2014.
This allows efficient operations as no time is lost for investigations and
workers are used to their full potential, a competitive advantage in the
integrated oil and gas industry where operations tend to be complex
and risky.
Its operational performance continuously improves thanks to a
management skills programme for employees and a partnership with
universities to attract talent to petroleum engineering.

Impact: Health and well-being

Deep dive

Enforces transparent
H&S policies

Contributing to a safe
and skilled workforce

Improving efficiency
and maintaining zero
fatality rate
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AXA World Funds Global Green
Bonds Fund
Integration of
impact into the
investment process

Investment objective
The Fund invests mainly in green bonds, which can
offer the same returns as a comparable conventional
bond plus the added benefit of enabling projects with
environmental benefits in a transparent manner. The
green bond market offers a tangible and transparent
route to investing in the low-carbon economy.

AXA considers ESG (environmental,
social and governance) criteria in
its portfolio construction process,
investing only in green bonds
belonging to the eligible universe
provided by the Responsible Investing
Team, and applying a proprietary
analysis framework made of four
ESG pillars: issuer quality, project
types, management of proceeds, and
environmental impact.

AXA believes that investing in sustainable assets can
create long-term value and attractive returns, both
financially and environmentally. As at end of August
2018, the Fund’s green bond allocation stood at 98%
of the total assets.

Portfolio managers must balance
these fundamentals with relative value
to identify issuers and securities which
represent the best credit risk and
the most attractive relative value for
the portfolio.

The Fund benefits from a deep green bond selection
process, comprised of responsible investment and
credit analysis.

Fund overview
Fund details

Top 10 holdings

Impact data and methods

Total assets under management
(AUM) as of 30 August 2018: £90m

(31 August 2018)

AXA revamped its corporate ESG
scoring methodology in 2017, shifting
from an absolute score mainly
driven by disclosures, to a more
discriminating relative score, tilted
towards impact and materiality.
Greater emphasis is placed upon
controversies that are factored in as a
separate penalty to the sub-factor.

Fund inception date: November 2015
Number of holdings: 109
Target geography: Global
Weight in MIGF: 3.0%
Asset class:
Developed Government Bonds
Impact type: Catalytic
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France Government Bond
Belgium Government Bond
International Bank for
Reconstruction & Development
International Finance Corp
European Investment Bank
SNCF Reseau
Nordic Investment Bank
Kommunalbanken AS
Unibail-Rodamco SE
Schneider Electric SE

7.2%
2.8%
2.6%
2.6%
2.4%
2.4%
2.1%
1.8%
1.7%
1.6%

The Fund has built a proprietary
scoring methodology for its ESG
Framework; and is highly confident in
the quality of its ESG data.
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Integration insights
Case Study: Iberdrola (0.02% of this fund)
The Fund invested in Iberdrola’s 2024 green bond issue
due to its attractive relative valuation and its strong ESG
quality. The issue is one of AXA’s top ESG picks in the
Utility sector, with an overall ESG score of 7.4/10 as well
as an environmental score of 7.7/10.
The fund managers believe that Iberdrola’s longterm strategic commitment to renewable energy
development positions the company strongly in energy
transition. Iberdrola has a robust green bond framework,
with strong project evaluation and selection policies.
Proceeds are managed well, and will fund offshore wind
farm projects in the UK.
Iberdrola engages in external verification of its proceeds
and presents both an annual allocation and sustainable
impact report.

Impact stats
Renewable energy

41%

Transport

27%

Green buildings

19%

Energy efficiency

6%

Biodiversity

2%

Water

2%

Adaptation infrastructure

1%

Land use

1%

Waste management

1%

Other*

0%

Deep dive

Holdings breakdown by AXA Sustainability Project Classification

*The fund invested in other projects which do not fit any of the above categories, and account for less than 1% of the fund.
Source: AXA IM, data as of 31 August 2018.
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Fund breakdown
(31 August 2018)
Sector diversification

40

0

Geographic diversification

Supranationals & agencies

36%

EMEA

63%

Financials

23%

Supranationals

11%

Utilities

14%

APAC
EMEA

9%
63%

12%

Other
Supranationals

EMEA

10%

APAC

Supranationals

5%

Other

APAC

Industrials

60

Sovereigns

20

80

100

40

60

80

Other

100

The Fund returned a slight negative return over the period
of -1.78% (annualised net, I EUR share class). This is mostly
explained by the US fixed income exposure which has
suffered from increasing yield. Sector allocation was neutral
for the Fund’s performance.
As at end of August, the Fund had a strong footprint,
reflected by an overall ESG (environmental, social and
governance) score of 7 (out of 10), with an environmental
footprint score at 7.7.
The portfolio was fully invested in green and sustainable
bonds, mostly financing renewable energy, clean
transportation and green building projects, enabling a
14,823 tons of CO2 avoidance and 90,872 MWh renewable
energy generation.

9%
17%

Other

Fund performance
How did the fund perform between
August 2017 and August 2018?

17%
11%

Share class performance
Performance net of fees since share class inception
5%

4%

3%

2%

0.7%

1%

0%

-1%
2015

Past performance is not an indicator of future performance
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Impact Insights
Fund’s key impact facts

Case study: Ørsted (0.01% of this fund)

Across the Fund’s portfolio of holdings:

Fast facts

•

Saved 14,800 tons of CO2 which
is the equivalent to 3,154 cars
removed from the road for a year

•

Produced 90,872 MWh of
renewable energy

•

98% of the holdings are invested in
Green Bonds

• Danish company
• 2017 sales: £7.0bn
• Employees: 5,638
Ørsted, a Danish power company, issued a green bond that finances
projects in renewable energy and energy efficiency. The company is also
replacing coal with sustainable biomass to enable the company to reduce
its CO2 emission intensity.
The company has clearly communicated its goals to phase out coal
and to cut the emission intensity of its heat and power operations
significantly. Projects are selected by both Sustainability and Treasury
departments, meaning that financing a project could be stopped for
sustainability reasons.
The company’s offshore wind project is estimated to avoid c. 7m tons of
CO2 per year, and its biomass project, c. 448,000 tons. 1,020,932 smart
meters have been installed as well, to address SDG #7 (affordable and
clean energy) and #8 (decent work and economic growth).

Impact: Clean energy

Deep dive

Finances offshore
wind project

Enabling 7m tons of CO2
to be avoided

Averting further
climate impact
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Fisher Emerging Markets Equity
ESG Fund
Integration of
impact into the
investment process

Investment objective
The Fund’s objective is to outperform the MSCI
Emerging Markets Index by investing primarily
in emerging markets securities. Fisher believes
the emerging markets offer unique investment
opportunities due to political, economic and
capital infrastructures that differ from those in
developed markets.

Fisher integrates ESG (environmental,
social and governance) factors both
during the top-down portion of
the investment process (to develop
country, sector, and thematic
preferences) and during the bottomup portion of the process (to identify
suitable portfolio holdings).

The Fund seeks to achieve its investment objective
through a top-down investment process. The
strategy attempts to capitalise upon the structure of
emerging markets by using country and economic
sector themes, and then navigating the inherent
risks by leveraging Fisher’s experience in global
equity markets.

Fund overview
Fund details

Top 10 holdings

Impact data and methods

Total assets under management
(AUM) as of 30 August 2018: £518m

(31 August 2018)

Fisher’s ESG scores are based on
MSCI ESG research. Weighted
average carbon intensity is achieved
by calculating the carbon intensity
(Scope 1 + 2 emissions per USD million
in sales) for each portfolio company
and calculating the weighted average
by portfolio weight.

Fund inception date: February 2015
Number of holdings: 75
Target geography: Emerging Markets
Weight in MIGF: 8.2%
Asset class:
Emerging Market Equities
Impact type: Responsible
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Tencent Holdings Ltd.
Taiwan Semi Spons. ADR
Alibaba Sponsored ADR
SK hynix Inc
Samsung Electronics
Sino Biopharmaceutical
Infosys Sponsored ADR
NAVER Corp.
HDFC Sponsored ADR
Celltrion, Inc.

6.2%
6.0%
4.7%
3.7%
3.5%
2.8%
2.5%
2.5%
2.4%
2.3%

Carbon reduction estimates are
rounded to whole numbers and based
on US Environmental Protection
Agency methodology.
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Integration insights
Case study: Taiwan Semiconductor
(6% of this fund)
The Fund has a top-down preference for higher quality
companies in the late stages of global bull markets,
an attribute typically found in companies with higher
ESG ratings.
The Fund purchased AA-rated Taiwan Semiconductor
(TS) in April of 2015, and continues to hold it. As the
world’s largest semi-foundry, TS enjoys economies of
scale to drive financial results, as well as ESG benefits.
Through industry leading water recycling systems,
TS recycles 85% of its usage, reducing overall water
use by 24% since 2010, keeping them on track for a
30% reduction by 2030. TS has dedicated significant
research and development (R&D) towards maximising
power efficiency, boasting the most inclusive low
power platform in the foundry industry, and low power
intensive end products.
TS complies with the Conflict-Free Smelter Program,
the highest level of validation for conflict free materials from its smelter and refining suppliers. A human capital
leader, TS retains 95% of its employees on average, through robust engagement programmes and competitive
benefits packages.

Impact stats
Deep dive

Holdings breakdown by MSCI ESG Score
29%
22%
15%
10%

10%

10%
3%

A

AA

B

BB

BBB

CCC

No rating
available

Source: Fisher, data as of 31 August 2018
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Fund breakdown
(31 August 2018)
Sector diversification

Geographic diversification

Financials

24%

APAC

74%

Information Technology

21%

LatAM

16%

Communications

17%

EMEA

9%

Consumer Discretionary

10%

Energy

40 0

20 80
60
Other

9%

40100

60
120

80

100
20%

120

Fund performance
How did the fund perform between
August 2017 and August 2018?
The Fund underperformed the MSCI Emerging Markets
index by -2.37%. Sector allocation contributed to relative
return, while country and equity selection detracted.
Selection within South Korea was the largest contributor
to relative return, driven by biopharmaceuticals company
Celltrion and semi-conductor manufacturer SK Hynix.
Additionally, a lack of Turkish exposure positively
contributed as the country underperformed the broader
benchmark. Conversely, selection within Consumer
Discretionary detracted, driven by travel agency Ctrip and
electronics company JD.com.
Further, the Fund achieved a higher total ESG
(environmental, social and governance) score versus
the index during each month, though overall the Fund’s
ESG scores were relatively flat. From a carbon footprint
perspective, the Fund has had 51% lower carbon intensity
at the end of the period.

Share class performance
Performance net of fees since share class inception
8%

6%

4%

2%

0%

-2%

-4%

-6%

-5%

-8%
2017

Past performance is not an indicator of future performance
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Impact Insights
Fund’s key impact facts

América Móvil (1.0% of this fund)
Fast facts
• Mexican company
• 2017 sales: £39.4bn
• Employees: 191,851

A $1 million investment in the Fund
has 48% less exposure to carbon
intensive companies compared to a
portfolio tracking the MSCI Emerging
Markets Index which is equivalent to:
Reduced emissions of
•

658,725 kilometers driven in cars

América Móvil is the world’s third largest telecom operator (by
subscribers) and the leading wireless telecommunications company in
Latin America. América Móvil has developed several initiatives to reduce
waste, emissions, and energy consumption.

