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What is Sustainability?

Sustainability aims to meet the needs of the present without
compromising the ability of future generations to meet theirs.
It is one of the major Megatrends driving our world today.

Our resources, the earth’s raw materials, are not limitless. Over the last century or so, a combination of
factors – industrialisation and a growing global population, for example – has caused our use of these
materials to grow exponentially.
As a result, there is mounting pressure on our finite supply of fossil fuels; moreover their continued use
is causing long-lasting effects on our environment. In particular, our extraction and consumption of these
materials releases carbon into the atmosphere in the form of a greenhouse gas, carbon dioxide (CO2),
which in turn is causing our planet to warm.

6
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CO2 concentration over the years

The graphic on the side illustrates the high correlation between
rising CO2 levels and climate change. According to NASA, global
temperatures have increased by 1.9°F since 1880, and 18 of the 19
warmest years on record have occurred since 2001.
Meanwhile, satellite data illustrate the shrinking of the polar ice caps,
resulting in sea levels which are rising at a rate of over 3mm per
year.
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Increasingly, scientists are drawing a definitive connection between
climate change and an increase in observations of extreme weather
conditions such as heatwaves, hurricanes, floods, droughts and
storms. Without radical change to greenhouse gas emissions, these
extreme weather systems will likely become more and more frequent, potentially with catastrophic effect.
Countering the negative effect of increasing CO2 levels, various
natural “sinks” exist within the carbon cycle. Soil, grass and trees are
key examples. However the human predisposition for deforestation,
urbanisation and agriculture has been detrimental here too, and
stocks of green matter have dwindled.
The amazon rainforest – our greatest asset in the fight against climate change – is being decimated by both human and natural causes.
Through changes in land use, we are steadily clearing the planet of
our forests and grasslands, our main ally in combatting global warming and ensuring a future for our species.

1
2

U.S. Global Change Research Program, https://www.globalchange.gov/
https://climate.nasa.gov/
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The good news is, we believe this trend is reversible.
As awareness of climate change continues to grow, government
bodies around the world are pledging to reduce carbon emissions, implementing related legislation and imposing fines on
companies in breach.

peratures look set to soar over the next century.
These are much more controlled under the current policies and the
future levels pledged by international governments under the Paris
Climate Agreement, but it is now apparent that this is still not sufficient to counter global warming.

The chart below illustrates several pathways that global temperatures might take, depending on how seriously we take our
management of greenhouse gas emissions.
As we can see, without any climate change policies global tem-

It is only through the most radical measures – net carbon reduction –
that we stand any chance of maintaining global temperatures to 2°C
above pre-industrial levels (the 2°C pathways).
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https://ourplnt.com/global-warming-future-greenhouse-gas-emission-scenarios/global-future-greenhouse-gas-emission-scenarios/#axzz62PX4TAY5
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How can Sustainable Investing
help?
Sustainability is the growing movement that seeks to address the
negative effects associated with climate change.
The increasing focus of global governments, corporations and
individuals on extreme weather systems, shrinking ice caps,
collapsing ecosystems and other effects of global warming is
causing us to adapt our behaviour radically.
Sustainability aims to meet the needs of the present without
compromising the ability of future generations to meet theirs.
It is one of the major megatrends driving our world today, and we
as investors are in an excellent position to influence and impact
the direction of travel for the better.
By investing only in those companies that address environmental,
social and governance issues effectively and withholding our
capital from those that don’t, we can incentivise companies to
become more responsible and create a better world for future
generations.
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What is Sustainable & Responsible
Investing?
Sustainable investing directs investment capital to companies
that seek to combat climate change while promoting corporate
responsibility.
As investors, we have many decisions to make when we choose where to allocate our money.
These decisions give us the ability to steer capital towards those companies that are aiding in the fight
against climate change, and avoid those that are exacerbating it. This is sustainable investing.
The growing awareness of climate change and other environmental issues has seen an explosion in
sustainable and responsible investment strategies. These strategies can range from basic integration of
environmental, social and governance (ESG) criteria within the investment decision-making process, to
much stricter screening and the outright removal of any exposure to fossil fuels.
Others still focus on identifying the companies that are providing climate change solutions, such as cleaner fuels, environmentally-friendly materials, more efficient processes or methods of actively reducing
carbon emissions.
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How does it work?
Modern sustainable and responsible investing typically
combines negative screens (eliminating unfavourable industries
or business practices) with positive screens (favouring
companies which are assessed as best-in-class from a
responsible perspective).
Responsible fund managers will appraise a company’s
interactions with its suppliers, customers, employees and

investors, as well as its impact on the environment and society
as a whole. For example, the quality of employment contracts,
equality in the workplace and staff training and development
are all positive factors in attracting and retaining talent; while
good corporate governance with diversified, accountable
boards and fair shareholder rights helps maintain high levels of
investor confidence.

