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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][bookmark: _Hlk125101526][bookmark: _Hlk125100924][image: ] The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 15% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target 2022” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to a diversified portfolio of Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). The Longer Term Strategies are made up of Underlying Funds that provide the Fund with a mixed exposure to certain asset classes while respecting the investment limits outlined in the Supplement. 

As part of the Longer Term Strategies, the Fund may invest up to 100% of the Fund’s assets in Underlying Funds that provide exposure to equities issued by companies incorporated anywhere in the world, and which take account of a number of ESG factors, as further described in the Supplement. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated the ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 15% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

15%*.

What is the minimum share of socially sustainable investments?

15%*

*The Fund commits to invest at least 15% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125021149]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

[bookmark: _Hlk125100795][bookmark: _Hlk125101064]Due diligence on underlying assets is carried out by reference to:



Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes
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How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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[bookmark: _Hlk124409874]Sustainability related disclosures

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk127864930][bookmark: _Hlk127864637][bookmark: _Hlk127871953][bookmark: _Hlk127545818][bookmark: _Hlk127863950]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund does not commit to making sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



[bookmark: _Hlk127863995]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets. 







B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

Not Applicable

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Not Applicable

How does this financial product take into account principal adverse impacts on sustainability factors?

Not Applicable

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Not Applicable





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Positive Screening: Consideration of ESG factors are a key element of portfolio construction. The Manager will determine how such companies integrate E&S characteristics by analysing E&S ratings attributed to such companies with the exclusion of E&S “laggards” from the Fund’s investment portfolio. By incorporating positive E&S factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a more positive impact on the environment or society at large. 





2. Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on selecting more positive issuers demonstrating better E&S Characteristics.





3. Negative Screening (Norm-based exclusions): For direct holdings the Manager (see link to Exclusion Policy for more information) applies norms-based exclusions. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve long-term capital growth. 

The Fund seeks to achieve its investment objective by investing at least two-thirds of its Net Asset Value in equities of companies all over the world but mainly in mature economies (developed markets). The Fund is an all cap fund, which may invest in large cap companies, as well as, small and mid-cap companies. 

The Manager systematically includes ESG analysis in its investment decision making process pertaining by relying on certain ESG screenings, practices and factors, which are summarised as follows and that can also be found in more detail on the Manager’s website at the following link: https://finecoassetmanagement.com/sustainability/; 



ESG Screenings



1. Exclusion screenings: in the process of selection of the permitted instruments, the Manager - in accordance with its exclusion policy (the “Exclusion Policy”), may identify issuers that are allegedly involved in breaches of international norms on, for example, environmental protection, human rights, labour standards and anti-corruption. If an issuer is identified in this screening process, action is taken by the Manager that may lead to the exclusion of such entity from the investment universe of the Fund. 



The exclusions specifically covered by the Manager’s Exclusion Policy currently include: 

a. Issuers that breach the principles of the United Nations Global Compact (UNGC); 

b. Issuers involved in the manufacture or product life cycle of controversial weapons (such as but not limited to chemical weapons, cluster munitions and landmines); 

c. Issuers deriving a certain percentage of their revenue from the production of tobacco or from other type of involvement in the life cycle of tobacco products such as distribution or licencing activities; 

d. Issuers that derive a certain percentage of their revenue from thermal coal extraction and/or arctic drilling; 

e. Issuers that contravene the UNGC labour-related principles and International Labour Organisation’s (“ILO”) broader set of labour standards. 



2. ESG Assessment: The Manager selects those securities for the Fund that show sound fundamentals and higher ESG scores, while being valued at a discount to the Manager’s assessment of intrinsic value. 



The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described herein are systematically integrated throughout the Fund’s investment process.



What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?



a. Minimum underlying security score of BB by MSCI ESG manager (or an other corresponding rating from a similar rating provider) for each Fund security; 



b. Exclusion Policy The Manager’s exclusion policy applies and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein. 





What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance.



Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability.



































E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Fund aims to invest:

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 



The asset allocation may change over time and percentages may be updated in the prospectus from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate company or third-party data.



How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

Not applicable

What is the minimum share of socially sustainable investments?

Not applicable

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for

liquidity purposes and derivatives which may be used for investment, risk reduction and

hedging purposes.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data received from third party data provider/s): 

i) The minimum Fund level ESG score; 

ii) The percentage of the Fund rated above BB by MSCI ESG Manager (or an other corresponding rating from a similar rating provider) and; 

iii) The percentage of the Fund investment universe subject to the Manager’s exclusion policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

[bookmark: _Hlk127864609]The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127863740][bookmark: _Hlk127864092]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127863795][bookmark: _Hlk127864102]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127870966][bookmark: _Hlk127863806]Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.







J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk127863823]Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security.






K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

[bookmark: _Hlk127871891][bookmark: _Hlk127863831]No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)


[bookmark: _Hlk127864541]Not applicable.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes
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How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (Including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk127864930][bookmark: _Hlk124422157][bookmark: _Hlk127545818][bookmark: _Hlk127863950]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund does not commit to making sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

[bookmark: _Hlk127863995]
The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets. 





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

Not Applicable

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Not Applicable

How does this financial product take into account principal adverse impacts on sustainability factors?

Not Applicable

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Not Applicable





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Positive Screening: Consideration of environmental, social and governance (“ESG”) factors is a key element of portfolio construction. The equity instruments in which the Fund invests must be issued by companies that are only listed in ESG screened indices which promote environmental and/or social characteristics, such as the MSCI Europe ESG Screened Index. In addition, the Manager will also determine how such companies integrate environmental and/or social characteristics by analysing ESG ratings attributed to such companies by the Manager and/or third party data providers with the exclusion of ESG “laggards” from the Fund’s direct investment portfolio. By incorporating positive ESG factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a positive impact on the environment or society at large.





2. Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund’s portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control introduces a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers to select more positive issuers, demonstrating better environmental and/or social Characteristics.





3. Negative Screening (Norm-based exclusions): For direct holdings, the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which it [or its clients] deems incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide Exclusion Policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund follows an investment strategy which seeks to provide long term capital

appreciation. 



The Manager systematically includes ESG analysis in its investment decision making process pertaining by relying on certain ESG screenings, practices and factors, which are summarised as follows and that can also be found in more detail on the Manager’s website at the following link: https://finecoassetmanagement.com/sustainability/; 



ESG Screenings



1. Exclusion screenings: in the process of selection of the permitted instruments, the Manager - in accordance with its exclusion policy (the “Exclusion Policy”), may identify issuers that are allegedly involved in breaches of international norms on, for example, environmental protection, human rights, labour standards and anti-corruption. If an issuer is identified in this screening process, action is taken by the Manager that may lead to the exclusion of such entity from the investment universe of the Fund.



The exclusions specifically covered by the Manager’s Exclusion Policy currently include:

a. Issuers that breach the principles of the United Nations Global Compact(UNGC);

b. Issuers involved in the manufacture or product life cycle of controversial weapons (such as but not limited to chemical weapons, cluster munitions and landmines);

c. Issuers deriving a certain percentage of their revenue from the production of tobacco or from other type of involvement in the life cycle of tobacco products such as distribution or licencing activities;

d. Issuers that derive a certain percentage of their revenue from thermal coal extraction and/or arctic drilling;

e. Issuers that contravene the UNGC labour-related principles and International Labour Organisation’s (“ILO”) broader set of labour standards.



2. ESG Assessment: the Manager selects those securities for the Fund that show sound fundamentals and high ESG scores, while being valued at a discount to the Manager’s assessment of intrinsic value.



The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?





a. Directly held equity investments of the Fund will only be drawn from constituents of ESG screened indices that integrate environmental and social characteristics;

b. Minimum underying security score of BB by MSCI ESG manager (or an other corresponding rating from a similar rating provider) for each Fund security;

c. Exclusion Policy

The Manager’s exclusion policy applies and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.





What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on signatory status to Paris Alignment and Freedom House Status.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring

the Fund portfolio against mandatory and additional PAI indicators. Information

on how the principal adverse impacts were taken into account will be provided

in the Fund’s annual report. The PAI indicators that are taken into consideration

are subject to data availability and may evolve with improving data quality and

availability.





E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund.



The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure.



The asset allocation may change over time and percentages may be updated in the prospectus from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

The Fund can gain exposure through derivatives to certain ESG screened indices. However, the Manager has determined that it is more appropriate not to look through derivatives employed by its Funds’ under management in order to assess the attainment of environmental or social characteristics. Thus, the Fund does not use derivatives to attain the environmental or social characteristics promoted by the Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

Not applicable

What is the minimum share of socially sustainable investments?

Not applicable

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund may principally use derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with E&S characteristics promoted by the Fund and not the underying derivative exposure.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data receievd from third party data provider/s):

i. The minimum Fund level ESG score;

ii. The percentage of the Fund invested in ESG screened index constituents which demonstrates the Fund’s postive ESG tilt;

iii. The underying direct holdings of the Fund being rated above BB by MSCI ESG Manager (or an other corresponding rating from a similar rating provider) and

iv. The percentage of the Fund investment universe subject to the Manager’s exclusion policy. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

[bookmark: _Hlk127864609]The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127863740][bookmark: _Hlk127864092]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127863795][bookmark: _Hlk127864102]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127870966][bookmark: _Hlk127863806]Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk127863823][bookmark: _Hlk127864516]Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

[bookmark: _Hlk127864541]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.



L. Reference Benchmark

Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds*, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than

sovereign bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
up to
Other investments up to Other investments o
100% —

* For the purpose of these graphs, ‘sovereign bonds’ consist of all sovereign exposures
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Investments .

20% Other

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the
environmental or social characteristics promoted by the financial product.

#20ther includes the remaining investments of the financial product which are neither aligned with the
environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social
characteristics that do not qualify as sustainable investments.







image50.emf
SRD_Fineco AM  Smart Factors US Fund.docx


SRD_Fineco AM Smart Factors US Fund.docx
[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk127864930][bookmark: _Hlk127864637][bookmark: _Hlk124422157][bookmark: _Hlk127545818][bookmark: _Hlk127863950]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Sustainable Investments, Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund will have a minimum proportion of 15% of sustainable investments

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

[bookmark: _Hlk127863995]
The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets. 





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. The Fund will assess the issuer of the underlying security and will only classify investment in issuers that meet the below criteria as sustainable investments in line with Article 2 (17) of SFDR:

a. Made in investee companies that demonstrate good governance;

b. Operate in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. The investee companies makes a positive contribution towards an environmental and/or social objective. The Manager has flexibility to allocate between underlying holdings with an environmental and/or a social objective. The Manager is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental and/or social sustainable investment objective based on screening applied by the Manager through its Exclusion Policy.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at portfolio level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or its peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine what the Manager can improve at Fund level and where the Manager can engage with relevant issuers to improve on such indicators.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through ensuring that the sustainable investments that the Manager makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in investee companies that demonstrates that they do no signifcant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Positive Screening: Consideration of environmental, social and governance (“ESG”) factors is a key element of portfolio construction. The equity instruments in which the Fund invests must be issued by companies that are only listed in ESG screened indices which promote environmental and/or social characteristics, such as the MSCI Europe ESG Screened Index. In addition, the Manager will also determine how such companies integrate environmental and/or social characteristics by analysing ESG ratings attributed to such companies by the Manager and/or third party data providers with the exclusion of ESG “laggards” from the Fund’s direct investment portfolio. By incorporating positive ESG factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a positive impact on the environment or society at large.



2. Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund’s portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control introduces a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers to select more positive issuers, demonstrating better environmental and/or social Characteristics.





3. Negative Screening (Norm-based exclusions): For direct holdings, the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which it [or its clients] deems incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide Exclusion Policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived..



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund follows an investment strategy which seeks to provide long term capital appreciation.



The Manager systematically includes ESG analysis in its investment decision making process pertaining by relying on certain ESG screenings, practices and factors, which are summarised as follows and that can also be found in more detail on the Manager’s website at the following link: https://finecoassetmanagement.com/sustainability/; 



ESG Screenings



1. Exclusion screenings: in the process of selection of the permitted instruments, the Manager - in accordance with its exclusion policy (the “Exclusion Policy”), may identify issuers that are allegedly involved in breaches of international norms on, for example, environmental protection, human rights, labour standards and anti-corruption. If an issuer is identified in this screening process, action is taken by the Manager that may lead to the exclusion of such entity from the investment universe of the Fund.