•

71,132 liters of gasoline consumed

•

387 barrels of oil consumed

•

82,877 kilograms of coal burned

In May 2009, América Móvil deployed Huawei’s SingleRAN GSM.
SingleRan technology allows mobile telecommunications operators
to support multiple mobile communications standards and wireless
telephone services on a single network.

Carbon sequestered by

In the Fund’s view, América Móvil’s use of SingleRAN technology
improves network efficiency, reduces the environmental impact of tower
deployment, and reduces energy consumption. The SingleRAN project
is expected to achieve cost savings by reducing onsite space required by
50%, tower weight by 60%, and energy consumption by 40%.

•

4,328 tree seedlings grown for
ten years

•

79.7 hectares of forests in one year

Impact: Environmental footprint

Deep dive

Deployed new
network technology

Enabling multiple
services on a single site

Reducing environmental
impact of mobile towers
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Impax Asian Environmental
Markets Fund
Integration of
impact into the
investment process

Investment objective
The Fund seeks to achieve sustainable, above market
returns over the longer term by investing regionally in
Asia-Pacific companies active in the rapidly growing
resource efficiency and environmental markets.
These markets address a number of long-term
macro-economic themes: growing populations,
rising living standards, increasing urbanisation,
rising consumption, and depletion of limited
natural resources.

The primary objective of the Fund is
to deliver strong risk-adjusted returns
for investors. However, Impax’s
investment process also results in
quantifiable environmental benefits.
The Fund starts by looking for
companies that provide resource
efficiency and environmental
markets solutions. For companies in
these sectors, the investment team
conducts an ESG (environmental,
social and governance) analysis.

Investments are made in companies which have more
than 20% of their underlying revenue generated by
sales of environmental products or services in the
energy efficiency, renewable energy, water, waste,
CO2 emissions, and coal displaced.

Following the analysis completion,
a write-up is conducted and a score
assigned. The goal is to ensure that a
strong level of ESG quality is achieved.
Separate to this, environmental
impact is measured across four impact
metrics around water, waste, CO2
emissions, and coal displaced.

Fund overview
Fund details

Top 10 holdings

Impact data and methods

Total assets under management
(AUM) as of 30 August 2018: £92m

(31 August 2018)

Impax carries out its own proprietary
impact measurement. Impax assesses
the quality of data as being variable by
company and market. When impact
data is not directly available, Impax
investigates whether there are enough
data points to make a robust estimate.

Fund inception date: May 2010
Number of holdings: 43
Target geography: Asia Pacific
Weight in MIGF: 4.1%
Asset class:
Emerging Market Equities
Impact type: Catalytic
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Zhuzhou CRRC Times Electric
Towngas China
East Japan Railway
Murata Manufacturing
Coway
Brambles
LG Chem
Lee & Man Paper
Sekisui Chemical
Xinyi Glass Holdings

4.2%
3.8%
3.5%
3.4%
3.3%
3.3%
3.3%
3.2%
3.1%
3.1%

The firm weights its impact metrics
by the proportion of equity held by
the Fund.
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Integration insights
Case study: Guangdong Investment Ltd
(2.2% of this fund)
After the Chinese utility firm Guangdong
Investment announced its acquisition of a
non-core land asset, Impax downgraded
Guangdong’s ESG score from ‘Fair’ to ‘Exclude’,
because the decision flagged possible conflicts of
interest and governance concerns.
This meant additional shares could not be
bought, and that the company had to be sold
from Impax portfolios within six months, unless
full assurance could be obtained that the issue
had been resolved.
While Impax was reassured by the processes and
the detailed explanation it received, this remains
an on-going engagement.

Impact stats
Deep dive

Holdings breakdown by Impax Environmental Sectors
41%

20%
4%

1%
Energy
efficiency

Environmental
support
services

Food,
agriculture,
& forestry

Pollution
control

9%

11%

Renewable &
alternative
energy

Waste
management
&
technologies

10%

Water
infrastructure
&
technologies

4%
Other

Source: Impax, data as of 31 August 2018
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Fund breakdown
(31 August 2018)
Sector diversification

0
40

Geographic diversification

Utilities

27%

Asia Pacific

Industrials

26%

Other

Information technology

22%

Consumer discretionary

11%

Other

20
60
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80
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100

80

94%
6%

14%

100

Fund performance
How did the fund perform between
August 2017 and August 2018?
The Fund underperformed both the FTSE Environmental
Opportunities Asia-Pacific Composite and regional equity
markets (MSCI All Company Asia-Pacific Composite) over
the period.
The strongest subsector was Energy Efficiency, where a
range of companies benefited from continuing trends such
as the global shift towards vehicle electrification and the
digitisation of industrial processes. Strength was also seen
in Pollution Control Solutions stocks driven by strong gas
demand in China as part of the country’s target to reduce
greenhouse gas emissions by 40% by 2020.
The overweight position to Water Utilities was a detractor
as the Chinese government reviewed its policies in relation
to Public Private Projects (PPPs), a major source of financing
for utilities. The portfolio’s Indian holdings were weaker over
the period on the back of increasing political uncertainty
and debate over next year’s election outcome as well as
stock specific factors. The trade war between China and
the US continued to gain pace during the period and widely
dampened performance in the Asia region.

Share class performance
Performance net of fees since share class inception
70%
57%

60%

50%

40%

30%

20%

10%

0
2016

Past performance is not an indicator of future performance
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Impact Insights
Fund’s key impact facts

Lee & Man (3.2% of this fund)
Fast facts
• Hong Kong company

A $10 million investment in the Fund
(as of 31 December 2017)
•

Treated, saved or provided
6,660 megalitres of total water,
which is equivalent to the
annual water consumption of
42,200 households

•

Displaced 4,000 tonnes of coal in
Asian cities, improving air quality,
which is equivalent to 3,140 diesel
trucks being taken off the road for
one year

•

Recovered and treated 2,920
tonnes of waste, equivalent to the
annual waste of 17,100 households

• 2017 sales: £2.4bn
• Employees: 7,500+
Lee & Man is the second largest container board producer in China.
The company has increasingly shifted towards a vertically integrated
operation, which includes recovered paper collection, so to ensure stable
raw material supply. The company consumes over six million tonnes of
recyclable old corrugated containers (OCC) a year.
China’s tightening environmental regulations seek to reduce national
dependence on imported scrap materials and increase recycling. This
regulatory push has driven further consolidation in the container
board industry, making Lee & Man (which uses OCC materials) an
attractive stock.
The company’s recovery of materials equates to 31,534,818 tonnes
of annual household waste, enabling a substantial annual carbon
avoidance. Despite an inevitably large requirement for water and energy
in manufacturing, the company reduces its consumption by adopting
efficiency-enhancing and energy-saving processes.

Impact: Environmental footprint

Deep dive

Uses recycled paper to
manufacture cardboard

Avoiding a net
12.8 tonnes of CO2

Equivalent to removing
c. 5.7m cars off the road
for 1 year
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Impax Environmental Markets Fund

Integration of
impact into the
investment process

Investment objective
The Fund seeks to achieve sustainable, above-market
returns over the longer term by investing globally in
companies active in the growing resource efficiency
and environmental markets.

The primary objective of the Fund
is to deliver strong, risk-adjusted
returns for investors. However, Impax’s
investment process also results in
quantifiable environmental benefits.

These markets address a number of long-term
macro-economic themes: growing populations,
rising living standards, increasing urbanisation,
rising consumption, and depletion of limited
natural resources.

The Fund starts by looking for
companies that provide resource
efficiency and environmental
markets solutions. For companies in
these sectors, the investment team
conducts an ESG (environmental,
social and governance) analysis.
Following the analysis completion,
a write-up is conducted and a score
assigned. The goal is to ensure that a
strong level of ESG quality is achieved.

Investments are made in ‘pure-play’ small and midcap companies which have >50% of their underlying
revenue generated by sales of environmental
products or services in the energy efficiency,
renewable energy, water, waste and sustainable food
and agriculture markets.

Separate to this, impact is measured
across four metrics: net CO2
emissions avoided; water treated,
saved, or provided; materials
recovered/waste treated; renewable
electricity generated.

Fund overview
Fund details

Top 10 holdings

Impact data and methods

Total assets under management
(AUM) as of 30 August 2018: £178m

(31 August 2018)

Impax carries out its own proprietary
impact measurement. Impax assesses
the quality of data as being variable by
company and market.

Fund inception date: December 2004
Number of holdings: 60
Target geography: Global
Weight in MIGF: 6.1%
Asset class:
Developed Market Equities
Impact type: Catalytic
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Brambles
Trimble
Eurofins Scientific
Zhuzhou CRRC Times Electric
EDP Renovaveis
Welbilt
DS Smith
Generac Holdings
Lenzing
Spirax-Sarco Engineering

2.9%
2.9%
2.6%
2.5%
2.4%
2.3%
2.3%
2.3%
2.3%
2.2%

When impact data is not directly
available, Impax investigates whether
there are enough data points to make
a robust estimate. The firm weights its
impact metrics by the proportion of
equity held by the Fund.
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Integration insights
Case study: Stericycle (0% of this fund)
Impax decided to sell its position in Stericycle, due
to the company’s noncommittal attitude toward
ESG improvements, and its emerging strategic and
ESG controversies.
Stericycle is a US hazardous waste management
company. It had below average environmental and
social processes. It had faced an increasing amount of
controversies and fines around toxic emissions, pricing
issues, and aggressive accounting practices. Impax
engaged regularly with the company to understand
their circumstances and demand improvement.
In February 2018, the company issued a profit warning,
with shares falling c. 20% in one day. Impax considered
whether this could be a buying opportunity. The
updated ESG-analysis revealed that all the issues
identified before had worsened. In February 2018,
Impax downgraded the company to ‘Excluded’ from the
investment universe.

Impact stats
Holdings breakdown by Impax Environmental Sectors
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Deep dive
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Fund breakdown
(31 August 2018)
Sector diversification
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Geographic diversification
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Fund performance
How did the fund perform between
August 2017 and August 2018?
Over the period, the Fund underperformed the MSCI ACWI
but delivered performance ahead of the FTSE ET100. The
energy efficiency subsector delivered the strongest returns.
The industrial energy efficiency subsector benefited from
the ongoing digitalisation of industrial processes, whilst the
continued shift to electric vehicles bolstered the transport
energy efficiency subsector. Additional contributors
included waste management and technologies companies,
finding opportunities from the global “war on plastics”.
The Fund’s overweight position in utilities detracted from
performance, with water utilities particularly weak. Higher
interest rates, domestic political wrangling and regional
challenges held the sector back. Lighting stocks were also a
detractor, as the US lighting sector began to move out of its
initial rapid growth stage. The strong drivers behind a new
LED business model and smart lighting began to slow, but
are still growing.

Share class performance
Performance net of fees since share class inception
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Impact Insights
Fund’s key impact facts

Kingspan (1.0% of this fund)
Fast facts
• Irish company

A $10 million investment in the Fund
(as of 31 December 2017)
•

Generated 1,450 MWh of total
renewable electricity generated
which is equivalent to the total
annual electricity consumption of
380 households

•

Treated/removed 880 tonnes
of waste and materials which is
equivalent to the annual waste
generated by 890 households

•

Treated, saved or provided 1,650
megalitres of water, which is the
equivalent of 12,600 households’
annual water consumption

• 2017 sales: £3.2bn
• Employees: 12,000+
Kingspan is a global leader in high performance insulation and building
fabrics, delivering high efficiency low carbon building solutions across a
broad range of sectors.
The company’s innovative insulated panel design reduces the amount of
energy required to heat buildings, which accounts for 30% of greenhouse
gas emissions globally, due to the requirement for fossil fuels to
heat buildings.
The reduction of energy usage allows not only for a reduction in CO2
emitted into the environment, but also a reduction of the running costs of
heating buildings. The company also takes a proactive approach to clean
energy, with plans to install on–site low or zero carbon energy sources for
its production plants and achieve a ‘Zero Net Energy’ target by 2020.