EXAMPLES OF ESG ISSUES4
Environmental
Issues

Social
Issues

Climate change and carbon emissions

Customer satisfaction

Board composition

Air and water pollution

Data protection and privacy

Audit committee structure

Biodiversity

Gender and diversity

Bribery and corruption

Deforestation

Employee engagement

Executive compensation

Energy efficiency

Community relations

Lobbying

Waste management

Human rights

Political contributions

Water scarcity

Labor standards

Whistleblower schemes

https://www.cfainstitute.org/-/media/documents/article/position-paper/
esg-issues-in-investing-a-guide-for-investment-professionals.ashx

4

Governance
Issues
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All of these factors should contribute towards a company with a healthier culture, higher employee
satisfaction rates and, ultimately, a more stable share price under adverse market conditions.
By identifying these positive attributes, responsible fund managers can grade companies according to
their ESG qualities and allocate more capital to those with better scores.
In the case study below, we can see how these principles would have helped the responsible investor
avoid companies such as VW and BP in their hour of greatest peril.

CASE STUDY 1*
BRITISH PETROLEUM & VOLKSWAGEN
Two recent examples will illustrate where a responsible approach can avoid the risks associated with
poor ESG and add significant value: BP’s Deepwater Horizon oil spill in April 2010 and Volkswagen’s
(VW) vehicle emission scandal in September 2015.
In the two months after the Macondo oil leak, BP’s share price fell by over 45%, while VW’s shares lost
over 35% in 2 weeks following the news of the firm’s Clean Air Act violations.
Both companies were widely held across global equity portfolios, but were excluded by fund managers
who apply sufficient ESG analysis. Neither BP or VW were a constituent of the MSCI World SRI Index at
the time of their respective crises.

12
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As well as avoiding weak ESG players and their associated risks, sustainable
fund managers will seek to identify the companies helping to drive sustainability
as well as those that stand to benefit from the huge uptake in sustainable
solutions.
The case study below presents an example of a company that is both an ESG
leader and a beneficiary of this ongoing sustainability megatrend.

CASE STUDY 2*
HEXCEL
is one of the leading carbon fibre producers in the world, supplying the largest
airplane manufacturers such as Boeing and Airbus. The new generation of
airplanes (B787, A350) is now built with c.50% of carbon fibre, resulting in 20%
more fuel efficiency than older airplanes of equal size.
Because fuel is one of the highest costs for airlines (typically 25%–30% of their
cost structure), this results in significant savings for airline companies as well as
value creation for shareholders. At the same time, Hexcel provides a solution to
improve the efficiency of the airline sector, reduce pollution and assist the fight
against climate change.

*source: Bloomberg
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CASE STUDY 3*

A sea of opportunities
The global effort to eliminate single-use plastics is under way alongside significant
attempts to reduce the use, and improve recovery, of the rest.

AQUAFIL
Aquafil’s Econyl technology recovers waste nylon from used fishing nets, fabric scraps
and carpets and feeds it back into the textiles production process as a raw material.
According to its tagline, there is “No waste. No new resources. Just endless possibilities.”
We envisage a point where Econyl is used by brands in the same way as Gore-Tex, a mark
of quality that, in this case, extends to sustainability.
As the Econyl brand itself is increasingly recognised, we believe this will enable Aquafil to
capture more of the end product margin.

CORBION
This natural preservative business has spent decades using sugar-derived Lactic acid to
preserve food naturally. It is now turning Lactic acid into Polylactic Acid (PLA), a bioplastic,
on an industrial scale.
Creating plastic from renewable resources like sugar allows designers to factor in a full life
cycle analysis in the product design phase.
It is important not to see bioplastics as an ultimate solution to marine littering – PLA
is biodegradable but only in industrial conditions at present – but they represent a
significant move in the right direction.

14

SMURFIT KAPPA
Paper and packaging companies are caught at the centre of the waste debate and we see
strong financial and environmental opportunities in those that can do it sustainably.
Three-quarters of the fibres that Smurfit Kappa uses are from recycled sources and the
remaining 25 per cent come directly from its own plantations and third-party suppliers.
We see value in Smurfit’s responsible resource management, operational efficiency and
products that help to reduce waste and resource use as well as increasing recyclability,
reusability and degradability.

UNILEVER
The Ellen MacArthur Foundation announced at 2018’s World Economic Forum Event in Davos
that several leading consumer brands are working towards 100 per cent reusable, recyclable
or compostable packaging by 2025. Unilever has already cut packaging waste per consumer
by 28 per cent since 2010 and has targeted at least 25 per cent recycled plastic content in its
packaging by 2025.
Sachets are a particular issue for the company and it is investing heavily in technology called
CreaSolv, a chemical process that breaks down the polymers in sachets so the plastic can be
reused.
This, and other aspects of the company’s Sustainable Living Plan, puts Unilever at the
forefront of global companies in our view but even this progress is unlikely to drive the
fundamental change our oceans need.