The exclusions specifically covered by the Manager’s Exclusion Policy currently include:

a. Issuers that breach the principles of the United Nations Global Compact(UNGC);

b. Issuers involved in the manufacture or product life cycle of controversial weapons (such as but not limited to chemical weapons, cluster munitions and landmines);

c. Issuers deriving a certain percentage of their revenue from the production of tobacco or from other type of involvement in the life cycle of tobacco products such as distribution or licencing activities;

d. Issuers that derive a certain percentage of their revenue from thermal coal extraction and/or arctic drilling;

e. Issuers that contravene the UNGC labour-related principles and International Labour Organisation’s (“ILO”) broader set of labour standards.



2. ESG Assessment: the Manager selects those securities for the Fund that show sound fundamentals and high ESG scores, while being valued at a discount to the Manager’s assessment of intrinsic value.



The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?





a. Directly held equity investments of the Fund will only be drawn from constituents of ESG screened indices that integrate environmental and social characteristics;

b. Minimum underying security score of BB by MSCI ESG manager (or an other corresponding rating from a similar rating provider) for each Fund security;

c. Exclusion Policy

The Manager’s exclusion policy applies and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.





What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on signatory status to Paris Alignment and Freedom House Status. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, PAIs are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The specific PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability.





E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Financial product also comments to a minimum

proportion of 15% in sustainable investments.

The asset allocation may change over time and percentages may be updated in the prospectus from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third party data. 

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

The Fund can gain exposure through derivatives to certain ESG screened indices. However, the Manager has determined that it is more appropriate not to look through derivatives employed by its Funds’ under management in order to assess the attainment of environmental or social characteristics. Thus, the Fund does not use derivatives to attain the environmental or social characteristics promoted by the Fund. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

15%

What is the minimum share of socially sustainable investments?

15%*

*The Fund commits to invest at least 15% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities. 

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underying derivative exposure.



Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data received from third party data provider/s):

i. The minimum Fund level ESG score;

ii. The percentage of the Fund invested in ESG screened index constituents which demonstrates the Fund’s postive ESG tilt;

iii. The percentage of the Fund invested in sustainable investments;

iv. The underying direct holdings of the Fund being rated above BB by MSCI ESG Manager (or an other corresponding rating from a similar rating provider); and

v. The percentage of the Fund investment universe subject to the Manager’s Exclusion Policy. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

[bookmark: _Hlk127864609]The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.







G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127863740][bookmark: _Hlk127864092]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127863795][bookmark: _Hlk127864102]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk127863823][bookmark: _Hlk127864516]Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 






K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

[bookmark: _Hlk127863831]No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

[bookmark: _Hlk127864541]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.

image5.PNG

The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds*, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than

sovereign bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
up to
Other investments up to Other investments o
100% —

* For the purpose of these graphs, ‘sovereign bonds’ consist of all sovereign exposures
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#1A 15% Sustainable

#18.65% Other E/S
Investments il characteristics

20% Other

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the
environmental or social characteristics promoted by the financial product.

#20ther includes the remaining investments of the financial product which are neither aligned with the
environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social
characteristics that do not qualify as sustainable investments.
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk127864930][bookmark: _Hlk127864637][bookmark: _Hlk124422157][bookmark: _Hlk127545818][bookmark: _Hlk127863950]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Sustainable Investments, Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund will have a minimum proportion of 20% of sustainable investments

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

[bookmark: _Hlk127863995]
The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets. 





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. The Fund will assess the issuer of the underlying security and will only classify investment in issuers that meet the below criteria as sustainable investments in line with Article 2 (17) of SFDR:

a. Made in investee companies that demonstrate good governance;

b. Operate in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. The investee companies makes a positive contribution towards an environmental and/or social objective. The Manager has flexibility to allocate between underlying holdings with an environmental and/or a social objective. The Manager is not required to favour any specific type of sustainable investment. 

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental and/or social sustainable investment objective based on screening applied by the Manager through its Exclusion Policy. 

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at portfolio level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or its peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine what the Manager can improve at Fund level and where the Manager can engage with relevant issuers to improve on such indicators. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through ensuring that the sustainable investments that the Manager makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in investee companies that demonstrates that they do no signifcant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Sustainable Investments: The Fund partially invests in sustainable investments as

defined as investment in companies and issuers that contribute to an environmental

and/or social objective, while doing no significant harm.



2. Positive Screening: Consideration of environmental, social and governance (“ESG”) factors is a key element of portfolio construction. The equity instruments in which the Fund invests must be issued by companies that are only listed in ESG screened indices which promote environmental and/or social characteristics, such as the MSCI Europe ESG Screened Index. In addition, the Manager will also determine how such companies integrate environmental and/or social characteristics by analysing ESG ratings attributed to such companies by the Manager and/or third party data providers with the exclusion of ESG “laggards” from the Fund’s direct investment portfolio. By incorporating positive ESG factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a positive impact on the environment or society at large.



3. Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund’s portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control introduces a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers to select more positive issuers, demonstrating better environmental and/or social Characteristics.





4. Negative Screening (Norm-based exclusions): For direct holdings, the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which it [or its clients] deems incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide Exclusion Policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund follows an investment strategy which seeks to provide long term capital appreciation.



The Manager systematically includes ESG analysis in its investment decision making process pertaining by relying on certain ESG screenings, practices and factors, which are summarised as follows and that can also be found in more detail on the Manager’s website at the following link: https://finecoassetmanagement.com/sustainability/; 



ESG Screenings



1. Exclusion screenings: in the process of selection of the permitted instruments, the Manager - in accordance with its exclusion policy (the “Exclusion Policy”), may identify issuers that are allegedly involved in breaches of international norms on, for example, environmental protection, human rights, labour standards and anti-corruption. If an issuer is identified in this screening process, action is taken by the Manager that may lead to the exclusion of such entity from the investment universe of the Fund.



The exclusions specifically covered by the Manager’s Exclusion Policy currently include:

a. Issuers that breach the principles of the United Nations Global Compact(UNGC);

b. Issuers involved in the manufacture or product life cycle of controversial weapons (such as but not limited to chemical weapons, cluster munitions and landmines);

c. Issuers deriving a certain percentage of their revenue from the production of tobacco or from other type of involvement in the life cycle of tobacco products such as distribution or licencing activities;

d. Issuers that derive a certain percentage of their revenue from thermal coal extraction and/or arctic drilling;

e. Issuers that contravene the UNGC labour-related principles and International Labour Organisation’s (“ILO”) broader set of labour standards.



2. ESG Assessment: the Manager selects those securities for the Fund that show sound fundamentals and high ESG scores, while being valued at a discount to the Manager’s assessment of intrinsic value.



The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?





a. Directly held equity investments of the Fund will only be drawn from constituents of ESG screened indices that integrate environmental and social characteristics;

b. Minimum underying security score of BB by MSCI ESG manager (or an other corresponding rating from a similar rating provider) for each Fund security;

c. Exclusion Policy

The Manager’s exclusion policy applies and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.





What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on signatory status to Paris Alignment and Freedom House Status. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, PAIs are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The specific PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability.





E. Proportion of Investments



What is the planned asset allocation for this financial product?

[image: Text
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The Fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 20% in sustainable investments. 

The asset allocation may change over time and percentages may be updated in the prospectus from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data.



How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

The Fund can gain exposure through derivatives to certain ESG screened indices. However, the Manager has determined that it is more appropriate not to look through derivatives employed by its Funds’ under management in order to assess the attainment of environmental or social characteristics. Thus, the Fund does not use derivatives to attain the environmental or social characteristics promoted by the Fund. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

[image: Graphical user interface
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

20%* 

What is the minimum share of socially sustainable investments?

20%* 

*The Fund commits to invest at least 20% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities. 

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents

for liquidity purposes and derivatives which may be used for investment, risk reduction

and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure.



Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data received from third party data provider/s):

i. The minimum Fund level ESG score;

ii. The percentage of the Fund invested in ESG screened index constituents which demonstrates the Fund’s postive ESG tilt;

iii. The percentage of the Fund invested in sustainable investments;

iv. The underying direct holdings of the Fund being rated above BB by MSCI ESG Manager (or an other corresponding rating from a similar rating provider); and 

v. The percentage of the Fund investment universe subject to the Manager’s Exclusion Policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

[bookmark: _Hlk127864609]The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127863740][bookmark: _Hlk127864092]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127863795][bookmark: _Hlk127864102]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk127863823][bookmark: _Hlk127864516]Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 







K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

[bookmark: _Hlk127863831]No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

[bookmark: _Hlk127864541]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.





L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds*, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than

sovereign bonds.
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* For the purpose of these graphs, ‘sovereign bonds’ consist of all sovereign exposures
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#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the
environmental or social characteristics promoted by the financial product.

#20ther includes the remaining investments of the financial product which are neither aligned with the
environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social
characteristics that do not qualify as sustainable investments.
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk127864930][bookmark: _Hlk127864637][bookmark: _Hlk127871953][bookmark: _Hlk127545818][bookmark: _Hlk127863950][bookmark: _Hlk127872501][bookmark: _Hlk127863978][bookmark: _Hlk127870678][bookmark: _Hlk127871964]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund does not commit to making sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure.



[bookmark: _Hlk127863995][bookmark: _Hlk127870844]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets. 










B. No sustainable Investment Objective

[bookmark: _Hlk127872508]The Fund promotes environmental or social characteristics but does not have as its objective sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

Not applicable.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Not applicable.

How does this financial product take into account principal adverse impacts on sustainability factors?

Not applicable.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Not applicable.





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Positive Screening: 

Consideration of ESG factors is a key element of portfolio construction. The equity instruments in which the Fund invests must be issued by companies that are only listed in ESG screened indices which promote environmental and/or social characteristics, such as the MSCI Europe ESG Screened Index. In addition, the Manager will also determine how such companies integrate environmental and/or social characteristics by analysing ESG ratings attributed to such companies by the Manager and/or third party data providers with the exclusion of ESG “laggards” from the Fund’s direct investment portfolio. By incorporating positive ESG factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a positive impact on the environment or society at large. 





2. Fund Level ESG Scoring: 

A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund’s portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control introduces a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers to select more positive issuers, demonstrating better environmental and/or social Characteristics. 



3. Negative Screening (Norm-based exclusions): For direct holdings, the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which it or its clients deems incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide Exclusion Policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund follows an investment strategy which seeks to provide Shareholders with a Dividend and which seeks to provide a positive return at the Maturity Date linked to the Basket exposure. The Funding Investments of the Fund are used to receive a pay out from an OTC counterparty and to facilitate the obtaining of the Basket exposure. In selecting the Equity Instruments, an emphasis will be placed on how the relevant company integrates ESG risks and opportunities into its corporate strategy (e.g., a realistic assessment of long-term ESG risks and opportunities, increased transparency into the company’s ESG practices, management teams with aligned incentives, better governance practices, and thoughtful resource allocation). The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described herein are systematically integrated throughout the Fund’s investment process.



What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?



a. The Equity Instruments will be made up of a minimum of 70% exposure to developed market companies which take account of ESG factors; 

b. Direct equity investments of the Fund will only be drawn from constituents of ESG screened indices; 

c. Minimum underlying security score of BB by MSCI ESG manager (or another corresponding rating from a similar rating provider) for each Fund security; 

d. Exclusion Policy 

The Manager’s Exclusion Policy applies and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.



What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or another corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on signatory status to Paris Alignment and Freedom House Status.



Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the investments against any applicable mandatory and additional PAI indicators. 

Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report.







E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Fund aims to invest:

At least 80% of the Fund’s investments will be aligned with the environmental and/or social characteristics promoted by the Fund. 



The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure. 



The asset allocation may change over time and percentages may be updated in the Supplement from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

The Fund gains exposure through the Basket (which is a derivative exposure) to certain ESG screened indices. However, the Manager has determined that it is more appropriate not to look through derivatives employed by its Funds under management in order to assess the attainment of environmental and/or social characteristics. Thus, the Fund does not use derivatives to attain the environmental or social characteristics promoted by the Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

Not applicable.

What is the minimum share of socially sustainable investments?

Not applicable.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure. 



Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data received from third party data provider/s): 

i) The minimum Fund level ESG score; 

ii) The percentage of the Fund invested in ESG screened index constituents which demonstrates the Fund’s positive ESG tilt; 

iii) The underlying direct holdings of the Fund being rated above BB by MSCI ESG Manager (or another corresponding rating from a similar rating provider); and 

iv) The percentage of the Fund investment universe subject to the Manager’s Exclusion Policy. 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

[bookmark: _Hlk127864609]The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127863740][bookmark: _Hlk127864092]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127863795][bookmark: _Hlk127864102][bookmark: _Hlk127872040]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127870966][bookmark: _Hlk127863806]Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk127863823][bookmark: _Hlk127864516][bookmark: _Hlk127870199]Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 







K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

[bookmark: _Hlk127871891][bookmark: _Hlk127863831]No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

[bookmark: _Hlk127864541]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.





L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental and/or social characteristics that it promotes. 



How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund does not commit to making sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure.


The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets.





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

Not applicable.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Not applicable.

How does this financial product take into account principal adverse impacts on sustainability factors?

Not applicable.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Not applicable.





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Positive Screening: Consideration of ESG factors is a key element of portfolio construction. The equity instruments in which the Fund invests must be issued by companies that are only listed in ESG screened indices which promote environmental and/or social characteristics, such as the MSCI Europe ESG Screened Index. In addition, the Manager will also determine how such companies integrate environmental and/or social characteristics by analysing ESG ratings attributed to such companies by the Manager and/or third party data providers with the exclusion of ESG “laggards” from the Fund’s direct investment portfolio. By incorporating positive ESG factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a positive impact on the environment or society at large.





2. Fund Level ESG Scoring: 

A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund’s portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control introduces a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers to select more positive issuers, demonstrating better environmental and/or social Characteristics. 





1. Negative Screening (Norm-based exclusions): For direct holdings, the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which it or its clients deems incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide Exclusion Policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund follows an investment strategy which seeks to provide Shareholders with a Dividend and which seeks to provide a positive return at the Maturity Date linked to the Basket exposure. The Funding Investments of the Fund are used to receive a pay out from an OTC counterparty and to facilitate the obtaining of the Basket exposure.

In selecting the Equity Instruments, an emphasis will be placed on how the relevant company integrates ESG risks and opportunities into its corporate strategy (e.g., a realistic assessment of long-term ESG risks and opportunities, increased transparency into the company’s ESG practices, management teams with aligned incentives, better governance practices, and thoughtful resource allocation).

The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?



a. The Equity Instruments will be made up of a minimum of 70% exposure to developed market companies which take account of ESG factors; 

b. Direct equity investments of the Fund will only be drawn from constituents of ESG screened indices; 

c. Minimum underlying security score of BB by MSCI ESG manager (or another corresponding rating from a similar rating provider) for each Fund security; 

d. Exclusion Policy 

The Manager’s Exclusion Policy applies and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.



What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or another corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on signatory status to Paris Alignment and Freedom House Status.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the investments against any applicable mandatory and additional PAI indicators. 

Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

[image: Graphical user interface

Description automatically generated]





The Fund aims to invest:

At least 80% of the Fund’s investments will be aligned with the environmental and/or social characteristics promoted by the Fund. 



The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure. 



The asset allocation may change over time and percentages may be updated in the Supplement from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

The Fund gains exposure through the Basket (which is a derivative exposure) to certain ESG screened indices. However, the Manager has determined that it is more appropriate not to look through derivatives employed by its Funds under management in order to assess the attainment of environmental and/or social characteristics. Thus, the Fund does not use derivatives to attain the environmental or social characteristics promoted by the Fund. 



What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

Not applicable.

What is the minimum share of socially sustainable investments?

Not applicable.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure.



Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data received from third party data provider/s): 



i) The minimum Fund level ESG score; 



ii) The percentage of the Fund invested in ESG screened index constituents which demonstrates the Fund’s positive ESG tilt; 



iii) The underlying direct holdings of the Fund being rated above BB by MSCI ESG Manager (or another corresponding rating from a similar rating provider); and 



iv) The percentage of the Fund investment universe subject to the Manager’s Exclusion Policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.  





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.



I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk Team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security.







K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

No, engagement is not part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental and/or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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A. Summary

The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund does not commit to making sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure.


The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  



The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.



The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets.





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

Not applicable.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Not applicable.

How does this financial product take into account principal adverse impacts on sustainability factors?

Not applicable.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Not applicable.





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Positive Screening: Consideration of ESG factors is a key element of portfolio construction. The equity instruments in which the Fund invests must be issued by companies that are only listed in ESG screened indices which promote environmental and/or social characteristics, such as the MSCI Europe ESG Screened Index. In addition, the Manager will also determine how such companies integrate environmental and/or social characteristics by analysing ESG ratings attributed to such companies by the Manager and/or third party data providers with the exclusion of ESG “laggards” from the Fund’s direct investment portfolio. By incorporating positive ESG factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a positive impact on the environment or society at large.





2. Fund Level ESG Scoring: 

A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund’s portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control introduces a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers to select more positive issuers, demonstrating better environmental and/or social Characteristics. 





1. Negative Screening (Norm-based exclusions): For direct holdings, the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which it or its clients deems incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide Exclusion Policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund follows an investment strategy which seeks to provide Shareholders with a Dividend and which seeks to provide a positive return at the Maturity Date linked to the Basket exposure. The Funding Investments of the Fund are used to receive a pay out from an OTC counterparty and to facilitate the obtaining of the Basket exposure.

In selecting the Equity Instruments, an emphasis will be placed on how the relevant company integrates ESG risks and opportunities into its corporate strategy (e.g., a realistic assessment of long-term ESG risks and opportunities, increased transparency into the company’s ESG practices, management teams with aligned incentives, better governance practices, and thoughtful resource allocation).

The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?



a. The Equity Instruments will be made up of a minimum of 70% exposure to developed market companies which take account of ESG factors; 

b. Direct equity investments of the Fund will only be drawn from constituents of ESG screened indices; 

c. Minimum underlying security score of BB by MSCI ESG manager (or another corresponding rating from a similar rating provider) for each Fund security; 

d. Exclusion Policy 

The Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.



What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or another corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on signatory status to Paris Alignment and Freedom House Status.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the investments against any applicable mandatory and additional PAI indicators. 

Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Fund aims to invest:

At least 80% of the Fund’s investments will be aligned with the environmental and/or social characteristics promoted by the Fund. 

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure. 



The asset allocation may change over time and percentages may be updated in the Supplement from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

The Fund gains exposure through the Basket (which is a derivative exposure) to certain ESG screened indices. However, the Manager has determined that it is more appropriate not to look through derivatives employed by its Funds under management in order to assess the attainment of environmental and/or social characteristics. Thus, the Fund does not use derivatives to attain the environmental or social characteristics promoted by the Fund. 



What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

Not Applicable
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

Not applicable.

What is the minimum share of socially sustainable investments?

Not applicable.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure.



Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data received from third party data provider/s): 



i) The minimum Fund level ESG score; 



ii) The percentage of the Fund invested in ESG screened index constituents which demonstrates the Fund’s positive ESG tilt; 



iii) The underlying direct holdings of the Fund being rated above BB by MSCI ESG Manager (or another corresponding rating from a similar rating provider); and 



iv) The percentage of the Fund investment universe subject to the Manager’s Exclusion Policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

[bookmark: _Hlk127357571]The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127357587]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127357599]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127357612]Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk127357626]Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk Team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security.







K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

[bookmark: _Hlk127357642]No, engagement is not part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

[bookmark: _Hlk127357653]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.





L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental and/or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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A. Summary

The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund does not commit to making sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure.


The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  



The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.



The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets.





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

Not applicable.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Not applicable.

How does this financial product take into account principal adverse impacts on sustainability factors?

Not applicable.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Not applicable.





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Positive Screening: 

Consideration of ESG factors is a key element of portfolio construction. The equity instruments in which the Fund invests must be issued by companies that are only listed in ESG screened indices which promote environmental and/or social characteristics, such as the MSCI Europe ESG Screened Index. In addition, the Manager will also determine how such companies integrate environmental and/or social characteristics by analysing ESG ratings attributed to such companies by the Manager and/or third party data providers with the exclusion of ESG “laggards” from the Fund’s direct investment portfolio. By incorporating positive ESG factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a positive impact on the environment or society at large.





2. Fund Level ESG Scoring: 

A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund’s portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control introduces a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers to select more positive issuers, demonstrating better environmental and/or social Characteristics. 





1. Negative Screening (Norm-based exclusions): For direct holdings, the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which it or its clients deems incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide Exclusion Policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund follows an investment strategy which seeks to provide Shareholders with a Dividend and which seeks to provide a positive return at the Maturity Date linked to the Basket exposure. The Funding Investments of the Fund are used to receive a pay out from an OTC counterparty and to facilitate the obtaining of the Basket exposure.

In selecting the Equity Instruments, an emphasis will be placed on how the relevant company integrates ESG risks and opportunities into its corporate strategy (e.g., a realistic assessment of long-term ESG risks and opportunities, increased transparency into the company’s ESG practices, management teams with aligned incentives, better governance practices, and thoughtful resource allocation).

The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described herein are systematically integrated throughout the Fund’s investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?



a. The Equity Instruments will be made up of a minimum of 70% exposure to developed market companies which take account of ESG factors; 

b. Direct equity investments of the Fund will only be drawn from constituents of ESG screened indices; 

c. Minimum underlying security score of BB by MSCI ESG manager (or another corresponding rating from a similar rating provider) for each Fund security; 

d. Exclusion Policy 

The Manager’s Exclusion Policy applies and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.



What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or another corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on signatory status to Paris Alignment and Freedom House Status.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the investments against any applicable mandatory and additional PAI indicators. 

Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Fund aims to invest:

At least 80% of the Fund’s investments will be aligned with the environmental and/or social characteristics promoted by the Fund. 

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure. 



The asset allocation may change over time and percentages may be updated in the Supplement from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

The Fund gains exposure through the Basket (which is a derivative exposure) to certain ESG screened indices. However, the Manager has determined that it is more appropriate not to look through derivatives employed by its Funds under management in order to assess the attainment of environmental and/or social characteristics. Thus, the Fund does not use derivatives to attain the environmental or social characteristics promoted by the Fund. 



What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

Not Applicable
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

Not applicable.

What is the minimum share of socially sustainable investments?

Not applicable.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure.



Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data received from third party data provider/s): 



i) The minimum Fund level ESG score; 



ii) The percentage of the Fund invested in ESG screened index constituents which demonstrates the Fund’s positive ESG tilt; 



iii) The underlying direct holdings of the Fund being rated above BB by MSCI ESG Manager (or another corresponding rating from a similar rating provider); and 



iv) The percentage of the Fund investment universe subject to the Manager’s Exclusion Policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

[bookmark: _Hlk127357571]The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127357587][bookmark: _Hlk127360822]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127357599][bookmark: _Hlk127360830]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127357612]Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk127357626]Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk Team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security.







K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

[bookmark: _Hlk127357642][bookmark: _Hlk127360863]No, engagement is not part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

[bookmark: _Hlk127357653][bookmark: _Hlk127360879]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental and/or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk127545818]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).


The Fund does not commit to making sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.



At least 80% of the Fund’s investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure.



[bookmark: _Hlk127360670][bookmark: _Hlk127361107]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets. 








B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

Not applicable.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Not applicable.

How does this financial product take into account principal adverse impacts on sustainability factors?

Not applicable.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Not applicable.





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Positive Screening: Consideration of ESG factors is a key element of portfolio construction. The equity instruments in which the Fund invests must be issued by companies that are only listed in ESG screened indices which promote environmental and/or social characteristics, such as the MSCI Europe ESG Screened Index. In addition, the Manager will also determine how such companies integrate environmental and/or social characteristics by analysing ESG ratings attributed to such companies by the Manager and/or third party data providers with the exclusion of ESG “laggards” from the Fund’s direct investment portfolio. By incorporating positive ESG factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a positive impact on the environment or society at large.





2. Fund Level ESG Scoring: 

A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund’s portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control introduces a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers to select more positive issuers, demonstrating better environmental and/or social Characteristics.