Impact: Environmental footprint

Sold 96.6 square meters
of insulation panels

Deep dive

Avoiding a net
2.7 tonnes CO2

Equivalent to removing
c. 1.4m cars off the road
for a year
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iShares MSCI USA SRI UCITS ETF

Integration of
impact into the
investment process

Investment objective
The ETF (Exchange Traded Fund) seeks to track the
performance of an index composed of US companies
screened for environmental, social and governance
(ESG) criteria.

The benchmark index screens
equity securities by using a series of
exclusionary and ratings based criteria.
First, companies are excluded from the
index if they are identified by the index
provider as manufacturers of certain
controversial products or which derive
revenue (exceeding thresholds) from
certain controversial sectors.

The ETF avoids investing in cluster munitions,
landmines, depleted uranium weapons, biological and
chemical weapons, nuclear weapons, companies that
fail to comply with the United Nations (UN) Global
Compact, and tobacco producer companies.

The remaining companies are rated
by the index provider based on their
ability to manage their environmental,
social and governance risks and
opportunities, which determines their
eligibility for inclusion.

Fund overview
Fund details

Top 10 holdings

Total assets under management
(AUM) as of 30 August 2018: £240m

(31 August 2018)

Fund inception date: July 2016
Number of holdings: 149
Target geography: US
Weight in MIGF: 6.8%
Asset class:
Developed Market Equities
Impact type: Responsible
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Microsoft
Intel Corporation
Procter & Gamble
Walt Disney
Nvidia
Pepsico
IBM
McDonalds
Accenture Class A
Salesforce.Com

13.7%
3.8%
3.5%
2.8%
2.7%
2.7%
2.2%
2.1%
1.8%
1.8%
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Fund breakdown
(31 August 2018)
Sector diversification
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Fund performance
Share class performance
Performance net of fees since share class inception
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Janus Henderson Global Sustainable
Equity Fund
Integration of
impact into the
investment process

Investment objective
The Fund aims to provide investors with long-term
capital growth by investing in a global equity portfolio
comprised of companies that provide solutions to
environmental and social challenges.

The fund managers believe that
companies with sound governance,
and responsible environmental and
social risk management practices,
have greater chances of creating
sustainable shareholder value.

To identify potential investments, fund managers
look for opportunities strategically aligned with longterm ‘Positive Impact’ themes derived from global
megatrends (see table opposite).

They proactively seek stocks with
attractive fundamentals that are
committed to contributing to at least
one ‘Positive Impact’ theme and to
avoiding harmful activities. The Fund
considers the impact of a company’s
products as well as its operations.

The Fund avoids investing in companies that could
negatively impact the development of a sustainable
global economy. From this investment universe,
the fund managers select equities on the basis of
a fundamental company analysis that incorporates
environmental, social and governance (ESG) factors.

Fund overview
Fund details

Top 10 holdings

Impact data and methods

Total assets under management
(AUM) as of 30 August 2018: £792m

(31 August 2018)

Janus Henderson collects impact
data through its investment research
and company engagement. It relies
on several data providers, including
Bloomberg and MSCI. The firm
restricts its reporting to high-quality
data that can be applied to the
whole portfolio.

Fund inception date: July 1991
Number of holdings: 65
Target geography: Global
Weight in MIGF: 10.1%
Asset class:
Developed Market Equities
Impact type: Sustainable
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Microsoft
Adobe
ASML
Humana
DS Smith
Nintendo
TE Connectivity
Progressive
Texas Instruments
Wabtec

4.8%
3.4%
2.9%
2.8%
2.7%
2.5%
2.4%
2.3%
2.2%
2.2%

Given the inherent challenges to
reporting impact data for a multithematic fund, the firm is wary of
placing too much emphasis on data
as it can give an erroneous picture
without appropriate context.
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Integration insights
Case study: Autodesk (2.0% of this fund)
The Fund invested in Autodesk, a global leader in design
software, on the basis that it had attractive investment
fundamentals and displayed strong commitment to the
‘Knowledge and Technology’ positive impact theme at
an operational level.
Architects, engineers, and product designers use the
company’s software to improve the sustainability of
their projects. Autodesk’s solutions empower customers
to optimise the environmental and social impacts of
their designs.
The fund managers see potential for strong cash
flow growth and improved resilience as the company
transitions to a subscription model, resulting in reduced
piracy, and a stable, recurring revenue stream.

Impact stats
Holdings breakdown by Janus Henderson Positive Impact Sector
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Source: Janus Henderson, data as of 31 August 2018
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Fund breakdown
(31 August 2018)
Sector diversification

Geographic diversification
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Fund performance
How did the fund perform between
August 2017 and August 2018?
The Fund returned 15.2% over the reporting period, with
a wide selection of the holdings contributing positively
to performance. The top three contributors were Adobe,
Microsoft and Encompass Health.
Adobe is a software vendor helping customers shift to a
paperless society, by enabling customers to create and
share digital content.
Another technology player, Microsoft, plays an important
role in the transition to a low carbon economy by shifting
customers’ energy intensive computing loads onto its
carbon neutral intelligent cloud.
Encompass Health is a leading healthcare provider for
people who have suffered strokes, which are increasing
due to a combination of an ageing society and lifestylerelated diseases.

Share class performance
Performance net of fees since share class inception
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Impact Insights
Fund’s key impact facts

McCormick (1.4% of this fund)

Across the Fund’s portfolio of holdings:

Fast facts

•

44% of the companies are
signatories to the United Nations
(UN) Global Compact

•

Experienced 6% annual growth
in number of employees over last
5 years

•

Emitted average 102 metric tonnes
fewer CO2 emissions on average
per USD million of sales than the
benchmark group of companies
(Scope 1 and 2)

• US company
• 2017 sales: £3.5bn
• Employees: 11,700
McCormick, a global manufacturer of herbs and spices, helps to inspire
customers to make healthy eating choices with its products.
As part of a healthy diet, the US Dietary Guidelines Advisory Committee
recommends flavouring foods with herbs and spices, instead of salt. As
well as helping consumers to lower their sodium intake, herbs and spices
are being studied for health and wellness attributes.
From the Fund manager’s research, McCormick views healthy eating as
core to its strategy, with over 60% of its product development projects for
its US industrial customers in 2017 including health attributes.
Besides providing consumers with access to healthy seasonings, the
company has worked to educate customers on the role of flavour in
healthy eating.
It has increased its global marketing spend on healthy eating habits by
44%. As consumer interest in healthy eating grows, McCormick’s sales
should ultimately benefit.

Impact: Health and Well-being

Deep dive

Manufactures herbs
and spices

Which can lower
use of salt

Helping individuals
enjoy healthier diets
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Jupiter Ecology Fund

Integration of
impact into the
investment process

Investment objective
The Fund’s objective is to achieve both long-term
capital appreciation and income growth, while
maintaining a policy of protecting the environment.
The Fund was established in 1988, making it one
of the first and longest-running environmentallyfocused investment strategies. Its underlying
philosophy remains unchanged: to identify long-term
opportunities in global companies that – at their core
– provide solutions to environmental issues.

The investment process begins
with identifying global sustainable
development challenges to
understand the nature of the potential
commercial solutions.
This creates the investable
opportunity set of companies that
provide sustainable impact. The
process then combines ‘positive’
screening which determines whether
a company’s core activity is aligned to
sustainable solutions, and a ‘negative’
screen around industries with
common ethical concerns.

Jupiter believes the growing pressure of economic
growth on the environment, and the increasingly
pivotal role that environmental issues play in global
development, mean this philosophy is more relevant
to investors today than ever before.

Once this is established, this research
process then identifies financially
pertinent ESG-related risks and
opportunities for consideration as
part of the investment decision, and
engagement priorities relating to this.

Fund overview
Fund details

Top 10 holdings

Impact data and methods

Total assets under management
(AUM) as of 30 August 2018: £587m

(31 August 2018)

Jupiter’s impact data is collected by
a combination of dialogue directly
with the investee companies and their
public reporting.

Fund inception date: April 1988
Number of holdings: 64
Target geography: Global
Weight in MIGF: 6.0%
Asset class:
Developed Market Equities
Impact type: Catalytic
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Tomra Systems
Xylem
A.O. Smith
Azbil
Republic Services
Johnson Matthey
LKQ
Cranswick
Regal-Beloit
Sensata Technologies

3.5%
3.3%
3.2%
2.8%
2.5%
2.5%
2.4%
2.4%
2.3%
2.2%

Generally, Jupiter has medium
confidence in the data quality given
the complexity in comparing product
and service impacts to an alternative
that is not always straightforward
to quantify. Rarely are datasets used
from third parties and the investment
team avoids benchmarking where
datasets do not take into account
impact data.
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Integration insights
Case study: Brambles (0.9% of this fund)
In the case of Brambles, an Australian company that outsources pallets, crates and containers, Jupiter chose to make
an investment following a change in the firm’s senior management.
The new management had launched a growth strategy focused on shifting Brambles towards a sustainable, circular
business model by creating the world’s largest pool of reusable pallets, crates and containers.
Scale is the company’s main competitive advantage, and by encouraging reusable freight and distribution materials,
its 600 million units provide an environmental benefit every time they are re-used. This allows Brambles to serve its
customers while minimising its environmental impact.

1

1

Producer

Grower
Containers

Brambles

1

RPCs
3
3

3

2

Manufacturer

Pallets

2

Retailer

2

Impact stats
Deep dive

Holdings breakdown by Jupiter’s mapping to UN SDGs
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17%
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Good health and
well-being
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Clean water and
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Affordable and
clean energy

Sustainable cities
and communities

Responsible
consumption and
production

Climate action

Source: Jupiter, data as of 31 August 2018
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Fund breakdown
(31 August 2018)
Sector diversification
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Geographic diversification
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Fund performance
How did the fund perform between
August 2017 and August 2018?
The Fund returned 4.2%, in line with the FTSE ET100, but it
underperformed the FTSE World Index by 7.4%.
The deficit with the FTSE World Index can be explained by
the Fund’s natural underweight to the US. As environmental
and sustainable solutions companies are relatively less
prevalent in the US, the Fund has a lower level of US
exposure and therefore did not benefit from the uplift in the
US markets over the period. For instance, the Fund did not
hold Apple, Amazon and Microsoft – all of which displayed
strong performance – as they fall outside the Fund’s
environmental remit.
The Fund has a multi-themed approach towards
sustainable solutions investing and while some themes
disappointed, such as renewable energy, the Fund was
buoyed by the performance of circular economy companies.

Share class performance
Performance net of fees since share class inception
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Impact Insights
Fund’s key impact facts

Case study: Vestas Wind Systems
(2.0% of this fund)
Fast facts
• Danish company
• 2017 sales: £8.8bn
• Employees: 23,900
Vestas Wind Systems is amongst the largest manufacturers of wind
turbines globally and has played a central role in maturing the related
technologies so that their cost can be reduced to compete with
conventional forms of power.