*source: Liontrust Asset Management
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When did sustainable investing become important?
Investing with a conscience is not a new phenomenon. As far back as 1758, the Religious Society of Friends (the Quakers) outlawed its
members from investing in the slave trade, and since then other investors have been applying values to their investment principles too.
Ethical investing gained significant traction during the latter part of the 20th century, driven largely by the demands of large university
endowments and faith-based institutions looking to avoid investing in companies with exposure to controversial industries – the socalled “sin stocks”.

THE EVOLUTION OF SUSTAINABLE AND RESPONSIBLE INVESTING

1971

The first modern ethical
fund (PAX) launches in USA
because of opposition to the
Vietnam War.

1980s

Environmental concerns
come to the fore: Bhopal gas
tragedy (1984), Chernobyl
disaster (1986), Exxon Valdex
oil spill (1989).
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1984

First UK retail ethical
funds (Friends Provident Stewardship range) launch in the UK.

1985

1987

First environmental fund (Jupiter
Ecology Fund)
launches.

The Antarctic ozone hole is discovered by British and American
scientists.
Two years later, 24 countries
agree the Montreal Protocol on
phasing out ozone-depleting
chemicals.

1992

1997

Toyota unveils the Prius, the
world’s first commercially
mass-produced and
marketed hybrid car.

The term Sustainable
Development (SD) is
coined at the UN Rio
Earth Summit.

1999

Dow Jones
Sustainability
Indices "DJSI"
are launched.

2000

UN Millennium Development Goals
which range from halving extreme poverty rates to halting the spread of HIV/
AIDS and providing universal primary
education are announced.

2006

UN PRI (United Nations Principles of Responsible Investment) launched. The PRI is a set of
responsible investment principles for institutional investors.
The Stern Review is published, articulating
the impact of climate change on the global
economy.
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Today investing responsibly is not simply about excluding controversial industries like alcohol, tobacco, weapons or gambling, but
extends to identifying good corporate behaviour and strong environmental and social practices.
More recently some high profile catastrophes have helped to shine the spotlight on responsible investing. Nuclear disasters (Fukushima),
oil spills (Exxon Valdez) and vehicle emission scandals (Volkswagen) have all proven detrimental to the environment, to society, and to
any investor who happened to hold the stock through the affected period.

MILESTONE

2006

California imposes a cap on greenhouse gas emissions, the first
state in the US to do so.
The following year, the EU agrees
to cut CO2 emissions by 20% by
2020, compared to 1990 levels.

2007

The term 'impact investing'
is first coined.
"An Inconvenient Truth" by
Al Gore is released.

2009

China overtakes the
USA as the world’s
largest emitter of
greenhouse gases.

2010

China becomes the
world's largest domestic
market for wind power.

2012

One of the first Millennium
Development Goals (MDG) is
achieved: the percentage of
the world’s population without
access to safe drinking water
is halved.

2015

2015

The UN’s Sustainable Development
Goals are launched, emphasising
for the first time the role of business
in achieving the global sustainable
agenda.

The United Nations Climate
Change Conference (UN
COP-21) takes place in
Paris, cementing a global
commitment to limit global
temperature rise to less than
2 degrees.

2016

Renewable energy capacity additions exceed fossil fuel energy
generation capacity globally for the
first time ever.
Paris accord signed and put into
effect.

2017

President Trump announces the
United States’ withdrawal from
the Paris Agreement.
The nineteen other members of
the G20 re-affirm their commitment.

2019

July 2019 reported as the hottest
on record: land temperatures
measured 2.1°F warmer than the
July average, while the ocean
was 1.5°F warmer than average.
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Guidelines from the United Nations
In 2006, the United Nations endorsed six principles of best practice for responsible investing known as the PRI (Principles of Responsible
Investment). The principles saw increased uptake following the 2008 global financial crisis, and sign-up to the PRI has now become the
industry standard of an investment company’s commitment to ESG. Supporting this, the UN Global Compact identifies four areas as being
fundamental to corporate responsibility: human rights, labour, environment and anti-corruption.
Today, more than 2,300 bodies representing approximately US$90 trillion have signed up to the PRI. Among the signatories are some of
the largest and most recognised asset owners and investment managers in the world, including BlackRock, Vanguard and the Norwegian
Government Pension Fund.