1. Negative Screening (Norm-based exclusions): For direct holdings, the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which it or its clients deems incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide Exclusion Policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund follows an investment strategy which seeks to provide Shareholders with a Dividend and which seeks to provide a positive return at the Maturity Date linked to the Basket exposure. The Funding Investments of the Fund are used to receive a pay out from an OTC counterparty and to facilitate the obtaining of the Basket exposure.

In selecting the Equity Instruments, an emphasis will be placed on how the relevant company integrates ESG risks and opportunities into its corporate strategy (e.g., a realistic assessment of long-term ESG risks and opportunities, increased transparency into the company’s ESG practices, management teams with aligned incentives, better governance practices, and thoughtful resource allocation).

The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?



a. The Equity Instruments will be made up of a minimum of 70% exposure to developed market companies which take account of ESG factors;

b. Direct equity investments of the Fund will only be drawn from constituents of ESG screened indices;

c. Minimum underlying security score of BB by MSCI ESG manager (or an other corresponding rating from a similar rating provider) for each Fund security;

d. Exclusion Policy

The Manager’s Exclusion Policy applies and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on signatory status to Paris Alignment and Freedom House Status.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the investments against any applicable mandatory and additional PAI indicators.



Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report.





E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Fund aims to invest:


At least 80% of the Fund’s investments will be aligned with the environmental and/or social

characteristics promoted by the Fund.



The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure.



The asset allocation may change over time and percentages may be updated in the Supplement from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data.



How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?



The Fund gains exposure through the Basket (which is a derivative exposure) to certain ESG screened indices. However, the Manager has determined that it is more appropriate not to look through derivatives employed by its Funds under management in order to assess the attainment of environmental and/or social characteristics. Thus, the Fund does not use derivatives to attain the environmental or social characteristics promoted by the Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

Not Applicable
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

Not applicable.

What is the minimum share of socially sustainable investments?

Not applicable.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for

liquidity purposes and derivatives which may be used for investment, risk reduction and

hedging purposes. The Fund principally uses derivatives to attain its investment objective.

However, it is only the direct holdings of the Fund that are measured for the purpose of

determining alignment with environmental and/or social characteristics promoted by the Fund and not the underying derivative exposure.



Any “#2 Other” potential investments, other than cash or cash equivalents will be screened

according to the Manager’s Exclusion Policy.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data received from third party data provider/s):

i. The minimum Fund level ESG score;

ii. The percentage of the Fund invested in ESG screened index constituents which demonstrates the Fund’s positive ESG tilt;

iii. The underlying direct holdings of the Fund being rated above BB by MSCI ESG Manager (or another corresponding rating from a similar rating provider); and

iv. The percentage of the Fund investment universe subject to the Manager’s Exclusion Policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127357599][bookmark: _Hlk127360830]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127357612]Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk Team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security.





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

No, engagement is not part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

[bookmark: _Hlk127357653][bookmark: _Hlk127360879]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental and/or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk127864930][bookmark: _Hlk127864637][bookmark: _Hlk127545818][bookmark: _Hlk127863950]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund does not commit to making sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure.



[bookmark: _Hlk127863995]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets. 





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

Not Applicable

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Not Applicable

How does this financial product take into account principal adverse impacts on sustainability factors?

Not Applicable

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Not Applicable





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Positive Screening: 

Consideration of environmental, social and governance (“ESG”) factors is a key element of portfolio construction. The equity instruments in which the Fund invests must be issued by companies that are only listed in ESG screened indices which promote environmental and/or social characteristics, such as the MSCI Europe ESG Screened Index. In addition, the Manager will also determine how such companies integrate environmental and/or social characteristics by analysing ESG ratings attributed to such companies by the Manager and/or third-party data providers with the exclusion of ESG “laggards” from the Fund’s direct investment portfolio. By incorporating positive ESG factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a positive impact on the environment or society at large. 





2. Fund Level ESG Scoring: 

A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund’s portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control introduces a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers to select more positive issuers, demonstrating better environmental and/or social Characteristics.



3. Negative Screening (Norm-based exclusions): For direct holdings, the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which it [or its clients] deems incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide Exclusion Policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund follows an investment strategy which seeks to provide Shareholders with a Dividend and which seeks to provide a positive return at the Maturity Date linked to the Basket exposure. The Funding Investments of the Fund are used to receive a pay out from an OTC counterparty and to facilitate the obtaining of the Basket exposure.



In selecting the Equity Instruments, an emphasis will be placed on how the relevant company integrates ESG risks and opportunities into its corporate strategy (e.g., a realistic assessment of long-term ESG risks and opportunities, increased transparency into the company’s ESG practices, management teams with aligned incentives, better governance practices, and thoughtful resource allocation).



The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described herein are systematically integrated throughout the Fund’s investment process.



What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?



a. The Equity Instruments will be made up of a minimum of 70% exposure to developed market companies which take account of ESG factors; 

b. Direct equity investments of the Fund will only be drawn from constituents of ESG screened indices; 

c. Minimum underlying security score of BB by MSCI ESG manager (or an other corresponding rating from a similar rating provider) for each Fund security; 

Exclusion Policy 

d. The Manager’s Exclusion Policy applies and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.



What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on signatory status to Paris Alignment and Freedom House Status.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the investments against any applicable mandatory and additional PAI indicators.

Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report.





E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental

and/or social characteristics promoted by the Fund and not the underlying derivative exposure.



The asset allocation may change over time and percentages may be updated in the prospectus from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data.



How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?



The Fund gains exposure through the Basket (which is a derivative exposure as described above) to certain ESG screened indices. However, the Manager has determined that it is more appropriate not to look through derivatives employed by its Funds’ under management in order to assess the attainment of environmental and/or social characteristics. Thus, the Fund does not use derivatives to attain the environmental or social characteristics promoted by the Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

Not applicable

What is the minimum share of socially sustainable investments?

Not applicable

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for

liquidity purposes and derivatives which may be used for investment, risk reduction and

hedging purposes. The Fund principally uses derivatives to attain its investment objective.

However, it is only the direct holdings of the Fund that are measured for the purpose of

determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure.



Any “#2 Other” potential investments, other than cash or cash equivalents will be screened

according to the Manager’s Exclusion Policy.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data received from third party data provider/s):

i. The minimum Fund level ESG score;

ii. The percentage of the Fund invested in ESG screened index constituents which demonstrates the Fund’s postive ESG tilt;

iii. The underying direct holdings of the Fund being rated above BB by MSCI ESG Manager (or an other corresponding rating from a similar rating provider); and

iv. The percentage of the Fund investment universe subject to the Manager’s Exclusion Policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

[bookmark: _Hlk127864609]The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127863740][bookmark: _Hlk127864092]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   

 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127863795][bookmark: _Hlk127864102]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127870966][bookmark: _Hlk127863806]Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk127863823][bookmark: _Hlk127864516]Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 







K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

[bookmark: _Hlk127871891][bookmark: _Hlk127863831]No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (Including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental and/or social characteristics that it promotes. 



How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 15% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 

The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.

Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target 2022 II” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non- Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 

· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to a diversified portfolio of Underlying Funds as described in the Supplement (the “Longer Term Strategies”). The Longer Term Strategies are made up of Underlying Funds that provide the Fund with a mixed exposure to certain asset classes while respecting the investment limits outlined in the Supplement. 

As part of the Longer Term Strategies, the Fund may invest up to 100% of the Fund’s assets in Underlying Funds that provide exposure to equities issued by companies operating in sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated its ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 15% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data.

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

  


#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

15%*.

What is the minimum share of socially sustainable investments?

15%*

*The Fund commits to invest at least 15% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

[bookmark: _Hlk125100795][bookmark: _Hlk125101064]Due diligence on underlying assets is carried out by reference to:



Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk127864930][bookmark: _Hlk127864637][bookmark: _Hlk127545818][bookmark: _Hlk127863950]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Sustainable Investments, Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund will have a minimum proportion of 20% of sustainable investments


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 20% in sustainable investments.

[bookmark: _Hlk127863995]
The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets. 







B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. The Fund will assess the issuer of the underlying security and will only classify investment in issuers that meet the below criteria as sustainable investments in line with Article 2 (17) of SFDR:

a. Made in investee companies that demonstrate good governance;

b. Operate in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. The investee companies makes a positive contribution towards an environmental or social objective.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on screening applied by the Manager through its exclusion policy (see link below for further information).

How does this financial product take into account principal adverse impacts on sustainability factors?

When replicating the Reference Index via a Total Return Swap through the Invested Assets, principal adverse impact (“PAI”) indicators are calculated at Invested Assets level. The results will be compared with that of a chosen proxy benchmark representative of the Invested Asset’s investment universe. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine what the Manager can improve relative to the Invested Assets, and where the Manager can engage with relevant issuers to improve on such indicators.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises.

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises.

2. Through ensuring that the sustainable investments that the Manager makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in investee companies that demonstrates that they do no signifcant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Sustainable Investments: The Fund partially invests in sustainable investments as defined as investment in companies and issuers that contribute to an environmental or social objective, while doing no significant harm.



2. Positive Screening: 

Consideration of environmental, social and governance (“ESG”) factors

are a key element of the construction of the Invested Assets. The Invested Assets in which the Fund invests must be issued by companies that are only listed in ESG screened indices which promote environmental and social characteristics such as the MSCI Europe ESG Screened Index. In addition, the Manager will also determine how such companies integrate environmental and/or social characteristics by analysing ESG ratings attributed to such companies with the exclusion of ESG “laggards” from the Fund’s direct investment portfolio. By incorporating positive environmental and/or social factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a more positive impact on the environment or society at large.



3. Fund Level ESG Scoring: 

A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund portfolio does not fall below a level deemed by the Manager to be appropriate

for a fund promoting environmental and social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on selecting more positive issuers demonstrating better environmental and/or social characteristics.



4. Negative Screening (Norm-based exclusions): For the Invested Assets the Manager (see link to exclusion policy for more information) applies norms-based exclusions. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Invested Assets with this approach, the Manager, for the Invested Assets only, considers the following categories which are outlined in more detail in the exclusion policy:

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



The Fund pursues the environmental and/or social characteristics promoted by it through replicating the Reference Index synthetically, via investment in the Invested Assets.



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve long term capital appreciation.

The Fund seeks to achieve its investment objective by either directly or indirectly tracking the performance of the Reference Index, while minimising as far as possible the tracking error between the Fund's performance and that of the Reference Index.



Where the Reference Index is synthetically replicated, the Manager applies its exclusion policy to the Invested Assets. All securities are screened using data sourced from third-party data providers that provides scores for each holding and at portfolio level in aggregation. In selecting securities, an emphasis is placed on how companies integrate ESG risks and opportunities into their corporate strategy.



The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process, depending on the manner in which the Reference Index is being replicated, i.e. either directly or indirectly.



What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?



a. The Invested Assets will only be drawn from constituents of ESG screened indices;

b. Minimum underlying security score of BB by MSCI ESG manager (or an other

corresponding rating from a similar rating provider) for each Fund security;

c. Exclusion Policy

The Manager’s exclusion policy applies and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

What is the policy to assess good governance practices of the investee companies?

For the Invested Assets, good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against the mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The specific PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability.















E. Proportion of Investments



What is the planned asset allocation for this financial product?

[image: Diagram

Description automatically generated with low confidence]



At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 20% in sustainable investments.



The asset allocation may change over time and percentages may be updated in the prospectus from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate company or third party data.



How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?



The Fund does not use derivatives to attain the environmental or social characteristics promoted by the Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

[image: Graphical user interface, application

Description automatically generated]

What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

20%*

What is the minimum share of socially sustainable investments?

20%*

*The Fund commits to invest at least 20% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction, efficient portfolio management and hedging purposes.



Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data received from third party data provider/s):

i. The minimum Fund level ESG score;

ii. ii. The percentage of the Invested Assets selected from ESG screened indices ;

iii. The percentage of the Fund invested in sustainable investments;

iv. The holdings of the Fund being rated above BB by MSCI ESG Manager (or an other corresponding rating from a similar rating provider) and

v. The percentage of the Fund investment universe subject to the Manager’s exclusion policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

[bookmark: _Hlk127864609]The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127863740][bookmark: _Hlk127864092]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   

 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127863795][bookmark: _Hlk127864102][bookmark: _Hlk127871333]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127871341]Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk127863823][bookmark: _Hlk127864516]Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 







K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

[bookmark: _Hlk127863831]No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

[bookmark: _Hlk127864541]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.