Across the Fund’s portfolio of holdings:
•

35% support Responsible
Consumption and Production

•

26% support Climate Action

By 2023, the Fund’s 12% allocation to
renewable energy providers expects
to generate 70% more renewable
energy capacity than a global equity
benchmark. The typical lifespan of this
capacity is over 25 years.

The company is also part of a joint venture with Mitsubishi, and in 2018
they launched a 10MW offshore turbine together, which contributed
significantly to the reduction in the development costs of offshore wind
power. This is itself a pivotal reason why the investment team have a
positive view on the outlook for growth in offshore wind in the long term.
Although it is difficult to estimate the future impact of this development,
on average a single Vestas wind turbine has a positive environmental
impact over its lifetime, emitting only 1% of the CO2 per kWh created by a
coal power plant.

Impact: Clean energy

Deep dive

Installed 59,000
wind turbines

Having a capacity of
over 97GW

Helping to reduce
air pollution
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Mirova Euro Green &
Sustainable Corporate Bond Fund
Integration of
impact into the
investment process

Investment objective
The Fund invests primarily in investment grade
corporate issuers that meet Mirova’s Responsible
Investment requirements. Mirova believes that
companies which integrate sustainable development
into their strategies will be best positioned to navigate
the impacts of the environmental, demographic,
technological and governance transitions.

The search for a balance between
positive environmental, social and
financial impact is a key driver at
Mirova, and this is reflected in its
investments at different stages of
the investment process. All issuers
in the investment universe undergo
ESG (environmental, social and
governance) analysis.

The fund manager selects investment opportunities
by paying attention not only to the credit profile and
valuation of each issue, but also to whether issues are
‘black swans’ (e.g. an inappropriate business model,
litigation risks) or supporting the aforementioned
transitions. Over half of the Fund is invested in
green bonds.

Additionally, Mirova prioritises
sustainability bonds as they represent
a strong tool for an ESG approach.
The portfolio managers will engage
and possibly sell instruments for poor
ESG factors.

Fund overview
Fund details

Top 10 holdings

Impact data and methods

Total assets under management
(AUM) as of 30 August 2018: £169m

(31 August 2018)

Mirova relies on its ESG research team
and its partnership with third-party
providers to collect its impact data.
Mirova’s experts analyse the stakes
associated with sustainability issues
related to UN SDGs to identify which
type of investment would positively
contribute to improving the SDGs.

Fund inception date: July 2011
Number of holdings: 103
Target geography: Global
Weight in MIGF: 3.5%
Asset class: Investment Grade Bonds
Impact type: Sustainable

76

Mizuho Financ.
Sumitomo Mitsui
Mitsub Ufj Financ.
Westpac
SSE Plc
Unibail
GDF SUEZ
Orsted A/S
Iberdrola Intl
Ferrovie Del

3.0%
2.9%
2.8%
2.8%
2.2%
2.1%
2.1%
1.9%
1.9%
1.9%

Mirova produces its own analysis,
using inputs from ISS-Oekom’s
ESG research and Carbone 4’s
carbon footprint.
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Integration insights
Case Study: Terna – Rete Elettrica Nazionale
SPA (0.5% of this fund)
Mirova chose to invest in Terna – Rete Elettrica
Nazionale, an Italian electricity transmission and
dispatching activities company, because it believes that
as the company becomes more sustainable, so will its
greater long-term financial returns.
The company is one of the few system operators that
makes a concentrated effort to integrate renewables
into its strategic plans. It is involved in renewable energy
development projects and offers energy solutions for
third parties.
In this context, it issued its inaugural green bond, used
to finance projects focused on increasing the production
from renewables, projects aimed at reducing grid losses,
and those aimed at reducing soil use and impact on
terrestrial biodiversity (e.g. the substitution of overhead
lines with underground cables in areas considered atrisk for biodiversity).

Impact stats
Holdings breakdown by Mirova Impact Themes
Deep dive
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UN SDGs 9, 13

Healthy
ecosystems
UN SDGs 14, 15

Resource security
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Basic needs
UN SDGs 1, 2, 3,
6, 7, 10

Well-being
UN SDGs 3, 4, 5,
10, 11, 16

Decent work
UN SDGs 8, 9, 10

Committed

Source: Mirova, data as of 31 August 2018
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Fund breakdown
(31 August 2018)
Sector diversification
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Geographic diversification
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Rest of the World
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100
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Fund performance
How did the fund perform between
August 2017 and August 2018?
With regards to financial performance, fixed income
performed well from August 2017 to February 2018.
Afterwards, mounting political uncertainties across the
world drove credit spreads wider. Mirova took advantage of
this to gradually increase the portfolio’s yield, by increasing
exposure to BBB-rated bonds.
Additionally, the firm’s dedication to act on climate change
lead it to favour green and social bonds (55.4% of the Fund)
as they deliver positive environmental impacts in addition
to returns comparable with those of conventional bonds.
Regarding conventional bonds, Mirova focused on issuers
with the best ESG ratings. These account for a further
39.4% of the Fund. Due to the above, the Fund is aligned
with a 1.5°C scenario.

Share class performance
Performance net of fees since share class inception
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Impact Insights
Fund’s key impact facts

Case study: Danone (1.1% of this of this fund)
Fast facts
• French company
• 2017 sales: £21.9bn
• Employees: 104,843
Danone, the French food processing company, launched a €300m social
bond in 2018, the first social bond by a multinational. It planned to use
the proceeds to finance projects aligned to its mission of bringing health
through food to as many people as possible.

Across the Fund’s portfolio of
103 holdings:
•

55.4% of the Fund is invested in
green or social bonds

•

Generated a 5% increase in new
jobs over a 5-year period

•

It is aligned with a 1.5°C climate
change scenario

Danone used the funds for its communities and livelihoods family farming
impact investment vehicles. ‘Communities’ invests in social businesses
addressing issues of access to nutrition and water, while ‘livelihoods
family farming’ invests in smallholder farmers.
These funds have reached over one million beneficiaries, including
providing 700,000 people with access to clean and safe drinking water.
Compared to similar issues, Mirova initially considered this bond
expensive. However, after a noticeable widening in spreads made the
bond’s valuation attractive, the Fund decided to buy the issue on the
secondary market.

Impact: Health and well-being

Deep dive

Proceeds funded
social business and
smallholder farmers

Providing communities
improved nutrition and
sustainable agriculture

Enabling better health
and well-being
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Muzinich Bondyield ESG Fund

Integration of
impact into the
investment process

Investment objective
The Fund seeks to protect capital and generate
attractive returns by investing in European and
North American corporate bonds which meet
high environmental, social and governance
(ESG) standards.

The fund managers incorporate ESG
assessment into their credit selection
process to gain an understanding of
the risk and return opportunities of
corporate debt investments.
To find an investment, Muzinich first
evaluates the financial attractiveness
of potential investments. Then,
it filters for opportunities that
meet its demanding responsibility
requirements. Controversial
investments, including those
in harmful sectors like tobacco,
are screened out. Finally, using
Sustainalytics ESG scores, Muzinich
hones in on investments with abovesector-median ESG scores.

The Fund aims to capture higher yields from
investment grade and select high yield bonds,
without a commensurate increase in risk, through
intensive company-specific research and meaningful
portfolio diversification and risk limits.

Fund overview
Fund details

Top 10 holdings

Impact data and methods

Total assets under management
(AUM) as of 30 August 2018: £187m

(31 August 2018)

Muzinich’s internal ESG research is
supplemented by Sustainalytics, a
global leader in ESG analysis.

Fund inception date: February 2011
Number of holdings: 136
Target geography: Europe and US
Weight in MIGF: 4.0%
Asset class: Investment Grade Bonds
Impact type: Responsible

80

Ansaldo Energia
Hoist Finance
Banco Bilbao Vizcaya
Sigma Alimentos
Fcc Aqualia
Ojsc Novo
Ses
Altarea
Abn Amro Bank
Galp Energia

1.5%
1.4%
1.4%
1.4%
1.3%
1.3%
1.3%
1.3%
1.2%
1.2%

Data includes (i) confirmation of
an issuer’s compliance with the UN
Global Compact; (ii) evidence of
involvement in the production of
controversial weapons or use of child
labour; (iii) levels of involvement in
specific sectors or products; and (iv)
ESG scores for issuers between 0 and
100 which reflect an aggregation of
weighted component factors specific
to an issuer’s sector.
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Integration insights
Case study: CPI Property Group
(1.1% of this fund)
As an example situation, in June 2018, Muzinich
reconsidered its investment in CPI Property Group’s
bonds for impact reasons. CPI is a European property
company that Muzinich invested in due to its
attractive fundamentals. After making the investment,
Sustainalytics published a below-median ESG score
for CPI.
Muzinich presented this score to CPI’s management,
requesting improved ESG disclosure. CPI launched
a more transparent sustainability website. The fund
managers thus chose to remain invested in CPI,
believing the improvement helped stabilise the pricing
of the bond.

Impact stats
Holdings breakdown by Sustainalytics ESG Scores
39%
28%

First quartile

Second quartile

Third quartile

Deep dive
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No score

Source: Muzinich, data as of 30 June 2018
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Fund breakdown
(31 August 2018)
Sector diversification
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Geographic diversification
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Fund performance
How did the fund perform between
August 2017 and August 2018?
The Fund outperformed (gross of fees) its benchmark, in
spite of tough corporate fixed income markets.
Returns in 2018 were hampered in late spring by European
financials, one of the sectors more sensitive to the Italian
political situation. Overall, by geography, Euro denominated
credits were the largest contributor, given a higher
proportion of European issuers that meet the Fund’s
ESG standards.
By sector, credit selection in homebuilders/real estate was
the largest contributor to returns.

Share class performance
Performance net of fees since share class inception
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Impact Insights
Fund’s key impact facts

Case study: Energias de Portugal
(0.5% of this fund)
Fast facts

To support greater transparency and
disclosure, Muzinich:
•

Commissions Sustainalytics
to initiate coverage on new
companies, to expand the
coverage of its investment
universe at a rate of five new
companies every quarter. Typically,
these are names held in Muzinich’s
portfolios with the aim of reducing
the ‘un-scored’ portion of the
Fund’s holdings.

•

Engaged with five companies in
2017 to bring attention to gaps
that have been identified through
the Sustainalytics ESG ratings
and reports. The aim is to improve
disclosure on certain practices
Muzinich believes can help reduce
a company’s risk or improve overall
return to investors.

• Portuguese company
• 2017 sales: £14.0bn
• Employees: 11,657
Energias de Portugal (EDP) is the leading Iberian diversified utility. It
provides electricity and gas services across Iberia, and operates a portfolio
of renewable generation assets through its subsidiary EDP Renovaveis.
EDP is a market leader in terms of its social performance, ranking 9th out
of 194 in the Sustainalytics peer group (Nov 2018).
Amongst other attributes, EDP has clear anti-discrimination and diversity
policies, stating clearly in its Principles of Action that it “is in favour of
freedom of conscience, religion, organisation, association, opinion and
speech”. It promotes human rights and fair labour practices in its supply
chain, is committed to working with local communities, and provides
good quantitative data on metrics such as employee turnover, losttime incident rate, employee collective bargaining arrangements, and
employee fatality rates.