PRINCIPLES FOR RESPONSIBLE INVESTMENT (PRI)
PRINCIPLE 1: We will incorporate ESG issues into investment analysis and decision-making processes.
PRINCIPLE 2: We will be active owners and incorporate ESG issues into our ownership policies and practices.
PRINCIPLE 3: We will seek appropriate disclosure on ESG issues by the entities in which we invest.
PRINCIPLE 4: We will promote acceptance and implementation of the Principles within the investment industry.
PRINCIPLE 5: We will work together to enhance our effectiveness in implementing the Principles.
PRINCIPLE 6: We will each report on our activities and progress towards implementing the Principles.
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Performance

KEY FINDINGS INCLUDE

Given its roots in ethical investing, there may be a
misconception that modern-day sustainable or responsible
investing means giving up performance. Applying ethical
exclusions and ESG criteria naturally limits the investor’s
pool of investable opportunities; however this does not
mean that expected returns are also reduced. In fact, a
recent study conducted by RBC Global Asset Management5
showed a positive relationship between a company’s ESG
practices and its stock price performance, as well as a
multitude of other advantages (see adjacent window).

•

There is a positive relationship between strong governance practices and stock price performance.

•

There is a positive relationship between strong environmental performance and stock price performance.

•

There is a positive relationship between high employee
satisfaction and stock price performance.

•

The use of aggregated sustainability scores to determine the impact on performance has demonstrated
evidence of a positive impact.

Investors are increasingly realising that applying a
sustainable and responsible approach favours stronger,
more stable companies and, in particular, has a better
chance of avoiding the types of corporate scandals
outlined in the case studies above. By avoiding the risks
associated with these weaker ESG companies and investing
only in those with stronger ESG attributes, it is possible to
outperform a traditional equity index over time. In the chart
below, we compare the performance of two indices: one
tilted towards good ESG companies, the other unscreened.

•

Companies with high ESG ratings outperform the market
in the medium (three to five years) and long term (five to
10 years).

•

Companies with high ESG ratings have a lower cost of
debt and equity.

•

Strong ESG practices improve operational performance
of firms.

•

CSR considerations in stock market portfolios do not
result in financial weakness.

•

Companies that prioritize sustainability manage environmental, financial and reputational risks better, which
increases likelihood of reduced volatility of cash flows.

https://www.rbcgam.com/documents/en/articles/does-socially-responsible-investing-hurt-investment-returns.pdf
5
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The socially responsible index has visibly outperformed over
time. The differential is over 16% since inception to end September 2019, equating to an annualised outperformance of 0.74% for
the responsible investor.
Some of this was evident during the global financial crisis in
2008, when the SRI index provided some downside protection,
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2013

but the responsible index has continued to widen its lead through
the recent bull market.
This profile highlights the quality attributes of sustainable and
responsible investing.
Moreover, this outperformance is achieved with less volatility than
the traditional index and it clearly demonstrates that returns are
not sacrificed by investing responsibly.

The chart compares the performance of two indices: one tending towards
ESG companies, the other unfiltered.

Since its inception in 2011, the MSCI Emerging Markets SRI
Index has outperformed its unscreened counterpart by over
34% (or 1.9% annualised). Again, volatility of the SRI version
is also greatly reduced compared with the parent index,
meaning risk-adjusted returns have been significantly better
for the responsible investor in these markets.
The chart on the side illustrates the performance differential
between SRIs and their undeclared equivalents scattered
across several zones. In all cases, the results show a positive balance for the responsible investor.

US
EUROPE
UK
EM

These differences cause a greater divide between high-ranking and low-ranking companies, and the result is a clear
and sustained outperformance of responsible investing over
the traditional index.

PACIFIC

For example, the effect is most pronounced in emerging
markets where, generally speaking, these countries suffer
from more relaxed regulation, weaker accounting practices and poorer corporate governance than in developed
nations.

JAPAN

While this positive effect on performance is clearly a global
phenomenon, certain markets benefit more than others
from a responsible approach.

GLOBAL
(INC EM)
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Growth
The impressive performance of responsible investing has
been one of the key factors behind its recent growth. The
most recent figures estimate the total value of investments
managed responsibly to be in the region of US$30 trillion.
Between 2014 and 2018, sustainably managed assets increased by over 68% and now accounts for approximately a
quarter of all assets managed globally.

responsibly than not.
The popularity of sustainable and responsible investing is growing
across all major demographics. The graphic below illustrates the
trend among different gender, wealth and age profiles from 2015
to 2017.
Existing investments and level of interest are both higher for
women than for men, and are greater for millennials than for other
generations. In all cases, however, the trajectory is positive as
more and more investors begin to appreciate the benefits of a
sustainable and responsible approach.