L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental and/or social characteristics that it promotes. 



How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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A. Summary

[bookmark: _Hlk127545818][bookmark: _Hlk127863950]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Sustainable Investments, Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 20% in sustainable investments.



[bookmark: _Hlk127863995]No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets. 





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. The Fund will assess the issuer of the underlying security and will only classify investment in issuers that meet the below criteria as sustainable investments in line with Article 2 (17) of SFDR:

a. Made in investee companies that demonstrate good governance;

b. Operate in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. The investee companies makes a positive contribution towards an environmental or social objective.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on screening applied by the Manager through its exclusion policy (see link below for further information).

How does this financial product take into account principal adverse impacts on sustainability factors?

When replicating the Reference Index via a Total Return Swap through the Invested Assets, principal adverse impact (“PAI”) indicators are calculated at Invested Assets level. The results will be compared with that of a chosen proxy benchmark representative of the Invested Asset’s investment universe. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine what the Manager can improve relative to the Invested Assets, and where the Manager can engage with relevant issuers to improve on such indicators.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises.

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises.

2. Through ensuring that the sustainable investments that the Manager makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in investee companies that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Sustainable Investments: The Fund partially invests in sustainable investments as defined as investment in companies and issuers that contribute to an environmental or social objective, while doing no significant harm.



2. Positive Screening: 

Consideration of environmental, social and governance (“ESG”) factors

are a key element of the construction of the Invested Assets. The Invested Assets in which the Fund invests must be issued by companies that are only listed in ESG screened indices which promote environmental and social characteristics such as the MSCI Europe ESG Screened Index. In addition, the Manager will also determine how such companies integrate environmental and/or social characteristics by analysing ESG ratings attributed to such companies with the exclusion of ESG “laggards” from the Fund’s direct investment portfolio. By incorporating positive environmental and/or social factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a more positive impact on the environment or society at large.



3. Fund Level ESG Scoring: 

A minimum ESG scoring threshold is applied at Fund level to ensure

that the Fund portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on selecting more positive issuers demonstrating better environmental and/or social characteristics.



4. Negative Screening (Norm-based exclusions): For the Invested Assets the Manager (see link to exclusion policy for more information) applies norms-based exclusions. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Invested Assets with this approach, the Manager, for the Invested Assets only, considers the following categories which are outlined in more detail in the exclusion policy:

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



The Fund pursues the environmental and/or social characteristics promoted by it through replicating the Reference Index synthetically, via investment in the Invested Assets.



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy

What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve long term capital appreciation.



The Fund seeks to achieve its investment objective by either directly or indirectly tracking the performance of the Reference Index, while minimising as far as possible the tracking error between the Fund's performance and that of the Reference Index.



Where the Reference Index is synthetically replicated, the Manager applies its exclusion policy to the Invested Assets. All securities are screened using data sourced from third-party data providers that provides scores for each holding and at portfolio level in aggregation. In selecting securities, an emphasis is placed on how companies integrate ESG risks and opportunities into their corporate strategy.



The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process, depending on the manner in which the Reference Index is being replicated, i.e. either directly or indirectly.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?



a. The Invested Assets will only be drawn from constituents of ESG screened indices;

b. Minimum underlying security score of BB by MSCI ESG manager (or an other

corresponding rating from a similar rating provider) for each Fund security;

c. Exclusion Policy

The Manager’s exclusion policy applies and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

What is the policy to assess good governance practices of the investee companies?

For the Invested Assets, good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against the mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The specific PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability.



E. Proportion of Investments



What is the planned asset allocation for this financial product?
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At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 20% in sustainable investments.



The asset allocation may change over time and percentages may be updated in the prospectus from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate company or third party data.



How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?



The Fund does not use derivatives to attain the environmental or social characteristics promoted by the Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

20%*

What is the minimum share of socially sustainable investments?

20%*

*The Fund commits to invest at least 20% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction, efficient portfolio management and hedging purposes.



Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data received from third party data provider/s):

i. The minimum Fund level ESG score;

ii. The percentage of the Invested Assets selected from ESG screened indices ;

iii. The percentage of the Fund invested in sustainable investments;

iv. The holdings of the Fund being rated above BB by MSCI ESG Manager (or an other corresponding rating from a similar rating provider) and

v. The percentage of the Fund investment universe subject to the Manager’s exclusion policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.



If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.





L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental and/or social characteristics that it promotes. 



How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk127864637][bookmark: _Hlk127864930][bookmark: _Hlk127545818][bookmark: _Hlk127863950]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Sustainable Investments, Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Financial product also comments to a minimum

proportion of 40% in sustainable investments. 



[bookmark: _Hlk127863995]No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets. 







B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. The Fund will assess the issuer of the underlying security and will only classify investment in issuers that meet the below criteria as sustainable investments in line with Article 2 (17) of SFDR:

a. Made in investee companies that demonstrate good governance;

b. Operate in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. The investee companies makes a positive contribution towards an environmental or social objective.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on screening applied by the Manager through its exclusion policy (see link below for further information).

How does this financial product take into account principal adverse impacts on sustainability factors?

When replicating the Reference Index via a Total Return Swap through the Invested Assets, principal adverse impact (“PAI”) indicators are calculated at Invested Assets level. The results will be compared with that of a chosen proxy benchmark representative of the Invested Asset’s investment universe. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine what the Manager can improve relative to the Invested Assets, and where the Manager can engage with relevant issuers to improve on such indicators.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises.

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises.

2. Through ensuring that the sustainable investments that the Manager makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in investee companies that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Sustainable Investments: The Fund partially invests in sustainable investments as defined as investment in companies and issuers that contribute to an environmental or social objective, while doing no significant harm.



2. Positive Screening: 

Consideration of environmental, social and governance (“ESG”) factors

are a key element of the construction of the Invested Assets. The Invested Assets in which the Fund invests must be issued by companies that are only listed in ESG screened indices which promote environmental and social characteristics such as the MSCI Europe ESG Screened Index. In addition, the Manager will also determine how such companies integrate environmental and/or social characteristics by analysing ESG ratings attributed to such companies with the exclusion of ESG “laggards” from the Fund’s direct investment portfolio. By incorporating positive environmental and/or social factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a more positive impact on the environment or society at large.



3. Fund Level ESG Scoring: 

A minimum ESG scoring threshold is applied at Fund level to ensure

that the Fund portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on selecting more positive issuers demonstrating better environmental and/or social characteristics.



4. Negative Screening (Norm-based exclusions): For the Invested Assets the Manager (see link to exclusion policy for more information) applies norms-based exclusions. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Invested Assets with this approach, the Manager, for the Invested Assets only, considers the following categories which are outlined in more detail in the exclusion policy:

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



The Fund pursues the environmental and/or social characteristics promoted by it through replicating the Reference Index synthetically, via investment in the Invested Assets.



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy

What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve long term capital appreciation.



The Fund seeks to achieve its investment objective by either directly or indirectly tracking the performance of the Reference Index, while minimising as far as possible the tracking error between the Fund's performance and that of the Reference Index.



Where the Reference Index is synthetically replicated, the Manager applies its exclusion policy to the Invested Assets. All securities are screened using data sourced from third-party data providers that provides scores for each holding and at portfolio level in aggregation. In selecting securities, an emphasis is placed on how companies integrate ESG risks and opportunities into their corporate strategy.



The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process, depending on the manner in which the Reference Index is being replicated, i.e. either directly or indirectly.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?



a. The Invested Assets will only be drawn from constituents of ESG screened indices;

b. Minimum underlying security score of BB by MSCI ESG manager (or an other

corresponding rating from a similar rating provider) for each Fund security;

c. Exclusion Policy

The Manager’s exclusion policy applies and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

What is the policy to assess good governance practices of the investee companies?

For the Invested Assets, good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against the mandatory and additional PAI indicators.

Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The specific PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability.



E. Proportion of Investments



What is the planned asset allocation for this financial product?
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At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Financial product also comments to a minimum

proportion of 40% in sustainable investments.



The asset allocation may change over time and percentages may be updated in the

prospectus from time to time. There is no specific allocation among #1A. Calculations may

rely on incomplete or inaccurate company or third party data.



How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?



The Fund does not use derivatives to attain the environmental or social characteristics promoted by the Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

40%*

What is the minimum share of socially sustainable investments?

40%*

*The Fund commits to invest at least 40% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction, efficient portfolio management and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.

F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data received from third party data provider/s):

i. The minimum Fund level ESG score;

ii. The percentage of the Invested Assets selected from ESG screened indices ;

iii. The percentage of the Fund invested in sustainable investments;

iv. The holdings of the Fund being rated above BB by MSCI ESG Manager (or an other corresponding rating from a similar rating provider) and

v. The percentage of the Fund investment universe subject to the Manager’s exclusion policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127863740][bookmark: _Hlk127864092]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   

 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127863795][bookmark: _Hlk127864102]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.







I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127863806]Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk127863823][bookmark: _Hlk127864516][bookmark: _Hlk127870199]Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 






K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

[bookmark: _Hlk127863831]No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

[bookmark: _Hlk127864541]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental and/or social characteristics that it promotes. 



How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.
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* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk127864930][bookmark: _Hlk127864637][bookmark: _Hlk124422157][bookmark: _Hlk127545818][bookmark: _Hlk127863950]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund does not commit to making sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

[bookmark: _Hlk127863995]
The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets. 







B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

Not Applicable

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Not Applicable

How does this financial product take into account principal adverse impacts on sustainability factors?

Not Applicable

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Not Applicable





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Positive Screening: Consideration of ESG factors are a key element of portfolio construction. The Manager will determine how such companies integrate E&S characteristics by analysing Environmental and/or Social ratings attributed to such companies with the exclusion of Environmental and/or Social “laggards” from the Fund’s investment portfolio. By incorporating positive Environmental and/or Social factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a more positive impact on the environment or society at large.





2. Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on selecting more positive issuers demonstrating better Environmental and/or Social Characteristics..





3. Negative Screening (Norm-based exclusions): For direct holdings the Manager (see link to Exclusion Policy for more information) applies norms-based exclusions. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve total returns, meaning capital appreciation plus income from its investments, through investment in bonds.



The Fund invests at least two-thirds of its Net Asset Value in fixed or floating rate bonds issued by governments or corporate entities domiciled in the European Union whose long-term credit rating is at least Investment Grade.



The Manager systematically includes ESG analysis in its investment decision making process by relying on certain ESG screenings, practices and factors, which are summarised as follows and that can also be found in more detail on the Manager’s website at the following link: https://finecoassetmanagement.com/sustainability/;



ESG Screenings



1. Exclusion screenings: in the process of selection of the permitted instruments, the Manager - in accordance with its exclusion policy (the “Exclusion Policy”), may identify issuers that are allegedly involved in breaches of international norms on, for example, environmental protection, human rights, labour standards and anti-corruption. If an issuer is identified in this screening process, action is taken by the Manager that may lead to the exclusion of such entity from the investment universe of the Fund.



The exclusions specifically covered by the Manager’s Exclusion Policy currently include:

a. Issuers that breach the principles of the United Nations Global Compact (UNGC);

b. Issuers involved in the manufacture or product life cycle of controversial weapons (such as but not limited to chemical weapons, cluster munitions and landmines);

c. Issuers deriving a certain percentage of their revenue from the production of tobacco or from other type of involvement in the life cycle of tobacco products such as distribution or licencing activities;

d. Issuers that derive a certain percentage of their revenue from thermal coal extraction and/or arctic drilling;

e. Issuers that contravene the UNGC labour-related principles and International Labour Organisation’s (“ILO”) broader set of labour standards.



2. ESG Assessment: the Manager selects those securities for the Fund that show sound fundamentals and high ESG scores, while being valued at a discount to the Manager’s assessment of intrinsic value.



The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?





a. Minimum underlying security score of BB by MSCI ESG manager (or an other corresponding rating from a similar rating provider) for each Fund security;

b. Exclusion Policy

The Manager’s exclusion policy applies and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.





What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on signatory status to Paris Alignment and Freedom House Status.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability.