Impact: Clean energy

Deep dive

Investing in renewable
energy generation

Avoiding 26.6 million
tons of CO2 in 2017

Generating
cleaner energy for
Portuguese economy
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Nuveen TIAA US Bond ESG Fund

Integration of
impact into the
investment process

Investment objective
The Fund seeks favourable long-term total return
through income and capital appreciation while
giving special consideration to certain ESG criteria.
Benchmarked to the Bloomberg Barclays US
Aggregate Bond Index, the Fund is an actively
managed intermediate core fixed income offering
designed to provide broad fixed income exposure.

The fund managers believe the
integration of ESG criteria in its
investment process can help mitigate
risk and identify opportunity. This
strategy invests in a) bonds whose
proceeds have direct, positive social
and environmental impact, and b)
bonds issued by leaders within their
respective sectors on environmental,
social, and governance performance.

The strategy focuses primarily on undervalued,
investment-grade securities; and seeks to add
value through duration and yield-curve positioning,
sector allocation and security selection. This
includes a proprietary classification of securities
that are compelling investment opportunities and
also have a direct and measureable societal and
environmental outcome.

The Fund uses a proprietary impact
framework to identify bonds with
positive impact in four themes:
affordable housing, community and
economic development, renewable
energy and climate change, and
natural resources.

Fund overview
Fund details

Top 10 holdings

Impact data and methods

Total assets under management
(AUM) as of 30 August 2018: £42m

(31 August 2018)

Nuveen TIAA sources its impact data
directly from issuer disclosures. The
Fund’s goal is to narrow the scope of
the impact data to those activities
financed directly or indirectly by the
Fund’s investments.

Fund inception date: October 2015
Number of holdings: 199
Target geography: US
Weight in MIGF: 7.9%
Asset class: Investment Grade Bonds
Impact type: Catalytic
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US Treasury Notes
US Treasury Notes
US Treasury Notes
US Treasury Notes
FEDL Home
Tampa Electric Co
US Treasury Bonds
Fannie Mae
Helios
Bank of America

8.8%
5.9%
4.0%
3.7%
2.1%
1.5%
1.3%
1.2%
1.1%
1.1%

Given the difficulty of attributing
impact in proportion to the size of the
Fund’s share of each bond issuance,
the data reflect total impact generated
rather than the Fund’s share alone.
The metrics represent relevant
available data.
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Integration insights
Case study: Star Energy Geothermal
(0.9% of this fund)
The Fund chose to invest in Star Energy Geothermal
because it has demonstrated growth potential in the
impact theme areas of renewable energy and climate
change. Star Energy Geothermal owns and operates
the Indonesian Wayang Windu geothermal power plant.
Since beginning commercial operations in June 2000,
Star has increased its gross installed generation capacity
by 117 MW to 227 MW.
Star has indicated that it intends to explore potential
growth by expanding the installed capacity at Wayang
Windu by up to 60 MW, from 227 MW to 287 MW. In
2017, the Wayang Windu project generated 1,909,900
MWh of electricity. This is equivalent to generating
enough electricity for roughly 213,037 average homes
while displacing 1.6 million tons annually of CO2
equivalents – which is equal to taking 304,364 cars off
the road.

Impact stats
Holdings breakdown by Nuveen TIAA Impact Investment Themes

Deep dive

50%

29%
16%
1%
Affordable housing

4%
Community and
economic development

Natural resources

Renewable energy
and climate change

ESG leaders

Source: Nuveen TIAA, data as of 31 December 2017
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Fund breakdown
(31 August 2018)
Sector diversification

40

0

60

Geographic diversification*

Treasuries

25%

North America

Financial institutions

19%

EMEA

4%

Industrial

15%

Rest of World

3%

Utility

12%

*
Geographical diversification identifies where the issuer
of the bond is located, but the projects the bond finances
could be located in other geographies.

20
40 securities60
Mortgage-backed
Other

80

100

80

100
7%

93%

22%

Fund performance
How did the fund perform between
August 2017 and August 2018?
The Fund outperformed its benchmark, the Bloomberg
Barclays US Aggregate Bond Index, on a year-to-date
basis, posting a return of -1.3% versus -1.6% for the index.
Outperformance was driven by effective asset allocation
and security selection.
Positioning across spread sectors – including Corporates,
Municipals and Commercial Mortgage-Backed Securities –
boosted gains, as well as an underweight to rate-sensitive
US Treasuries that struggled on the heels of rising yields.
Security selection within Municipal issues and Asset-Backed
Securities also contributed to results.

Share class performance
Performance net of fees since share class inception
7%
6%

5%

5%
4%
3%
2%
1%
0
-1%
-2%
2015

Past performance is not an indicator of future performance
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Impact Insights
Fund’s key impact facts

Case study: International Finance Corporation
(0.6% of this fund)

Through the Fund’s portfolio
of holdings:
•

821 units of affordable housing
built or supported

• Development institution part of World Bank

•

16,372 full-time jobs created

• Offers investment, advisory, and asset-management services to
encourage private-sector development in developing countries

•

786,099 acres of land conserved

•

217,084 MWh of energy saved

Fast facts

• Membership: 184 countries
For years, with few economic alternatives, the community surrounding
the Kasigau Corridor in East Kenya was forced to meet its survival needs
by depleting the region’s forests.
To prevent further deforestation, the International Finance Corporation
launched a first-of-its-kind ‘Forest Bond’ in 2016 that channelled the
issue’s proceeds to the Kasigau Corridor Reducing Emissions from
Deforestation and Forest Degradation (REDD) project.
REDD helps prevent further deforestation by providing income to
the local community through job creation in monitoring wildlife and
sustainable agriculture. The bond has protected 200,000 hectares and is
expected to offset 1.4 million tons of CO2 emissions annually for the next
30 years. It was awarded Gold status by the Climate, Community and
Biodiversity Alliance.

Impact: Environmental footprint

Deep dive

Proceeds funded
sustainable local jobs

Incentivising locals not
to deforest land

Protecting 200,000
hectares of forest
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Robeco QI Emerging Conservative
Equities Fund
Integration of
impact into the
investment process

Investment objective
The Fund invests in low-volatility stocks in emerging
market countries. The selection of these stocks is
based on a quantitative model that incorporates ESG
(environmental, social and governance) factors in the
portfolio-construction process. The model positively
screens for companies with higher ESG scores, as the
Fund aims to have a better ESG score than the MSCI
Emerging Markets Index.

The Fund integrates ESG factors
during the portfolio-construction
process. The Fund’s quantitative
model positively screens for stocks
with higher ESG scores, while
negatively screening for stocks with
corporate governance issues or major
litigation or regulatory risks.
During the monitoring process,
Robeco’s dedicated Active
Ownership Team conducts enhanced
engagement with some of the
Fund’s holdings. Companies which
structurally breach the UN Global
Compact principles are included in
the enhanced engagement process.
Whenever a stock enters this process,
the Fund will reduce the target weight
for the stocks by one‑half.

The Fund’s long-term aim is to achieve returns equal
to, or greater than, those on emerging equity markets
with lower expected downside risk. The selected lowrisk stocks are characterised by high dividend yields,
attractive valuation, strong momentum and positive
analyst revisions as well. This results in a diversified,
low turnover portfolio of defensive stocks aiming to
achieve stable equity returns and high income.

Fund overview
Fund details

Top 10 holdings

Impact data and methods

Total assets under management
(AUM) as of 30 August 2018: £3.5bn

(31 August 2018)

Sustainability data and expertise is
sourced from Robeco’s sister firm
RobecoSAM, which exclusively focuses
on sustainability investing.

Fund inception date: February 2011
Number of holdings: 264
Target geography: Emerging Markets
Weight in MIGF: 4.0%
Asset class:
Emerging Market Equities
Impact type: Responsible
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China Mobile
SK Hynix
Infosys ADR
China Construction Bank
Industrial & Commercial
Bank of China
Bank of China
Lukoil ADR
China Petroleum & Chemical
Public Bank
Shenzhou International Group

2.0%
1.8%
1.8%
1.8%
1.8%
1.7%
1.7%
1.6%
1.5%
1.4%

RobecoSAM has compiled one of
the world’s largest sustainability
databases via its Corporate
Sustainability Assessment (CSA).
The CSA is an annual assessment
of companies’ sustainability
practices. The approach is unique
in that it is based on information
provided by the companies directly
through an online questionnaire.
RobecoSAM expresses its research
in a sustainability score (0–100),
which reflects a company´s relative
sustainability performance versus its
peer group.
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Integration insights
Case study: Formosa Plastics
(0.4% of this fund)
The Fund holds a stake in Formosa Plastics, a Taiwanese
chemicals company that produces polyvinyl chloride
resins and other intermediate plastic products.
Robeco decided to start an enhanced engagement
process with the company in October 2016 after it
breached the UN Global Compact Principles 7 to 9 on
Environmental Responsibility. Formosa Plastics violated
these principles in 2016, when it released toxic waste
(phenol, cyanide and ferrous hydroxide) along a 200
kilometer stretch of coastline in Vietnam during its testrun for a new steel plant there.
As the company has responded adequately to the
incident, the Fund successfully closed the case in
November 2018.

Impact stats
Holdings breakdown by ESG Factor exposure
Risk & Crisis Management
(+1.2)

Occupational Health and Safety
(+3.0)

70
60

Codes of Business Conduct
(+1.8)

Deep dive

Social Reporting
(+8.1)

Corporate Governance
(+7.2)

50
40
30

Human Capital Development
(+2.6)

Supply Chain Management
(-2.0)

Environmental Policy &
Management Systems
(+3.1)

Labour Practice Indicators
(-0.4)
Environmental Reporting
(+6.3)

Operational Eco-Efficiency
(+0.4)

Climate Strategy
(+0.2)

CGF EMCE

BM MSCI EM

The number in brackets indicates the difference in score value of the portfolio compared to the MSCI EM benchmark.
Source: Robeco, data as of 31 October 2018
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Fund breakdown
(31 August 2018)
Sector diversification

040

Geographic diversification

Financials

23%

Asia

75%

Information Technology

18%

Europe

13%

Energy

13%

Latin America

9%

Materials

11%

Other

4%

60

80

20 Services
40
Telecom

100
60

Other

80

11%100
24%

Fund performance
How did the fund perform between
August 2017 and August 2018?
After a good 2017, the first eight months of 2018 were
quite challenging for emerging markets. However, the Fund
displayed a good relative performance due to its low-risk
strategy. The Fund performed according to expectations,
achieving risk reduction in volatile and falling markets.
In China, the impressive rise of large Chinese tech giants,
such as Tencent, halted in 2018. Meanwhile, markets such
as Turkey and South Africa suffered under political and
economic uncertainty. Additionally, currency weakness
caused negative returns for global investors in emerging
market equities.
As uncertainties increased and investors returned to more
defensive and value stocks, the Fund’s low-risk and value
factors led to a better return than the MSCI Emerging
Markets Index.

Share class performance
Performance net of fees since share class inception
50%
42%

40%

30%

20%

10%

0%

10%

20%
2013

Past performance is not an indicator of future performance

90

2014

2016

Aug
2018

Barclays Multi-Impact Growth Fund – 2018 Annual Impact Report

Impact Insights
Fund’s key impact facts

Case study: PTT PCL (0.1% of this fund)

•

Fast facts

In 2017, the Fund engaged with
177 companies on 206 cases

•

The Fund outscored the MSCI
Emerging Markets Index
on Corporate Governance,
Environmental Policy &
Management Systems,
Environmental Report,
Occupational Health & Safety,
and Social Reporting

•

The average ESG score for the
Fund is 57.5, compared to 51.9
for the MSCI Emerging Markets
Index.