Europe has been at the forefront of this growth and accounts
for over 50% of the world’s responsible investment;in Europe
and Australia/New Zealand, more assets are now managed

22
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2014
(US$bn)

2016
(US$bn)

2018
(US$bn)

Growth
(2014-2018)

Compound
Annual Growth
Rate

Europe

10,775

12,040

14,075

30.6%

6.9%

United States

6,572

8,723

11,995

82.5%

16.2%

Canada

729

1,086

1,699

133.1%

23.6%

Australia/Nuova Zelanda

148

516

734

395.9%

49.2%

Japan

7

474

2,180

31042.9%

320.1%

TOTAL

18,231

22,839

30,683

68.3%

13.9%⁶

Source: Global Sustainable Investment Alliance (GSIA) Investment Review 2018

ASSET LEVEL

34%
22%

32%

10%

13%

2015

2017

31%

31%

10%

10%

9%

2015

2017

2015

16%

GENDER

HNWI INVESTORS
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35%

23%

20%

18%

male

female

30%

26%

29%

9%

11%

11%

14%

9%

2015

2017

2015

2017

2015

$3M+$5M

2017

$5M+$10M

16%
2017

$10M+

52%
43%

37%
29%

23%

AGE*

17%

28%

2015 2017

millennials

11%

17%

2015 2017

gen x

17%
7%

13%
10%

2015 2017

boomers

In the above chart, percentage of those who own or
are interested in investments with social impact.

8%

24%
10%

2015 2017

silent

Interested
Own

*GENERATIONS
Millennials: born between 1981-1996
Generation X: born between 1965-1980
Baby Boomers: born between 1946-1964
Silent Generation: born before 1946

23

FAM Sustainable

Why now?
The result of this strong performance and growth in responsible
investing is a structural tailwind for those companies that meet
the demands of increasingly stringent regulations and the
growing focus on sustainability.

In this environment, companies and their management are coming under greater pressure to act as good
stewards for their investors and are increasingly making headlines when they don’t. This impacts directly
on a company’s share price, and the potential for long-term outperformance is surely one of the most
compelling cases in favour of investing responsibly.
The growing demand for sustainable and responsible investments over the last number of years has forced
companies and their management to address these issues and take action. The improvements applied as a
result of this benefit us all.⁷
For example, reduced carbon emissions and better waste management mean less pollution and a healthier
environment; better labour standards, equality and awareness of human rights benefit employees,
customers and the supply chain alike; and improved controls at a governance level help instil confidence in
management and avoid the risks and costs associated with corruption and litigation.
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These cost savings drive profitabilty upward, attracting
further investment, which in turn drives even greater share
price appreciation. Companies and investors, therefore, are
both rewarded for adopting a responsible approach.
This virtuous circle has already caused sustainable and
responsible investments to surpass traditional assets in
many countries, and other regions and demographics look
set to follow suit.
With an outcome that provides societal benefits as well as
strong investment returns, the growth of sustainable and
responsible investing looks set to continue.

Companies
improve ESG
credentials

Improved
performance

7

Investors
support by
buying
shares

Source: 2018 U.S. Trust Insights on Wealth and Worth
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Our philosophy with Core Sustainable is founded in the belief
that, without positive change, the issues highlighted above
relating to global population growth, resource scarcity and
climate change will become increasingly important over the
short, medium and long-term.
Sustainability is a global megatrend driving governmental policy,
corporate behaviour and financial markets alike.
As investors, we have the opportunity to allocate our capital to
those companies that are best positioned to use it responsibly
and contribute to a better and more sustainable world. And in
doing this, we also have the opportunity to benefit from the
enhanced returns that sustainable and responsible investing can
provide.
The objective of Core Sustainable is to provide investors with a
diversified, global equity portfolio that has a strong ESG profile
and which supports the most important issues of sustainability
while outperforming the broader equity market.
To achieve this, we have adopted the following approach in
building our portfolio:
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01. Best-in-class Sustainable and Responsible Funds

By selecting best-in-class funds – both active and passive – in the sustainable and responsible investment domain, we
can build a global equity portfolio that focuses on identifying and investing in ESG ‘winners’. While all our chosen funds
will take account of environmental sustainability, we want them to capture the full scope of ESG benefits including social
and governance concerns too. Our carefully selected fund managers all come with strong pedigrees in sustainable and
responsible investing with proven track records of outperformance.

02. Additional thematic exposure to exploit key themes

The growing popularity of sustainable investing has seen a great variety of topics come to the fore. Where we believe
these have investment merit, we will look to add these themes as they become current. In general these will be related to
climate change, carbon reduction or another sustainable theme: examples of current issues becoming topical are water
scarcity, fossil fuel reduction, renewable energy sources, plastics, animal agriculture and veganism.