E. Proportion of Investments



What is the planned asset allocation for this financial product?
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At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

The asset allocation may change over time and percentages may be updated in the prospectus from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate company or third-party data.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

Not applicable

What is the minimum share of socially sustainable investments?

Not applicable

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for

liquidity purposes and derivatives which may be used for investment, risk reduction and

hedging purposes.



Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data received from third party data provider/s):

i. The minimum Fund level ESG score;

ii. The percentage of the Fund’s portfolio rated above BB by MSCI ESG Manager (or an other corresponding rating from a similar rating provider) and;

iii. The percentage of the Fund investment universe subject to the Manager’s exclusion policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127863740][bookmark: _Hlk127864092]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127863795][bookmark: _Hlk127864102]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127863806]Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk127863823][bookmark: _Hlk127864516]Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 







K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

[bookmark: _Hlk127863831]No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

[bookmark: _Hlk127864541]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.





L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds*, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than

sovereign bonds.
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#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the
environmental or social characteristics promoted by the financial product.

#20ther includes the remaining investments of the financial product which are neither aligned with the
environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social
characteristics that do not qualify as sustainable investments.
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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk127864930][bookmark: _Hlk127864637][bookmark: _Hlk124422157][bookmark: _Hlk127545818][bookmark: _Hlk127863950]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Sustainable Investments, Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Financial product also comments to a minimum

proportion of 5% in sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

[bookmark: _Hlk127863995]
The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets. 







B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. The Fund will assess the issuer of the underlying security and will only classify investment in issuers that meet the below criteria as sustainable investments inline with Article 2 (17) of SFDR:

a. Made in investee companies that demonstrate good governance;

b. Operate in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. The investee companies makes a positive contribution towards an environmental or social objective. The Manager is free to allocate between underlying holdings with an environmental, and/or a social objective. The Manager is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on screening applied by the Manager through its Exclusion Policy (see link below for further information).

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal Adverse Impact Indicators are calculated at portfolio level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine what the Manager can improve at Fund level and where the Manager can engage with relevant issuers to improve on such indicators.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through ensuring that the sustainable investments that the Manager makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in investee companies that demonstrates that they do no signifcant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Sustainable Investments: The Fund partially invests in sustainable investments as defined as investment in companies and issuers that contribute to an environmental and/or social objective, while doing no significant harm.



2. Positive Screening: Consideration of ESG factors are a key element of portfolio

construction. The Manager will determine how such companies integrate environmental and/or social characteristics by analysing environmental and/or social ratings attributed to such companies with the exclusion of environmental and/or

social “laggards” from the Fund’s investment portfolio. By incorporating positive environmental and/or social factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a more positive impact on the environment or society at large.





3. Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund’s portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control introduces a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers to select more positive issuers, demonstrating better environmental and/or social Characteristics.



4. Negative Screening (Norm-based exclusions): For direct holdings the Manager (see link to Exclusion Policy for more information) applies norms-based exclusions. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to generate capital appreciation that exceeds the iBoxx € Corporate index.



The Fund seeks to achieve its investment objective by investing at least 70% of its Net Asset Value in fixed or floating rate Euro denominated corporate bonds issued by corporates operating in any market sector and in any geographic location.



The Manager systematically includes ESG analysis in its investment decision making process by relying on certain ESG screenings, practices and factors, which are summarised as follows and that can also be found in more detail on the Manager’s website at the following link: https://finecoassetmanagement.com/sustainability/



ESG Screenings



1. Exclusion screenings: in the process of selection of the permitted instruments, the Manager - in accordance with its exclusion policy (the “Exclusion Policy”), may identify issuers that are allegedly involved in breaches of international norms on, for example, environmental protection, human rights, labour standards and anti-corruption. If an issuer is identified in this screening process, action is taken by the Manager that may lead to the exclusion of such entity from the investment universe of the Fund.



The exclusions specifically covered by the Manager’s Exclusion Policy currently include:

a. Issuers that breach the principles of the United Nations Global Compact (UNGC);

b. Issuers involved in the manufacture or product life cycle of controversial weapons (such as but not limited to chemical weapons, cluster munitions and landmines);

c. Issuers deriving a certain percentage of their revenue from the production of tobacco or from other type of involvement in the life cycle of tobacco products such as distribution or licencing activities;

d. Issuers that derive a certain percentage of their revenue from thermal coal extraction and/or arctic drilling;

e. Issuers that contravene the UNGC labour-related principles and International Labour Organisation’s (“ILO”) broader set of labour standards.



2. ESG Assessment: the Manager selects those securities for the Fund that show sound fundamentals and high ESG scores, while being valued at a discount to the Manager’s assessment of intrinsic value.



The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?



a. Minimum underlying security score of BB by MSCI ESG manager (or an other corresponding rating from a similar rating provider) for each Fund security;

b. Exclusion Policy

The Manager’s exclusion policy applies and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.



What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on signatory status to Paris Alignment and Freedom House Status.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability.



E. Proportion of Investments



What is the planned asset allocation for this financial product?
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At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 5% in sustainable investments.

The asset allocation may change over time and percentages may be updated in the prospectus from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate company or third-party data.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

5%*

What is the minimum share of socially sustainable investments?

5%*

*The Fund commits to invest at least 5% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data receievd from third party data provider/s):

i. The percentage of the Fund invested in sustainable investments;

ii. The minimum Fund level ESG score;

iii. The percentage of the Fund’s portfolio rated above BB by MSCI ESG Manager (or an other corresponding rating from a similar rating provider) and;

iv. The percentage of the Fund investment universe subject to the Manager’s exclusion policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127863795][bookmark: _Hlk127864102]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk127863823][bookmark: _Hlk127864516]Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 






K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

[bookmark: _Hlk127863831]No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

[bookmark: _Hlk127864541]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds*, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than

sovereign bonds.
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk127864930][bookmark: _Hlk127864637][bookmark: _Hlk124422157][bookmark: _Hlk127545818][bookmark: _Hlk127863950]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics.  Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).



The Fund does not commit to making sustainable investments.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The remaining investments of the Fund may be

invested in cash and cash equivalents for liquidity purposes and derivatives which may be

used for investment, risk reduction and hedging purposes.

[bookmark: _Hlk127863978]
No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.



[bookmark: _Hlk127863995]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets. 





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

Not applicable.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Not applicable.

How does this financial product take into account principal adverse impacts on sustainability factors?

Not applicable.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Not applicable.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;





1. Positive Screening: Consideration of ESG factors are a key element of portfolio

construction. The Manager will determine how such companies integrate E&S

characteristics by analysing Environmental and/or Social ratings attributed to such

companies with the exclusion of Environmental and/or Social “laggards” from the

Fund’s investment portfolio. By incorporating positive Environmental and/or Social

factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a more positive impact on the environment or society at large.



2. Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund’s portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control introduces a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers to select more positive issuers, demonstrating better environmental and/or social Characteristics.



3. Negative Screening (Norm-based exclusions): For direct holdings the Manager (see link to Exclusion Policy for more information)applies norms-based exclusions. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’sinvestments with this approach, the Manager has adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to provide long term total return (meaning capital growth and income) by investing in a portfolio of Investment Grade rated fixed income securities (including corporate bonds and treasury bonds) denominated in Euro.



The Fund seeks to achieve this objective by investing primarily in Euro denominated Investment Grade fixed income securities issued by corporates, governments (or government- guaranteed), government agencies and supranational bodies.



The Manager systematically includes ESG analysis in its investment decision making process by relying on certain ESG screenings, practices and factors, which are summarised as follows and that can also be found in more detail on the Manager’s website at the following link: https://finecoassetmanagement.com/sustainability/;



ESG Screenings



1. Exclusion screenings: in the process of selection of the permitted instruments, the Manager - in accordance with its exclusion policy (the “Exclusion Policy”), may identify issuers that are allegedly involved in breaches of international norms on, for example, environmental protection, human rights, labour standards and anti-corruption. If an issuer is identified in this screening process, action is taken by the Manager that may lead to the exclusion of such entity from the investment universe of the Fund.



The exclusions specifically covered by the Manager’s Exclusion Policy currently include:

a. Issuers that breach the principles of the United Nations Global Compact (UNGC);

b. Issuers involved in the manufacture or product life cycle of controversial weapons (such as but not limited to chemical weapons, cluster munitions and landmines);

c. Issuers deriving a certain percentage of their revenue from the production of tobacco or from other type of involvement in the life cycle of tobacco products such as distribution or licencing activities;

d. Issuers that derive a certain percentage of their revenue from thermal coal extraction and/or arctic drilling;

e. Issuers that contravene the UNGC labour-related principles and International Labour Organisation’s (“ILO”) broader set of labour standards.



2. ESG Assessment: the Manager selects those securities for the Fund that show sound fundamentals and higher ESG scores, while being valued at a discount to the Manager’s assessment of intrinsic value.



The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?



a. Minimum underlying security score of BB by MSCI ESG manager (or an other

corresponding rating from a similar rating provider) for each Fund security;

b. Exclusion Policy

The Manager’s exclusion policy applies and this reduces the investment

universe accordingly to exclude issuers that fail to comply with the minimum

standards set out therein.



What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on signatory status to Paris Alignment and Freedom House Status.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability.



E. Proportion of Investments



What is the planned asset allocation for this financial product?
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At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

The asset allocation may change over time and percentages may be updated in the prospectus from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate company or third party data.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

Not Applicable

What is the minimum share of socially sustainable investments?

Not Applicable

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.

F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data receievd from third party data provider/s):

i. The minimum Fund level ESG score;

ii. The percentage of the Fund’s portfolio rated above BB by MSCI ESGManager (or an other corresponding rating from a similar rating provider)and;

iii. The percentage of the Fund investment universe subject to the Manager’s exclusion policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance, and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127863740][bookmark: _Hlk127864092]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127863795][bookmark: _Hlk127864102]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127863806]Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk127863823]Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security.





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

[bookmark: _Hlk127863831]No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.





L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk124422157]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Sustainable Investments, Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Financial product also comments to a minimum

proportion of 5% in sustainable investments.


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  



The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.



The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets.





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. The Fund will assess the issuer of the underlying security and will only classify investment in issuers that meet the below criteria as sustainable investments in line with Article 2 (17) of SFDR:

a. Made in investee companies that demonstrate good governance;

b. Operate in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. The investee companies makes a positive contribution towards an environmental or social objective. The Manager is free to allocate between underlying holdings with an environmental, and/or a social objective. The Manager is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on screening applied by the Manager through its Exclusion Policy.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal Adverse Impact Indicators are calculated at portfolio level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine what the Manager can improve at Fund level and where the Manager can engage with relevant issuers to improve on such indicators.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;



· Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

· Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises



2. Through ensuring that the sustainable investments that the Manager makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in investee companies that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;





1. Sustainable Investments: The Fund partially invests in sustainable investments as

defined as investment in companies and issuers that contribute to an environmental

and/or social objective, while doing no significant harm.



2. Positive Screening: Consideration of ESG factors are a key element of portfolio construction. The Manager will determine how such companies integrate environmental and/or social characteristics by analysing environmental and/or social ratings attributed to such companies with the exclusion of environmental and/or social “laggards” from the Fund’s investment portfolio. By incorporating positive environmental and/or social factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a more positive impact on the environment or society at large.



3. Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund’s portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control introduces a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers to select more positive issuers, demonstrating better environmental and/or social Characteristics.



4. Negative Screening (Norm-based exclusions): For direct holdings the Manager (see link to Exclusion Policy for more information) applies norms-based exclusions. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to provide a total return (income and capital

growth) in excess of that generated by the iBoxx Euro Corporates Index ("Index").



The Index comprises grade corporate bonds issued in Euro and all bonds in the Index are rated Investment Grade. The Index is comprised of the following groups: financials, non-financials and the weightings of the index are based on a market capitalisation.

The Fund pursues its objective by investing primarily (meaning not less than 80% of its Net Asset Value) in Euro denominated Investment Grade corporate, treasury and government bonds and other securities described below. The Manager seeks to generate total returns in excess of the Index by applying a detailed bottom-up analysis described below in the selection and construction of a portfolio of bonds, which is designed to deliver investment returns that outperform the Index.