• Thai company
• 2017 sales: £48.6bn
• Employees: 4,500+
PTT is a Thai oil and gas company focused on electricity generation,
petrochemicals, oil and gas exploration and production, and
gasoline retailing.
PTT’s sustainability management is designed to align with the
organisation’s strategic direction, strategies and targets, at the same time
supporting the missions of various global sustainability networks such as
the UN Global Compact and the SDGs. The company has a strong focus
on growing their energy networks to serve long-term natural gas demand
and is expanding investments in renewable energy.
In 2017, among others, PTT assumed leadership in the energy storage
system business, and pushed forward with renewable and alternative
energy electricity generation. They implemented the ‘Clean Energy for the
Community’ project to develop a water supply system using a hydraulic
ram pump to address the issue of community water access. They also
reduced greenhouse gas emissions, meeting previously established targets.
The company leads the Upstream and Integrated Oil & Gas industries
in RobecoSAM’s Corporate Sustainability Assessment based on its Total
Sustainability Score in 2018.

Deep dive

Impact: Environmental footprint

Investing in energy
storage and
renewable energy

Reducing reliance on
carbon intensive fuels

Generating cleaner
energy for Thai economic
development
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RobecoSAM Sustainable Healthy
Living Fund
Integration of
impact into the
investment process

Fund’s investment objective
The Fund seeks to achieve long-term capital growth
through investments in healthy living companies,
including those that provide activity, healthy nutrition,
hygiene and personal care and lifestyle disease
solutions. The Fund seeks to benefit financially from
transformative changes within the healthy living
sector due to changing consumer behaviour, an
ageing population, increase of chronic diseases, and
rising healthcare costs.

All potential holdings in the Fund’s
investment universe innately
promote health and well-being. Stock
selection is therefore dependent
on both attractive ESG criteria and
financial valuation analysis. Potential
investments are scored according
to the RobecoSAM Corporate
Sustainability Assessment, which
measures a company’s sustainability
performance against industry peers.
Additionally, the Fund’s analysts
perform a fundamental valuation
on investment ideas, taking into
account the company’s sustainability
profile into the financial assumptions.
Companies that embrace
sustainability are more likely to receive
a higher sustainability score and a
higher fair value.

The Fund’s investment philosophy is based on
the core belief that sustainable companies will
outperform their peers in the long term. The Fund
invests in high-quality but undervalued companies
that show solid business fundamentals and
sustainable earnings forecasts

Fund overview
Fund details

Top 10 holdings

Impact data and methods

Total assets under management
(AUM) as of 30 August 2018: £276m

(31 August 2018)

The Fund’s impact data is
generated internally, and is based
on RobecoSAM’s annual Corporate
Sustainability Assessment.

Fund inception date: March 2007
Number of holdings: 42
Target geography: Global
Weight in MIGF: 9.7%
Asset class: Developed
Market Equities
Impact type: Catalytic
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Henkel
Nestle
Ahold Delhaize
Thermo Fisher Scientific
Boston Scientific
DSM
Cerner
Novozymes
CVS Health
Maximus

3.8%
3.6%
3.4%
3.4%
3.3%
3.2%
2.9%
2.9%
2.7%
2.6%

The assessment quantifies the
sustainability performance using
metrics from, amongst others,
environmental, social and economic
(raw) data provided by the companies,
supporting documentation (e.g.
internal corporate strategies and
policies, and position papers), and
available sustainability, environmental,
or occupational health and
safety reports.
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Integration insights
Case study: Ahold Delhaize
(3.4% of this fund)
The Fund chose to invest in Dutch supermarket chain
Ahold Delhaize because it is a ‘Best-in-class’ operator
equipped to defend its market positions. Since Ahold
and Delhaize merged in 2016, it has operated the largest
online food retail platform in the Netherlands and US.
The company has strong revenue exposure to the
healthy living theme, so is well-positioned to benefit
from consumers’ increased focus on healthier diets. The
company increasingly offers healthy, natural produce
and helps consumers to maintain a balanced diet.
Though the market is concerned about discounters or
Amazon taking share, the Fund believes Ahold Delhaize’s
Food Lion chain and online store can protect their
market share.

Impact stats
Holdings breakdown by RobecoSAM Impact Level
43%
30%

Deep dive

23%
4%
High positive

Medium positive

Low positive

Medium negative

Source: RobecoSAM, data as of 30 September 2018
The Fund analyses the impact of companies against the 17 SDGs and assigns an overall Impact Rating per company. The rating consists
of seven Impact Levels, from High Positive to High Negative. The chart indicates the weight of the portfolio per Impact Level. Cash is
considered neutral.
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Fund breakdown
(31 August 2018)
Sector diversification

Geographic diversification

Lifestyle Disease Solutions

41%

Europe

49%

Healthy Nutrition

38%

North America

44%

Activity

10%

Asia Pacifica

Hygiene & Personal Care

040

60

20
Other

80
40

7%

6%

100
60

80

100
4%

Fund performance
How did the fund perform between
August 2017 and August 2018?
Over the performance period the Fund has held up with the
market, thanks to stock selection and in spite of a strong
environment for non-thematic sectors such as Energy
and IT.

Share class performance
Performance net of fees since share class inception
60%
52%

Notable performers include the outdoor companies
Columbia Sportswear and Deckers Outdoor, leading a
positive year for the activity cluster. Elsewhere, holdings in
Croda and DSM, both sitting within the Healthy Nutrition
cluster, benefitted from the trend towards adopting a
healthier lifestyle.

50%

In the Hygiene and Personal Care cluster Estee Lauder
stood out with a strong development, and the Lifestyle
Disease Solutions cluster was led by United Health and the
Japanese pharmaceutical company Astellas Pharma.

30%

40%

20%

10%

0%
2015

Past performance is not an indicator of future performance
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Impact Insights
Fund’s key impact facts

Royal DSM
(3.2% of this fund)
Fast facts
• Dutch company
• 2017 sales: £7.7bn
• Employees: 23,000
Royal DSM is a world-leading supplier of vitamins and other nutritional
solutions. The company generates about 70% of its sales from the
nutrition business (up from 32% in 2010).

Across the Fund’s portfolio of 42
holdings:
•

34 companies support Basic Needs

•

8 companies support
Sustainable Society

•

4 companies support
Healthy Planet

•

4 companies support Equality
& Opportunity

DSM’s nutritional products help address issues of malnutrition globally,
ensuring better fed and healthier individuals everywhere. Its Culturelle
solution, the second largest probiotics brand in the world, for instance,
helps enhance digestive health.
In 2017, the company helped expand access to nutritious food in Rwanda,
where nearly 40% of children under five have stunted growth due to
malnutrition. DSM opened the Africa Improved Foods plant, a joint
venture with the Government of Rwanda and other international partners.
The plant produces fortified cereals and porridges, ensuring locals receive
the nutrients they need.

Impact: Health and well-being

Deep dive

Manufactures nutritional
solutions

Reducing malnutrition
globally

Ensuring good health
and well-being
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Threadneedle UK Social Bond Fund

Integration of
impact into the
investment process

Investment objective
The Fund’s objective is to support socially
beneficial activities, while providing investors with a
financial return.

Together, Big Issue Invest and
Threadneedle developed a unique
Social Assessment methodology for
the Fund.

The Fund invests primarily in UK bonds issued
by companies, government agencies, voluntary
organisations, and/or charities that engage in eight
defined socially beneficial categories.
(see chart opposite)

In line with the methodology, the fund
managers positively screen all bonds
with a focus on the degree to which
they deliver positive social outcomes
across eight categories. These include
Housing and Property, Transport
and Communication Infrastructure,
Utilities and the Environment,
Financial Inclusion, Health and
Social Care, Education Learning and
Skills, Community Services, and
Employment and Training.

Big Issue Invest, one of the UK’s best known charities,
serves as social advisor to the Fund and worked
with Threadneedle to define these categories and to
develop a social assessment methodology.
All investments are reviewed against this assessment
during the investment process, and then postinvestment at least quarterly by a social investment
advisory committee.

Fund overview
Fund details

Top 10 holdings

Impact data and methods

Total assets under management
(AUM) as of 30 June 2018: £124m

(31 August 2018)

Threadneedle’s impact data is
primarily created or collected by The
Good Economy, a social advisory firm
dedicated to inclusive business and
investment. This relies mostly on
actual data, and assessments derived
from it, and is high quality in nature.
Reporting cycles are June-June.

Fund inception date: December 2013
Number of holdings: 125
Target geography: UK
Weight in MIGF: 4.0%
Asset class: Investment Grade Bonds
Impact type: Catalytic
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Wellcome Trust
EIB
TFL
Lloyds Bank
Unite Group
Anglian Water
Nationwide Bldg
Birmingham Airport Finance
Manchester Airport Group
Bupa Finance

3.6%
3.1%
3.0%
2.9%
2.5%
2.5%
2.2%
2.1%
2.1%
2.1%

Additionally, ESG data is primarily
sourced from MSCI which the
manager finds an adequate proxy.
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Integration insights
Case study: Wellcome Trust
(3.6% of this fund)
The Fund’s largest holding is Wellcome Trust – an
organisation with profound social impact. This is the
UK’s largest charity, but with a global reach.
The Wellcome Trust’s funding supports over 14,000
people in more than 70 countries. In the next five
years, they aim to spend up to £5 billion helping people
advance areas including science, population health,
medical innovation, and public engagement.
They specifically enable greater focus on some of the
world’s greatest health challenges, including preparation
for major epidemics and increasing access to medicine.
For instance, Wellcome co-funded the development of a
new Ebola vaccine.
The charity thus helps drive outcomes in line with the
Fund’s category of Health and Social Care, and is one
of the largest non-government contributors to SDG #3
‘Good Health and Well-being’.

Impact stats
Deep dive

Holdings breakdown by Threadneedle’s Social Assessment Themes
24%
18%
12%
6%

Community
services

3%
Education,
learning
and skills

6%

Employment &
training

Financial
inclusion

19%

8%

Health
& social care

Housing &
property

Transport &
Utilities and the
communication environment
infrastructure

Source: Threadneedle, data as of 31 August 2018
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Fund breakdown
(31 August 2018)
Social assessment

040

Geographic diversification

Financials

37%

UK

Utilities

19%

Other

Consumer Discretionary

14%

Government

12%

60

20
Industrials

4080

100
60

80

98%
2%

100
7%

Health Care

4%

Other

7%

Fund performance
How did the fund perform between
August 2017 and August 2018?
Overall, the period was relatively positive in both financial
and social terms. The Fund outperformed the benchmark
(ICE BofAML GBP Non-Gilts 1-10 yrs) by 0.26% on a
12-month rolling basis to June 2018, due to its conservative
nature during a period of negative total returns. Impact
performance over the period remained strong.
The Fund’s social assessment rates issuers as Low/
Medium/High according to their level of impactfulness. At
June 2017, 16% of the Fund was held in ‘Low’ rated issuers
by weight, keeping relatively flat from 2016 and well-below
the Fund’s target of no more than a third of the Fund rated
as ‘Low.’ Positively, a third of the Fund was rated ‘High.’