03. Portfolio Construction and Risk Management

Given the various geographical and sector focuses that may be inherent within our chosen funds, it is important to
construct the portfolio in such a way that avoids any unwanted biases. These exposures can be managed by adjusting the
weights allocated to our building blocks – Global, Regional and Thematic – or to the constituent, underlying funds. Using
this approach, we can also control the portfolio’s tilt to any investment style and manage its risk attributes depending on
the prevailing market outlook.
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FAM Sustainable Portfolio
BUILDING BLOCK

GLOBAL

REGIONAL

THEMATIC

FUND

POSITION

01. LGT Sustainable Equity Global

14.0%

02. UBS - ETF MSCI World Socially Responsible

14.0%

03. Mirova Global Sustainable Equity Fund

7.5%

04. RBC Vision Global Horizon Equity

7.5%

05. AAMMF Parnassus US Sustainable Equities

16.0%

06. UBS - ETF MSCI USA Socially Responsible

16.0%

07. UBS - ETF MSCI Pacific Socially Responsible

5.0%

08. Nordea 1 Global Climate and Environment Fund

9.0%

09. Robeco Sustainable Water

7.0%

10. Liontrust Sustainable Future Global Growth Fund

4.0%

* Sample Portfolio update to 30 September 2019.
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GLOBAL

01

LGT Sustainable Equity Global
LGT Sustainable Equity Global is an actively managed
equity portfolio consisting of 40-70 positions.
LGT strongly believes that ESG is a long-term performance
driver and at the same time reduces reputational risks for
the investor.
The fund’s main objective is to invest sustainably whilst
outperforming the broader global equity index.
The team complement strong fundamental analysis with
key sustainability criteria in order to arrive at their stock
selection. This is a relatively style-neutral, core strategy with
a quality bias.
Historically the fund has exhibited low beta, lower volatility
than peers and excellent risk-adjusted strong long-term
performance, especially in down markets.

02

UBS - ETF MSCI World
Socially Responsible
This passive ETF provides broad global equity market
exposure at a low cost, while benefiting from MSCI’s bestin-class ESG screening.
The portfolio focuses on the top 25% of companies as
rated by their sustainable and responsible criteria, while
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remaining relatively neutral at a country and sector
level. Position sizes are capped at 5%, preventing any
excessive exposure to the larger players within this more
concentrated investment universe.

03

Mirova Global Sustainable
Equity Fund
The Mirova Global Sustainable Equity Fund is a high
conviction portfolio of approximately 50 stocks which
aims to outperform a broad global equity index over a full
market cycle.
The team aims to maximize exposure to companies with
a positive impact on the UN Sustainable Development
Goals, while avoiding those whose activities or products
inhibit the achievement of the goals. The managers
use a thematic approach in idea generation, investing
in companies they believe offer solutions to the major
transitions the world is going through: demographic,
environmental, technological and governance.
The managers conduct detailed fundamental research in
selecting companies that it believes are well-managed, are
expected to benefit from strong, sustainable competitive
advantages, and have demonstrated a solid financial
structure while avoiding irresponsible risks.

The portfolio exhibits a growth bias and comes with an
extensive track record of strong risk-adjusted performance.

04

RBC Vision Global Horizon Equity
This high conviction, concentrated fund seeks to provide
an above average rate of return and long-term capital
appreciation while maintaining a responsible and
sustainable investment approach.
The team look for companies exhibiting strong competitive
dynamics with attractive valuation upside: sustainable
business models, market share opportunity, growing endmarkets and responsible management.
In addition to assessing each company’s ESG practices,
the fund will not invest in any issuers directly involved in
extracting, processing or transporting coal, oil or natural
gas (“fossil fuels”), or issuers included in “The Carbon
Underground 200.”
Given its preference for competitive dynamics, the portfolio
shows a strong growth bias and the strategy has a long
track record of outperformance.
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REGIONAL

05

AAMMF Parnassus US
Sustainable Equity
The Parnassus US Sustainable Equity Fund invests in
U.S. large cap companies with long-term competitive
advantages and relevancy, quality management teams and
positive ESG attributes.
The portfolio is composed of high quality companies
that the team believe have a relatively narrow range of
expected investment outcomes.
The strong quality bias with this fund means volatility and
beta are significantly lower than the market, in line with the
fund’s overall goal of protecting capital during significant
market declines.
The strategy has a track record dating back to 1992 and
has historically shown excellent risk-adjusted performance,
particularly during market drawdowns.
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06

UBS - ETF MSCI USA Socially
Responsible
This passive ETF provides broad US equity market
exposure at a low cost, while benefiting from MSCI’s bestin-class ESG screening.
The portfolio focuses on the top 25% of companies as
rated by their sustainable and responsible criteria, while
remaining relatively neutral at a country and sector level.
Position sizes are capped at 5%, preventing any
excessive exposure to the larger players within this more
concentrated investment universe.