ESG Screenings



1. Exclusion screenings: in the process of selection of the permitted instruments, the Manager - in accordance with its exclusion policy (the “Exclusion Policy”), may identify issuers that are allegedly involved in breaches of international norms on, for example, environmental protection, human rights, labour standards and anti-corruption. If an issuer is identified in this screening process, action is taken by the Manager that may lead to the exclusion of such entity from the investment universe of the Fund.



The exclusions specifically covered by the Manager’s Exclusion Policy currently include:

a. Issuers that breach the principles of the United Nations Global Compact (UNGC);

b. Issuers involved in the manufacture or product life cycle of controversial weapons (such as but not limited to chemical weapons, cluster munitions and landmines);

c. Issuers deriving a certain percentage of their revenue from the production of tobacco or from other type of involvement in the life cycle of tobacco products such as distribution or licencing activities;

d. Issuers that derive a certain percentage of their revenue from thermal coal extraction and/or arctic drilling;

e. Issuers that contravene the UNGC labour-related principles and International Labour Organisation’s (“ILO”) broader set of labour standards.



2. ESG Assessment: the Manager selects those securities for the Fund that show sound fundamentals and high ESG scores, while being valued at a discount to the Manager’s assessment of intrinsic value.



The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described herein are systematically integrated throughout the Fund’s investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?





a. Minimum underlying security score of BB by MSCI ESG manager (or an other

corresponding rating from a similar rating provider) for each Fund security;

b. Exclusion Policy

The Manager’s exclusion policy applies and this reduces the investment

universe accordingly to exclude issuers that fail to comply with the minimum

standards set out therein.



What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on signatory status to Paris Alignment and Freedom House Status.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring

the Fund portfolio against mandatory and additional PAI indicators. Information

on how the principal adverse impacts were taken into account will be provided

in the Fund’s annual report. The PAI indicators that are taken into consideration

are subject to data availability and may evolve with improving data quality and

availability.



E. Proportion of Investments



What is the planned asset allocation for this financial product?
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Description automatically generated with medium confidence]



At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 5% in sustainable investments.

The asset allocation may change over time and percentages may be updated in the prospectus from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate company or third party data.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

5%*

What is the minimum share of socially sustainable investments?

5%*

*The Fund commits to invest at least 5% of its assets in sustainable investments.

Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.

F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data receievd from third party data provider/s):

i. The percentage of the Fund portfolio made in sustainable investments;

ii. The minimum Fund level ESG score;

iii. The percentage of the Fund’s portfolio rated above BB by MSCI ESG Manager (or an other corresponding rating from a similar rating provider) and;

iv. The percentage of the Fund investment universe subject to the Manager’s exclusion policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

[bookmark: _Hlk127864609]The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127863740]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127863795]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127863806]Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk127863823]Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security.







K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

[bookmark: _Hlk127863831]No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the
environmental or social characteristics promoted by the financial product.

#20ther includes the remaining investments of the financial product which are neither aligned with the
environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social
characteristics that do not qualify as sustainable investments.
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk124422157][bookmark: _Hlk127545818]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Sustainable Investments, Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).


At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 5% in sustainable investments.


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.


The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets. 







B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. The Fund will assess the issuer of the underlying security and will only classify investment in issuers that meet the below criteria as sustainable investments in line with Article 2 (17) of SFDR:

a. Made in investee companies that demonstrate good governance;

b. Operate in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. The investee companies makes a positive contribution towards an environmental or social objective. The Manager is free to allocate between underlying holdings with an environmental, and/or a social objective. The Manager is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on screening applied by the Manager through its Exclusion Policy.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal Adverse Impact Indicators are calculated at portfolio level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine what the Manager can improve at Fund level and where the Manager can engage with relevant issuers to improve on such indicators.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

· The sustainable investments which the Fund makes and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;



1. Via PAI monitoring of the following indicators;

· Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

· Lack of processes and compliance mechanisms to monitor compliance with

UN Global Compact principles and OECD Guidelines for Multinational

Enterprises

2. Through ensuring that the sustainable investments that the Manager makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in investee companies that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;





1. Sustainable Investments: The Fund partially invests in sustainable investments as

 defined as investment in companies and issuers that contribute to an environmental

and/or social objective, while doing no significant harm.



2. Positive Screening: Consideration of ESG factors are a key element of portfolio

construction. The Manager will determine how such companies integrate

environmental and/or social characteristics by analysing Environmental and/or Social ratings attributed to such companies with the exclusion of Environmental and/or Social “laggards” from the Fund’s investment portfolio. By incorporating positive Environmental and/or Social factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a more positive impact on the environment or society at large.



3. Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund’s portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control introduces a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers to select more positive issuers, demonstrating better environmental and/or social Characteristics.



4. Negative Screening (Norm-based exclusions): For direct holdings the Manager (see link to Exclusion Policy for more information) applies norms-based exclusions. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to maximise total returns through a

combination of income and capital appreciation.



The Fund seeks to achieve this objective by investing at least 70% of its Net Asset Value in Investment Grade corporate bonds denominated in any European currency. The corporate bonds that the Fund may acquire may be fixed or floating rate instruments issued by corporates located in any part of the World and operating in any economic sector and includes bonds, commercial paper or letters of credit that are rated Investment Grade or deemed to be of at least an equivalent credit quality by the Manager.



The Manager systematically includes ESG analysis in its investment decision making process by relying on certain ESG screenings, practices and factors, which are summarised as follows and that can also be found in more detail on the Manager’s website at the following link: https://finecoassetmanagement.com/sustainability/;



ESG Screenings



1. Exclusion screenings: in the process of selection of the permitted instruments, the Manager - in accordance with its exclusion policy (the “Exclusion Policy”), may identify issuers that are allegedly involved in breaches of international norms on, for example, environmental protection, human rights, labour standards and anti-corruption. If an issuer is identified in this screening process, action is taken by the Manager that may lead to the exclusion of such entity from the investment universe of the Fund.



The exclusions specifically covered by the Manager’s Exclusion Policy currently include:

a. Issuers that breach the principles of the United Nations Global Compact (UNGC);

b. Issuers involved in the manufacture or product life cycle of controversial weapons (such as but not limited to chemical weapons, cluster munitions and landmines);

c. Issuers deriving a certain percentage of their revenue from the production of tobacco or from other type of involvement in the life cycle of tobacco products such as distribution or licencing activities;

d. Issuers that derive a certain percentage of their revenue from thermal coal extraction and/or arctic drilling;

e. Issuers that contravene the UNGC labour-related principles and International Labour Organisation’s (“ILO”) broader set of labour standards.



2. ESG Assessment: the Manager selects those securities for the Fund that show sound fundamentals and higher ESG scores, while being valued at a discount to the Manager’s assessment of intrinsic value.



The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum underlying security score of BB by MSCI ESG manager (or an other

corresponding rating from a similar rating provider) for each Fund security;

b. Exclusion Policy

The Manager’s exclusion policy applies and this reduces the investment

universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.



What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on signatory status to Paris Alignment and Freedom House Status.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring

the Fund portfolio against mandatory and additional PAI indicators. Information

on how the principal adverse impacts were taken into account will be provided

in the Fund’s annual report. The PAI indicators that are taken into consideration

are subject to data availability and may evolve with improving data quality and

availability.



E. Proportion of Investments



What is the planned asset allocation for this financial product?
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At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 5% in sustainable investments.

The asset allocation may change over time and percentages may be updated in the prospectus from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate company or third party data.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

5%*

What is the minimum share of socially sustainable investments?

5%*

*The Fund commits to invest at least 5% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.

F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data received from third party data provider/s):

i. The percentage of the Fund portfolio made in sustainable investments;

ii. The minimum Fund level ESG score;

iii. The percentage of the Fund’s portfolio rated above BB by MSCI ESG Manager (or an other corresponding rating from a similar rating provider) and;

iv. The percentage of the Fund investment universe subject to the Manager’s exclusion policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.  





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.



I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security.






K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable 





L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk124422157]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Sustainable Investments, Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Financial product also comments to a minimum

proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.


The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  



The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.



The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets.





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

Not Applicable

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Not Applicable

How does this financial product take into account principal adverse impacts on sustainability factors?

Not Applicable

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Not Applicable





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Sustainable Investments: The Fund partially invests in sustainable investments as

defined as investment in companies and issuers that contribute to an environmental

and/or social objective, while doing no significant harm



2. Positive Screening: Consideration of ESG factors are a key element of portfolio construction. The Manager will determine how such companies integrate environmental and/or social characteristics by analysing environmental and/or social ratings attributed to such companies with the exclusion of environmental and/or social “laggards” from the Fund’s investment portfolio. By incorporating positive environmental and/or social factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a more positive impact on the environment or society at large.





3. Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund’s portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control introduces a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers to select more positive issuers, demonstrating better environmental and/or social Characteristics.





4. Negative Screening (Norm-based exclusions): For direct holdings the Manager (see link to Exclusion Policy for more information) applies norms-based exclusions. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve long-term capital growth.



The Fund seeks to achieve this objective by investing in equities; equity related securities including preferred stocks; equity-linked instruments such as American depositary receipts and global depositary receipts and participation notes; rights and warrants of companies located worldwide which are listed or traded on a Recognised Market.



The Manager systematically includes ESG analysis in its investment decision making process pertaining by relying on certain ESG screenings, practices and factors, which are summarised as follows and that can also be found in more detail on the Manager’s website at the following link: https://finecoassetmanagement.com/sustainability/; 



ESG Screenings



1. Exclusion screenings: in the process of selection of the permitted instruments, the Manager - in accordance with its exclusion policy (the “Exclusion Policy”), may identify issuers that are allegedly involved in breaches of international norms on, for example, environmental protection, human rights, labour standards and anti-corruption. If an issuer is identified in this screening process, action is taken by the Manager that may lead to the exclusion of such entity from the investment universe of the Fund.



The exclusions specifically covered by the Manager’s Exclusion Policy currently include: 

a. Issuers that breach the principles of the United Nations Global Compact(UNGC);

b. Issuers involved in the manufacture or product life cycle of controversial weapons (such as but not limited to chemical weapons, cluster munitions and landmines);

c. Issuers deriving a certain percentage of their revenue from the production of tobacco or from other type of involvement in the life cycle of tobacco products such as distribution or licencing activities;

d. Issuers that derive a certain percentage of their revenue from thermal coal extraction and/or arctic drilling;

e. Issuers that contravene the UNGC labour-related principles and International Labour Organisation’s (“ILO”) broader set of labour standards.



2. ESG Assessment: the Manager selects those securities for the Fund that show sound fundamentals and higher ESG scores, while being valued at a discount to the Manager’s assessment of intrinsic value. 



The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process.



What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?



a. Minimum underlying security score of BB by MSCI ESG manager (or an other

corresponding rating from a similar rating provider) for each Fund security;



b. Exclusion Policy 

The Manager’s exclusion policy applies and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.





What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability.



E. Proportion of Investments



What is the planned asset allocation for this financial product?

[image: Diagram
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At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Financial product also comments to a minimum

proportion of 10% in sustainable investments.



The asset allocation may change over time and percentages may be updated in the

prospectus from time to time. There is no specific allocation among #1A. Calculations may

rely on incomplete or inaccurate underlying fund manager data and/or company or third

party data.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

[image: Graphical user interface, application
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data receievd from third party data provider/s):

i. The percentage of the Fund invested in sustainable investments;

ii. The minimum Fund level ESG score;

iii. The percentage of the Fund rated above BB by MSCI ESG Manager (or an other corresponding rating from a similar rating provider) and;

iv. The percentage of the Fund investment universe subject to theManager’s exclusion policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

[bookmark: _Hlk127864609]The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127863740][bookmark: _Hlk127864092]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127863795][bookmark: _Hlk127864102]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security.







K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

[bookmark: _Hlk127864541]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.

image5.png

The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures






image6.png







image7.png







image3.PNG

Product name: FINECO AM GLOBAL EQUITY FUND
Legal entity identifier: 635400PYVTDBAFTZMC56

Environmental and/or social characteristics

It will make a minimum of % |t promotes Environmental/Social (E/S)
sustainable investments with an characteristics and while it does not have
environmental objective: __ % as its objective a sustainable investment,

it will have a minimum proportion of 10%

in economic activities that a a
of sustainable investments

qualify as environmentally
sustainable under the EU

Taxonomy with an environmental objective in economic
activities that qualify as environmentally

in economic activities that do sustainable under the EU Taxonomy

not qualify as environmentally

sustainable under the EU ® with an environmental objective in

Taxonomy economic activities that do not qualify as

environmentally sustainable under the EU
Taxonomy

8 with a social objective

It will make a minimum of It promotes E/S characteristics, but will not
sustainable investments with a make any sustainable investments

social objective: __ %






image2.png







image1.png







image4.png

#1A % 10%

Sustainable

#18.80% Other E/S

Investments il characteristics

9% 10 Other

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the
environmental or social characteristics promoted by the financial product.