Share class performance
Performance net of fees since share class inception
30%
25%

25%

20%

15%

10%

5%

0%

-5%
2013

Past performance is not an indicator of future performance
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Impact Insights
Fund’s key impact facts
Across the Fund’s portfolio of holdings:
•

51% of the bonds support
organisations with strong
jobs performance

•

63% of the bonds favour regional
development outside the Greater
South East

•

10% of the bonds support charities

•

Three bonds were invested in the
UK’s largest building societies

Fast facts
• British company
• 2017 sales: £17.2bn
• Employees: 105,487
Morrisons is the fourth largest chain of UK supermarkets. Headquartered
in West Yorkshire, store staff at 500 outlets make up 85% of
the workforce.
Notably, Morrisons is also the second biggest manufacturer of fresh
food in the country, employing over 7,000 production and engineering
workers at 18 factories located mainly in the North of England. Morrison’s
manufacturing and Northern regional profiles are particularly favourable
to inclusive economic development.
Morrisons pays staff well above the national living wage, ahead of
Tesco and Asda. Improved pay and staff development has contributed
to a financial upturn for the business. At the same time, surveys
suggest 70% of employees now feel fairly rewarded, 20% above the
industry benchmark.

Impact:
Employment and education

Pays its staff above
national living wage

Providing decent work
and employment

Social
assessment methodology
The Fund has worked with Big Issue
Invest to develop a social assessment
methodology to:
•

Provide ‘filters’ for portfolio
investment decisions that
identify the “social performance”
of investments

•

Channel capital into organisations
whose activities produce clearly
identifiable social outcomes

•

Aim to create a more balanced and
inclusive UK economy

The Fund’s holdings were categorised
in terms of their overall social
performance rating as:
•

33% High intensity

•

51% Medium intensity

•

16% Low intensity

Deep dive

Morrisons
(1.98% of this fund)

(as at 30 June 2018 – the Fund
reporting cycle)

Contributing to inclusive
and sustainable
economic growth
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Direct Green Bond holdings

Fund overview

Investment objective
Green Bonds are fixed-income securities designed
to raise capital specifically earmarked to be used for
climate and environmental projects.

Fund details
Holding period: Various
Number of bonds: 4
Target geography: Global

Short maturity bonds generally have a maturity
between one and three years.

Weight in MIGF: 5%

The MIGF invested directly into Short Maturity Green
Bonds as a way to direct some of its cash towards
investments that generate an impact, whilst earning
a return.

Asset class:
Developed Government Bonds
Impact approach: Catalytic
Target sectors: Green Bonds

Top holdings

The Manager and Fund Selection team at Barclays
chose the securities by screening the overall green
bond universe for bonds with a minimum credit
rating of AA-/Aa3 and a maturity date of less than
3 years.

(31 August 2018)
KFW
EIB
ADB
ERBD

1.7%
1.7%
0.8%
0.8%

Asia Development Bank (ADB)
Maturity date: 16 August 2019
Purchase date: 25 April 2018
•

ADB has a mandate to reduce poverty and improve
quality of life in Asia

•

In 2015, ADB launched its Green Bond program with a
commitment to use proceeds to fund:
•

Clean energy

•

Sustainable transportation

•

Land and forest management

•

Climate-resilient development

•

Policies, governance and capacities

ADB Green Bond portfolio, commitments by sector

Transport

54%

Renewable energy

46%

Source: ADB Green Bond Portfolio (Dec 2016)
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European Bank for Reconstruction and
Development (EBRD)

EBRD Green Bond Portfolio, commitments by geography

Maturity date: 22 July 2019
Purchase date: 25 April 2018
•

EBRD has a mandate to promote environmentally sound,
sustainable development

•

Its green bond proceeds can be used to fund:

•

•

Renewable energy projects

•

Energy efficiency projects

•

Water and waste infrastructure projects

At least 90% of its green bond proceeds need to be
directed to environmental goals

Americas

48%

UK

25%

Middle East

19%

Other Europe

8%

Source: EBRD Focus on Environment (Jan 2018)

European Investment Bank (EIB)

EIB H1 2017 CAB allocation by sector

Maturity date: 7 March 2020
Purchase date: 25 April 2018
•

EIB launched the world’s first Climate Awareness
Bond in 2007 and has the mandate to promote green
financing in the EU

•

As of 31 Dec 2018, EIB remains the largest issuer of
Green Bonds with over €23bn raised

•

Its Climate Awareness Bond proceeds can be used
to fund:
Renewable energy projects

•

Energy efficiency projects

53%

Energy efficient

47%

Source: EIB/Investor Relations/CAB (Dec 2018)

Deep dive

•

Renewable energy

KFW
Maturity date: 6 May 2020
Purchase date: 25 April 2018
•

KFW is the promotional bank of the German Republic

•

It has a mandate to raise additional funds for
environmental projects

•

It has issued €13.5bn green bonds since 2014

•

Its green bond proceeds can be used to fund:
•

Improve energy efficiency

•

Safeguard biodiversity

•

Prevent and/or reduce environmental pollution

KFW Green Bond portfolio, commitments by renewable
energy type

Wind

86%

Solar

12%

Other

2%

Source: KFW Overall Green Bond Program (April 2018)

101

Barclays Multi-Impact Growth Fund – 2018 Annual Impact Report

Appendices

Appendices

Glossary of terms
This glossary of terms seeks to help
clarify the language that frequently
appears in the industry. With
the concept of ‘impact investing’
emerging just over a decade ago, a
whole new set of terminology has
arisen which can make it confusing
for investors. Many of the definitions
and concepts are still in debate and
under development as the industry
matures. Our aim here is to set out a
few key terms and how we use them.

Approaches to Impact
There’s no single way to integrate impact into
how we invest, though we have identified and
categorised three common approaches:
•

Responsible
This approach seeks to enhance financial
value by primarily using ESG criteria as part
of the investment process. This could be to
exclude companies who have problems on
an E, S, or G issue important in their industry.
Or it could be to select companies who are
best in their peer group at managing ESG
risks.

•

Sustainable
This approach seeks to produce financial
value by pursuing sustainability aims that
benefit stakeholders. For instance, an
investor may invest in a company whose
products and services address pressing
sustainability challenges.

•

Catalytic
This approach seeks to generate financial
value by addressing a societal challenge that
delivers specific outcome(s). For instance, an
investor may support a specific cause that
they believe in, by investing in companies
addressing that challenge. The provision
of additional capital becomes catalytic in
pulling mainstream finance to further the
impact and effectiveness of this intervention.

Impact Investing
At Barclays, we see it as “investing to
intentionally generate financial returns and
positive societal impacts, to protect and grow
assets, while making a positive contribution to
our world.” Impact investing should be seen as
a practice across how we invest, rather than a
label on an investment product.

Types of Impact
From an investor’s perspective, there are
generally two types of impact that are
of interest:
1. Impact generated in how an organisation
operates, and
2. Impact generated via the goods and services
they provide. These are two distinct aspects,
which may be important individually
or together
To understand how a company operates, the
industry has started to gather information
about a company’s environmental, social and
governance (ESG) processes and activities.
Data about the risks a company faces in these
areas, and how well they manage them, provides
insight into how well a company is being run.
The impact the goods and services make is
important to consider in terms of whether
these provide solutions to societal problems,
or contribute to them. Organisations who
can provide commercially viable solutions to
our pressing challenges have potential for
growth and positive impact, whereas negative
impact from goods or services may face
imposed costs or backlash from consumers or
government regulations.
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ESG Ratings/Scores
Some investors and data providers take
information about E, S, and G factors and
create numeric or alphabetical scores on how
well an organisation is doing managing these
factors. Often, individual ratings are merged
into a single, company-wide score so they can
be compared with the scores of peers and other
organisations.

Social/Green Bond
Bonds issued by companies or organisations
where the use of the money raised is earmarked
for social or environmental projects.

UN Sustainable Development
Goals (SDGs)
17 global goals were agreed by the United
Nations member states in 2015. These called for
action by 2030 on specific challenges, including
poverty and climate change. The SDGs often
serve as a simple framework to categorise
company activities and investments32.
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Equity (Stocks)

Asset Allocation

Companies offer (or issue) stocks to raise
money in exchange for a stake in the company’s
assets and profits. When you buy stocks,
you effectively become a part owner of the
company, which is also why they are known as
shares. The bigger the investment you make,
the bigger your stake will be in the company. To
get a return on this investment, you would need
another investor to purchase your shares at a
higher price, or the company to pay out profits in
what’s known as a dividend.

Asset allocation is the process of deciding the
percentage of each asset class in the total fund.
The aim is to use the different characteristics of
each asset class so that, when combined, they
can be complementary to optimise the expected
risk and reward of the overall portfolio.

Fixed-Income (Bonds)
Organisations, including companies and
governments, issue bonds to raise money in
the form of a loan. The bond indicates the
money that is borrowed and must be repaid,
with terms about the size of the loan, interest
rate and maturity or renewal date. When you
buy a bond, you’re basically becoming a creditor
to the organisation that’s borrowed money. To
get a return on this investment, you can either
get income from any fixed interest payments,
known as coupons, or you could sell the bond
to another investor at a higher price than you
purchased it.

Listed (Public) Stock & bonds
While stocks and bonds can be bought or
sold privately, generally they are listed on an
exchange, like the London Stock Exchange (LSE)
or the New York Stock Exchange (NYSE), where
they can be publicly traded and prices seen.

Funds
When you invest in a fund, your money is
pooled together with that of other investors.
A fund or investment manager then buys,
holds and sells investments on your behalf.
Funds typically focus on one single asset class,
usually either stocks or bonds, but can also
have multiple asset classes. The MIGF is made
up of a selection of specialist funds from other
investment managers. Because none are run by
Barclays, we call them third-party funds.

Fund-of-Funds
Instead of investing directly into stocks or bonds
(or other securities), a fund can also be made up
of other funds, which then make these decisions
– these are called fund-of-funds.. The MIGF
is a fund-of-funds where the role of Barclays
is to create an overall portfolio by identifying
and blending together the best managers from
different asset classes.

Securities
Formally, securities are any kind of financial
instrument that can be traded. We generally use
the term to refer to the stocks and/or bonds that
are within the third-party Funds.

Asset Classes
Assets classes refers to a category of securities
that exhibits similar, specific characteristics. At
the broadest level, investors tend to allocate to
three mains asset classes of equities, bonds,
and cash.