07

UBS - ETF MSCI Pacific Socially
Responsible
This passive ETF provides broad Pacific equity market
exposure at a low cost, while benefiting from MSCI’s best-inclass ESG screening.
The portfolio focuses on the top 25% of companies as rated
by their sustainable and responsible criteria, while remaining
relatively neutral at a country and sector level.
Position sizes are capped at 5%, preventing any excessive
exposure to the larger players within this more concentrated
investment universe.
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THEMATIC

08

Nordea 1 Global Climate
and Environment Fund
The Nordea 1 Global Climate and Environment Fund
invests in businesses operating in resource efficiency,
environmental protection and alternative energy.
The team seek to identify companies which, through their
climate solutions, are changing the world for the better.
The fund targets attractive returns by recognising the
research gap in this area and delivering a concentrated
portfolio of high conviction investment ideas.
The fund has no direct exposure to oil, coal or nuclear
energy. Typically the fund has a mid-cap growth bias with a
particularly strong focus on the Technology and Industrials
sectors.
The fund launched in 2008 and has a long track record of
strong risk-adjusted performance.
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09

Robeco Sustainable Water
The rationale for this position is the growth opportunity
arising from the growing demand for water solutions:
population growth, urbanisation and water-intensive dietary
changes are all contributing to rising industrial water
demand.
The RobecoSAM Sustainable Water Strategy invests
globally in companies offering products and services that
address the challenges related to the quantity, quality and
allocation of water.
The strategy employs a bottom-up stock selection process
and seeks to achieve long-term capital appreciation
through investments in sustainable companies active along
the entire water value chain.
The fund’s areas of primary focus are wastewater treatment,
water analytics and infrastructure.

10

Liontrust Sustainable Future
Global Growth Fund
This is a thematic global equity fund which focuses on
identifying
The team’s approach seeks to generate strong returns
while benefiting society through identifying long-term
transformative developments and investing in companies
that have a positive impact and can make for attractive and
sustainable investments.
The process is based on the belief that in a fast-changing
world, the companies that will survive and thrive are those
which improve people’s quality of life, drive improvements
in the efficiency with which we use increasingly scarce
resources, and help to build a more stable, resilient and
prosperous economy.
The portfolio is relatively concentrated with c.50 positions
and exhibits a consistent growth bias.
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Portfolio overview
Portfolio Constituents

90

1

AAF-Parnassus US Sustainable Eqs F €

16.00

2

UBS ETF MSCI USA SRI USD A dis

16.00

3

LGT Sustainable Equity Global A EUR

14.00

70

4

UBS ETF MSCI World SRI USD A dis

14.00

60

5

Nordea 1 - Global Climate & Envir BI EUR

9.00

50

6

RBC Funds (Lux)Vsn Glb Hrzn Eq O USD Cap

7.50

40

7

Mirova Global Sust Eq I/A EUR

7.50

30

8

RobecoSAM Sustainable Water C EUR

7.00

20

9

UBS ETF MSCI Pacific SRI USD A dis

5.00

10

4.00

0

80

2.82%

* Sample Portfolio update to 30 September 2019.
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Equity Style Box
Sample Portfolio

Sample Portfolio
Constituents

Benchmark

Giant

STYLE BREAKDOWN

Large

4 9

7 6

3

10

Micro

Small

Mid

8

5

Deep
value

Core
value

Blend

Core
growth

High
growth

Large Value

14.45

Large Core

30.23

Large Growth

32.48

Mid Value

5.63

Mid Core

7.29

Mid Growth

7.62

Small Value

1.01

Small Core

0.84

Small Growth

0.45

Large Cap

77.17

Mid-Small Cap

22.83

Value

21.09

Core

38.36

Growth

40.55

SAMPLE PORTFOLIO CONSTITUENTS*
1 AAF-Parnassus US Sustainable Eqs F €
2 UBS ETF MSCI USA SRI USD A dis
3 LGT Sustainable Equity Global A EUR

% PORTFOLIO*

* Sample Portfolio update to 30 September 2019.

4 UBS ETF MSCI World SRI USD A dis
5 Nordea 1 - Global Climate & Envir BI EUR
6 RBC Funds (Lux)Vsn Glb Hrzn Eq O USD Cap

7 Mirova Global Sust Eq I/A EUR
8 RobecoSAM Sustainable Water C EUR
9 UBS ETF MSCI Pacific SRI USD A dis

10 Liontrust Sust Fut Glbl Gr 2 Net Acc
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Equity component
WORLD REGION
BREAKDOWN
The portfolio has a macro exposure focused mainly on
Americas, ca. 65% of total asset, especially on North
America.
The exposure on EMEA area is ca. 21%, focused mainly
on Europa Developed.
The exposure on Asia is currently limited and mainly
focused on Japan.

WORLD REGION BREAKDOWN

21
21%
EMEA

65
65%

1313%
ASIA

Americas

% PORTFOLIO*
65.59

North America

65.51

Latin America

0.08

Emea

21.17

United Kingdom

5.02

Europa Developed

15.36

Europa Emerging

0.04

Africa/Middle East

0.74

Greater Asia

13.24

Japan

7.57

Australasia

2.30

Asia Developed

1.94

Asia Emerging

1.43

NORTH
AMERICA
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* Sample Portfolio update to 30 September 2019.
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Componente azionaria
EQUITY SECTOR
BREAKDOWN
Sector by sector, the main exposure is on equities
belonging to the Tech industry, followed by Healthcare,
Industrials and Financial Services.
It should be noted that ca. 28% of the portfolio has a
defensive component (exposure on Healthcare, Consumer Defensive and Utilities).

Cyclical
Basic Matls

14
14%

HEALTHCARE

19
19% 13
13%
TECHNOLOGY

INDUSTRIALS

7.61
10.34

Financial Svcs

13.56

Sensitive

3.34

37.05

Comm Svcs

1.29

Energy

2.37

Industrials

13.72

Technology

19.67

Defensive

28.09

Cons Defensive

9.42

Healthcare

14.24

Utilities

* Sample Portfolio update to 30 September 2019.

34.85

Cons Cyclical

Real Estate

EQUITY COMPONENT

% PORTFOLIO*

4.43
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Risk-Return
Sample Portfolio
Constituents

Sample Portfolio

Risk-Free Rate

17.00

10

14.00

4

11.00

3 Yr Total Return %

3

7

2
5

8

8.00

9
5.00

2.00

-1.00
0.00

2.00

4.00

6.00

8.00

10.00

12.00

14.00

16.00

*where the 3-year data was not available, the
"return from inception date" data was used.

3 Yr Std Deviation %

SAMPLE PORTFOLIO CONSTITUENTS**
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1 AAF-Parnassus US Sustainable Eqs F €
2 UBS ETF MSCI USA SRI USD A dis
3 LGT Sustainable Equity Global A EUR

** Sample Portfolio update to 30 September 2019.

4 UBS ETF MSCI World SRI USD A dis
5 Nordea 1 - Global Climate & Envir BI EUR
6 RBC Funds (Lux)Vsn Glb Hrzn Eq O USD Cap

7 Mirova Global Sust Eq I/A EUR
8 RobecoSAM Sustainable Water C EUR
9 UBS ETF MSCI Pacific SRI USD A dis

10 Liontrust Sust Fut Glbl Gr 2 Net Acc
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Statistics

From a statistical standpoint, the portfolio shows a
potential to protect the capital among periods of
elevated negative volatility, especially in the medium
and long-term.

STATISTICS

1Y*

3Y*

5Y*

0.98

0.97

0.97

Up Capture Ratio

105.71

99.85

102.95

Down Capture Ratio

92.74

91.38

91.48

Standard Deviation

16.15

10.78

11.82

Sharpe Ratio

0.76

1.17

1.06

Sortino Ratio

1.14

1.92

1.73

Worst Month

-8.48

-8.48

-8.48

Max Drawdown

-10.76

-10.76

-11.08

Relative Statistics
Beta

EFFECTIVE
CAPITAL
DEFENSE
HIGH
VOLATILITY
High market
negative volatility

The Shape and Sortino index also show a potential to
reach attractive returns once the risk adjustment is settled.

Risk Statistics

In the last three and five years the Shape Ratio equaled
to 1,17. The same data emerges considering only the
downside volatility. The Sortino index equaled to 1,92
in three years and 1,73 in five years. This shows the
portfolio’s potential protection when called upon.

* Sample Portfolio update to 30 September 2019.
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finecoassetmanagement.com
info@finecoassetmanagement.com
Fineco Asset Management D.A.C.
One CustomHouse Plaza,
IFSC, D1, Dublin, Ireland

FAM Sustainable is a sub-fund for Core Series, a UCITS Fund domiciled in Luxembourg. Fineco Asset Management D.A.C is part of the FinecoBank Group. Fineco Asset Management D.A.C.
is regulated by the Central Bank of Ireland.
Warnings. Before subscribing, read the KIIDs that the Fineco's financial advisors provide before subscribing, and the Prospectus, which is available on the website: www.finecobank.com,
and on the website finecoassetmanagement.com. The value of the investment and the resulting return may increase as well as decrease; at the time of redemption the investor may receive
a lower amount than originally invested.
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FAM Sustainable is a sub-fund for Core Series, a UCITS Fund domiciled in Luxembourg. Fineco Asset Management D.A.C. is regulated by the Central Bank of Ireland.