Appendices

At Barclays we divide these into more specific
groupings – so have 1) cash & short maturity
green bonds, 2) developed government bonds,
3) investment grade bonds, 4) high yield and
emerging market bonds, 4) developed market
equities, and 6) emerging market equities.
The MIGF invests in equity, fixed income and
cash equivalent investments.
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Fund references

Full fund name

ISIN

Share class name

Share class
inception

Fund inception

Currency

Janus Henderson Global
Sustainable Eq Fund

GB00B71DPP64

Janus Henderson
Global Sust Eq I Acc

23/07/2012

01/08/1991

Pound Sterling

RobecoSAM Sustainable
Healthy Living Fund

LU0869111590

RobecoSAM Sust.
Healthy Living
Na GBP

16/11/2015

30/03/2007

Pound Sterling

Fisher Investments
Institutional Emerging
Markets Eq ESG Fund

IE00B571B412

Fisher Invts Instl Em
Mkts ESG GBP

24/08/2017

29/04/2015

Pound Sterling

Allianz Global
Sustainability Fund

LU1405890390

Allianz Global
Sustainability P EUR

15/06/2016

02/01/2003

Euro

Nuveen TIAA

IE00BZ0GCS44

TIAA US Bond ESG I
USD Acc

14/10/2015

14/10/2015

US Dollar

iShares MSCI USA SRI ETF

IE00BYVJRR92

iShares MSCI USA SRI
11/07/2016
ETF USD Acc

11/07/2016

US Dollar

Impax Environmental
Markets (Ireland) Fund

IE00BYQNSD98

Impax Environmental
18/02/2016
Mkts Ire X GBP Acc

09/12/2004

Pound Sterling

Jupiter Ecology Fund

GB00B4KLC262

Jupiter Ecology I Acc

15/06/2009

31/03/1988

Pound Sterling

Impax Asian Environmental
Markets (Ireland) Fund

IE00BYQ91839

Impax Asian
Environmental
Markets IRL X

18/02/2016

04/05/2010

Pound Sterling

Robeco QI Emerging
Conservative Equities Fund

LU0875838053

Robeco QI Emerging
Cnsrv Eqs I £

21/01/2013

14/02/2011

Pound Sterling

Muzinich Bondyield
ESG Fund

IE00B4PL7R16

Muzinich Bondyield
ESG HGBP Inc S

22/01/2016

14/02/2011

Pound Sterling

Threadneedle UK Social
Bond Fund

GB00BF233C45

Threadneedle UK
Social Bd Inst Acc£

04/12/2013

04/12/2013

Pound Sterling

Mirova Euro Green and
Sustainable Corporate
Bond Fund

LU0552643685

Mirova Euro Green &
08/07/2011
SustCorpBd I/A (EUR)

08/07/2011

Euro

AXAWF Fram Human
Capital Fund

LU0316219251

AXAWF Fram Human
03/01/2012
Capital I Cap EUR

29/10/2007

Euro

AXA World Funds Global
Green Bonds Fund

LU1280196426

AXAWF Global Green
05/11/2015
Bds I Cap EUR

05/11/2015

Euro

Cash & Short Maturity
Green Bonds

–

–

–

–

–
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Reference sources
Welcome – Page 3
1. MIGF won Investment Week’s 2017
Sustainable Investment Award for Innovation
(Funds & Portfolios) – Investment Week: https://
www.investmentweek.co.uk/investment-week/
news/3016345/revealed-finalists-for-the-2017sustainable-investment-awards

Our Multi-Impact Growth Fund –
Page 7
2. According to the Better Business Better
World report, there’s $12 trillion to be made
annually by businesses whose work advances
the United Nations’ Sustainable Development
Goals (SDGs) – Business Commission http://
businesscommission.org/news/releasesustainable-business-can-unlock-at-least-us12-trillion-in-new-market-value-and-repaireconomic-system

Companies in action: Food and
agriculture – Page 28
3. Nearly 815m people (roughly 11% of the
world’s population) suffered from chronic
malnourishment in 2016 – World Hunger
Education Service: https://www.worldhunger.
org/world-hunger-and-poverty-facts-andstatistics
4. Global population growth means that
food production needs to increase 70% by
2050 to feed everyone – FAO of the United
Nations: http://www.fao.org/news/story/en/
item/35571/icode
5. Business and Sustainable Development
Commission valued the market for reducing
food waste in the value chain as $155–405bn
annually by 2030 http://s3.amazonaws.com/
aws-bsdc/Valuing-SDG-Food-Ag-Prize-Paper.
pdf

Page 29
6. 1 in 6 children in developing countries is
underweight – World Food Programme: https://
www.wfp.org/stories/10-facts-about-hunger
7. There is a 50% food gap between crop
calories produced in 2010 and those needed in
2050 – World Resources Institute: https://www.
wri.org/blog/2018/12/how-sustainably-feed-10billion-people-2050-21-charts
8. 1.3 billion tonnes of food – 1/3 of global
production – is never consumed – National
Geographic: https://www.nationalgeographic.
com/magazine/2016/03/global-food-wastestatistics
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Companies in action:
Clean energy – Page 30
9. Global energy demand predicted to grow
by 48% over the next 30 years – U.S. Energy
Information Administration: https://www.eia.
gov/pressroom/releases/press432.php
10. 1/8 of the global population lacks
access to electricity – International Energy
Agency: https://webstore.iea.org/download/
summary/190?fileName=English-WEO-2018-ES.
pdf
11. Energy costs in developing markets can
be 150x developed markets – The Rise Fund:
https://therisefund.com/sectors

Page 31
12. More than one billion people still lack access
to reliable electricity – World Economic Forum:
https://www.weforum.org/agenda/2018/06/1billion-people-lack-electricity-solution-mini-gridiea/
13. The cost of electricity from offshore wind
turbines is for the first time cheaper than
nuclear energy – The Guardian: https://www.
theguardian.com/commentisfree/2017/sep/26/
offshore-wind-power-energy-price-climatechange
14. The global renewable energy market
is projected to reach $1,512bn by 2025
– Allied Market Research: https://www.
alliedmarketresearch.com/renewable-energymarket

Companies in action:
Environmental footprint – Page 32
15. Already, in the U.S. alone, we create 4.4
pounds of trash per day per person – US EPA:
https://archive.epa.gov/epawaste/nonhaz/
municipal/web/html
16. By 2025, the global supply of municipal solid
waste is projected to double – https://wastemanagement-world.com/a/global-municipalsolid-waste-to-double-by
17. The Business and Sustainable Development
Commission estimated the market for reducing
packaging waste at $40-65bn annually by 2030.
AlphaBeta: http://s3.amazonaws.com/awsbsdc/Valuing-SDG-Food-Ag-Prize-Paper.pdf
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Page 33
18. The ocean will contain more plastic than fish
by weight by 2050 – The Earth Day Network:
https://www.earthday.org/2018/04/05/factsheet-plastics-in-the-ocean
19. 1/3 of farmed fruit and vegetables
discarded annually as ‘too ugly’. Impact of
growing = carbon emissions of almost 400,000
cars – Science X/Phys.org: https://phys.org/
news/2018-08-fruit-vegetable-crops-ugly.html
20. By 2030, 700 million people worldwide could
be displaced by intense water scarcity – United
Nations: http://www.unwater.org/water-facts/
scarcity

Companies in action:
Employment and education – Page 34
21. Almost half the world, over three billion
people, live on less than $2.50 a day – Global
Issues: http://www.globalissues.org/article/26/
poverty-facts-and-stats
22. Nearly a third of the American workforce
earns less than $12 per hour – Oxfam America:
https://policy-practice.oxfamamerica.org/
work/poverty-in-the-us/low-wage-map/
scorecard/?state=IA
23. High school dropouts are 3 times as likely
to be unemployed as someone who went
to college – Excel High School: https://www.
excelhighschool.com/blog/five-facts-abouthigh-school-dropouts

Companies in action:
Health and well-being – Page 36
24. Achieving the SDG health targets will
increase current health spending to up to
US$371 billion annually by 2030. – https://www.
who.int/en/news-room/detail/17-07-2017who-estimates-cost-of-reaching-global-healthtargets-by-2030

Page 37

26. Noncommunicable diseases will cost
low – and middle-income countries over
$7trillion in the next 15 years – https://www.
un.org/sustainabledevelopment/wp-content/
uploads/2018/09/Goal-3.pdf
27. At least half of the global population do
not have full coverage for essential health
services – World Health Organization:
https://www.who.int/news-room/
detail/13-12-2017-world-bank-and-whohalf-the-world-lacks-access-to-essentialhealth-services-100-million-still-pushed-intoextreme-poverty-because-of-health-expenses

Page 38
28. 4 out of 10 US bridges need to be replaced
or repaired – American Road & Transportation
Builders Association: https://artbabridgereport.
org
29. Three-quarters of the developing world’s
roads are unpaved – ScienceDirect: https://
www.sciencedirect.com/science/article/pii/
S0038080613001285
30. Globally, more than 50% of people of people
lack internet access – Broadband Commission
for Sustainable Development: https://www.
itu.int/dms_pub/itu-s/opb/pol/S-POLBROADBAND.18-2017-PDF-E.pdf

Page 39
31. In fact, in 2013, McKinsey estimated
that the world needs to invest $3.7 trillion in
infrastructure each year till 2035 to support
current GDP growth rate expectations – https://
www.mckinsey.com/industries/capital-projectsand-infrastructure/our-insights/bridginginfrastructure-gaps-has-the-world-madeprogress

Glossary of terms – Page 102
32. UN Sustainable Development Goals (SDGs)
– https://www.un.org/sustainabledevelopment/
development-agenda
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25. Over 16,000 children under 5 die every
day, mainly from malnourishment, dehydration
and preventable diseases – United Nations:
https://www.un.org/sustainabledevelopment/
blog/2015/09/child-mortality-rates-plunge-bymore-than-half-since-1990-but-efforts-mustbe-redoubled-un-report/
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Disclaimer

The value of any investment may fluctuate as
a result of market changes. The information in
this document is not intended to predict actual
results and no assurances are given with respect
thereto.
The information contained herein is intended
for general circulation. It does not take into
account the specific investment objectives,
financial situation or particular needs of any
particular person. The investments discussed
in this publication may not be suitable for all
investors. Advice should be sought from a
financial adviser regarding the suitability of the
investment products mentioned herein, taking
into account your specific objectives, financial
situation and particular needs before you
make any commitment to purchase any such
investment products. Barclays and its affiliates
do not provide tax advice and nothing herein
should be construed as such. Accordingly, you
should seek advice based on your particular
circumstances from an independent tax advisor.
Past performance does not guarantee or predict
future performance. The information herein is
not intended to predict actual results, which may
differ substantially from those reflected.

The products mentioned in this document
may not be eligible for sale in some states
or countries, nor suitable for all types of
investors. This document shall not constitute an
underwriting commitment, an offer of financing,
an offer to sell, or the solicitation of an offer to
buy any securities described herein, which shall
be subject to Barclays’ internal approvals.
No transaction or services related thereto is
contemplated without Barclays’ subsequent
formal agreement. Unless expressly stated,
products mentioned herein are not guaranteed
by Barclays Bank UK PLC or its affiliates or any
government entity.
This document is not directed to, nor intended
for distribution or use by, any person or entity in
any jurisdiction or country where the publication
or availability of this document or such
distribution or use would be contrary to local
law or regulation, including, for the avoidance
of doubt, the United States of America. It may
not be reproduced or disclosed (in whole or in
part) to any other person without prior written
permission. You should not take notice of
this document if you know that your access
would contravene applicable local, national
or international laws. The contents of this
publication have not been reviewed or approved
by any regulatory authority.
Barclays offers banking, wealth and investment
products and services to its clients through
Barclays Bank UK PLC, and its subsidiary
companies. Barclays Bank UK PLC is authorised
by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and
the Prudential Regulation Authority (financial
services register no. 759676). Registered in
England. Registered no. 9740322. Registered
office: 1 Churchill Place, London E14 5HP.
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This document has been prepared by Barclays
Bank UK PLC and its subsidiary Barclays
Investment Solutions Limited (“Barclays”) for
information purposes only. Barclays does not
guarantee the accuracy or completeness of
information which is contained in this document
and which is stated to have been obtained
from or is based upon trade and statistical
services or other third party sources. Any data
on past performance, modelling or back-testing
contained herein is no indication as to future
performance. All opinions and estimates are
given as of the date hereof and are subject
to change.
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