#20ther includes the remaining investments of the financial product which are neither aligned with the
environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social
characteristics that do not qualify as sustainable investments.








image67.emf
SRD_FAM GLOBAL  EQUITIES INCOME FAM FUND.docx


SRD_FAM GLOBAL EQUITIES INCOME FAM FUND.docx
[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk124422157]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Sustainable Investments, Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).



At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Financial product also comments to a minimum

proportion of 10% in sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

[bookmark: _Hlk127863995]
The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets. 







B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. The Fund will assess the issuer of the underlying security and will only classify investment in issuers that meet the below criteria as sustainable investments in line with Article 2 (17) of SFDR:

a. Made in investee companies that demonstrate good governance;

b. Operate in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. The investee companies makes a positive contribution towards an environmental or social objective. The Manager is free to allocate between underlying holdings with an environmental, and/or a social objective. The Manager is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on screening applied by the Manager through its Exclusion Policy (see link below for further information).

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal Adverse Impact Indicators are calculated at portfolio level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine what the Manager can improve at Fund level and where the Manager can engage with relevant issuers to improve on such indicators.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

· Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

· - Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through ensuring that the sustainable investments that the Manager makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in investee companies that demonstrates that they do no signifcant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



1. Sustainable Investments: The Fund partially invests in sustainable investments as

defined as investment in companies and issuers that contribute to an environmental and/or social objective, while doing no significant harm.



2. Positive Screening: Consideration of ESG factors are a key element of portfolio construction. The Manager will determine how such companies integrate environmental and/or social characteristics by analysing environmental and/or social ratings attributed to such companies with the exclusion of environmental and/or social “laggards” from the Fund’s investment portfolio. By incorporating positive environmental and/or social factors as part of the overall portfolio construction process, the Fund through its investments supports a tilt towards investment in issuers that have a more positive impact on the environment or society at large.





3. Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund’s portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control introduces a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers to select more positive issuers, demonstrating better environmental and/or social Characteristics.



4. Negative Screening (Norm-based exclusions): applies norms-based exclusions. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to generate high levels of income, with the potential for long-term capital growth.



The Fund seeks to achieve this objective by investing at least two-thirds of its Net Asset Value in global equities. The Fund may invest in equities of issuers of any market sector and across both developed and emerging geographic markets provided that no more than one-third of the Fund's Net Asset Value will be invested in emerging market equities.



The Manager systematically includes ESG analysis in its investment decision making process by relying on certain ESG screenings, practices and factors, which are summarised as follows and that can also be found in more detail on the Manager’s website at the following link: https://finecoassetmanagement.com/sustainability/;



ESG Screenings



1. Exclusion screenings: in the process of selection of the permitted instruments, the Manager - in accordance with its exclusion policy (the “Exclusion Policy”), may identify issuers that are allegedly involved in breaches of international norms on, for example, environmental protection, human rights, labour standards and anti-corruption. If an issuer is identified in this screening process, action is taken by the Manager that may lead to the exclusion of such entity from the investment universe of the Fund.



The exclusions specifically covered by the Manager’s Exclusion Policy currently include: 

a. Issuers that breach the principles of the United Nations Global Compact(UNGC);

b. Issuers involved in the manufacture or product life cycle of controversial weapons (such as but not limited to chemical weapons, cluster munitions and landmines);

c. Issuers deriving a certain percentage of their revenue from the production of tobacco or from other type of involvement in the life cycle of tobacco products such as distribution or licencing activities;

d. Issuers that derive a certain percentage of their revenue from thermal coal extraction and/or arctic drilling;

e. Issuers that contravene the UNGC labour-related principles and International Labour Organisation’s (“ILO”) broader set of labour standards.



2. ESG Assessment: the Manager selects those securities for the Fund that show sound fundamentals and higher ESG scores, while being valued at a discount to the Manager’s assessment of intrinsic value. 



The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process.



What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?



a. Minimum underlying security score of BB by MSCI ESG manager (or an other

corresponding rating from a similar rating provider) for each Fund security;



b. Exclusion Policy 

The Manager’s exclusion policy applies and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.





What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability.



E. Proportion of Investments



What is the planned asset allocation for this financial product?

[image: A picture containing diagram

Description automatically generated]





At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 10% in sustainable investments.

The asset allocation may change over time and percentages may be updated in the prospectus from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data received from third party data provider/s):

i. The percentage of the Fund invested in sustainable investments;

ii. The minimum Fund level ESG score;

iii. The percentage of the Fund rated above BB by MSCI ESG Manager (or an other corresponding rating from a similar rating provider) and;

iv. The percentage of the Fund investment universe subject to the Manager’s exclusion policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127863740][bookmark: _Hlk127864092]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.  





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127863795][bookmark: _Hlk127864102]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127863806]Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk127863823]Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 







K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

[bookmark: _Hlk127863831]No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (Including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the
environmental or social characteristics promoted by the financial product.

#20ther includes the remaining investments of the financial product which are neither aligned with the
environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social
characteristics that do not qualify as sustainable investments.
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: Graphical user interface, text, application
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[bookmark: _Hlk126232694][bookmark: _Hlk126233112][bookmark: _Hlk126235093][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 15% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

· United Nations Global Compact Principles 

· Controversial Weapons 

· Tobacco 

· Climate Change 

· Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target 2022 III” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve its investment objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to a diversified portfolio of Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). The Longer Term Strategies are made up of Underlying Funds that provide the Fund with a mixed exposure to certain asset classes while respecting the investment limits outlined in the Supplement. 

As part of the Longer Term Strategies, the Fund may invest up to 100% of the Fund’s assets in Underlying Funds that provide exposure to equities issued by companies incorporated anywhere in the world, and which take account of a number of ESG factors, as further described in the Supplement. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated the ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

[bookmark: _Hlk125101315][bookmark: _Hlk125100966]In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 15% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments. 

 #1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.



#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

15%*.

What is the minimum share of socially sustainable investments?

15%*

*The Fund commits to invest at least 15% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125101613][bookmark: _Hlk125021149]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk126233391][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

[bookmark: _Hlk125100795][bookmark: _Hlk125101064]Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126232583][bookmark: _Hlk126233199][bookmark: _Hlk126234769][bookmark: _Hlk126246767][bookmark: _Hlk126246928]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126232598][bookmark: _Hlk126234598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk127864930][bookmark: _Hlk127864637][bookmark: _Hlk127871953][bookmark: _Hlk127545818][bookmark: _Hlk127863950]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).


At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The remaining investments of the Fund may be

invested in cash and cash equivalents for liquidity purposes and derivatives which may be

used for investment, risk reduction and hedging purposes.



[bookmark: _Hlk127863978][bookmark: _Hlk127870678][bookmark: _Hlk127871964]The Fund does not commit to making sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. The Fund principally uses derivatives to attain its investment objective. However, it is only the direct holdings of the Fund that are measured for the purpose of determining alignment with environmental and/or social characteristics promoted by the Fund and not the underlying derivative exposure.



[bookmark: _Hlk127863995]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and internal ESG policies.  

The Manager’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using the Manager’s internal monitoring systems and governance processes.

The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to monthly Fund level ESG scoring and due diligence on directly held assets.





B. No sustainable Investment Objective



The Fund promotes environmental or social characteristics but does not have as its objective sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

Not applicable

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Not applicable

How does this financial product take into account principal adverse impacts on sustainability factors?

Not applicable

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Not applicable



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;





1. Positive Screening: Consideration of ESG factors are a key element of portfolio

construction. The Manager will determine how such companies integrate E&S

characteristics by analysing Environmental and/or Social ratings attributed to such

companies with the exclusion of Environmental and/or Social “laggards” from the

Fund’s investment portfolio. By incorporating positive Environmental and/or Social

factors as part of the overall portfolio construction process, the Fund through its  investments supports a tilt towards investment in issuers that have a more positive impact on the environment or society at large.



2. Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund portfolio does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on selecting more positive issuers demonstrating better Environmental and/or Social Characteristics.



3. Negative Screening (Norm-based exclusions): For direct holdings the Manager (see link to Exclusion Policy for more information) applies norms-based exclusions. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this approach, the Manager has adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.



Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve capital growth over the medium to long term.



The Fund will look to achieve its objective by investing in European and non-European Debt Instruments, as defined in the supplement, with a focus on Inflation-Linked Bonds (“ILBs”).

The Fund will invest:



- At least 80% of its Net Asset Value in European government bonds categorized as ILBs, being securities issued by sovereign governments/government agencies that contractually link the bond’s principal and interest payment to a nationally/supernationally recognised inflation measure such as the European Harmonized Index of Consumer Prices (HICP); and



- Maximum 20% of its Net Asset Value in European corporate bonds issued by companies of any capitalization across the European region.

The Manager systematically includes ESG analysis in its investment decision making process by relying on certain ESG screenings, practices and factors, which are summarised as follows and that can also be found in more detail on the Manager’s website at the following link: https://finecoassetmanagement.com/sustainability/; 



ESG Screenings



1. Exclusion screenings: in the process of selection of the permitted instruments, the Manager - in accordance with its exclusion policy (the “Exclusion Policy”), may identify issuers that are allegedly involved in breaches of international norms on, for example, environmental protection, human rights, labour standards and anti-corruption. If an issuer is identified in this screening process, action is taken by the Manager that may lead to the exclusion of such entity from the investment universe of the Fund.



The exclusions specifically covered by the Manager’s Exclusion Policy currently include:

a. Issuers that breach the principles of the United Nations Global Compact (UNGC);

b. Issuers involved in the manufacture or product life cycle of controversial weapons (such as but not limited to chemical weapons, cluster munitions and landmines);

c. Issuers deriving a certain percentage of their revenue from the production of tobacco or from other type of involvement in the life cycle of tobacco products such as distribution or licencing activities;

d. Issuers that derive a certain percentage of their revenue from thermal coal extraction and/or arctic drilling;

e. Issuers that contravene the UNGC labour-related principles and International Labour Organisation’s (“ILO”) broader set of labour standards.



2. ESG Assessment: the Manager selects those securities for the Fund that show sound fundamentals and higher ESG scores, while being valued at a discount to the Manager’s assessment of intrinsic value.



The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?





a. Minimum underlying security score of BB by MSCI ESG manager (or an other

corresponding rating from a similar rating provider) for each Fund security;

b. Exclusion Policy

The Manager’s exclusion policy applies and this reduces the investment

universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies are addressed by reference to having an MSCI score of BB or above (or an other corresponding rating from a similar rating provider). Companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on signatory status to Paris Alignment and Freedom House Status.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring

the Fund portfolio against mandatory and additional PAI indicators. Information

on how the principal adverse impacts were taken into account will be provided

in the Fund’s annual report. The PAI indicators that are taken into consideration

are subject to data availability and may evolve with improving data quality and

availability.



E. Proportion of Investments



What is the planned asset allocation for this financial product?
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At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

The asset allocation may change over time and percentages may be updated in the prospectus from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate company or third-party data.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (Including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

[image: Graphical user interface
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

Not Applicable 

What is the minimum share of socially sustainable investments?

Not Applicable 

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the Manager’s Exclusion Policy.

F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes (please note that reference to ESG scores means ESG score data received from third party data provider/s):

i. The minimum Fund level ESG score;

ii. The percentage of the Fund’s portfolio rated above BB by MSCI ESG Manager (or an other corresponding rating from a similar rating provider) and;

iii. The percentage of the Fund investment universe subject to the Manager’s exclusion policy.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, Compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127863740][bookmark: _Hlk127864092]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Manager’s chosen third party ESG data provider and the Manager’s internal ESG policies.   





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127863795][bookmark: _Hlk127864102]Data Sources
The Manager uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Manager’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. 


Measures taken to ensure data quality
When a data provider is initially onboarded by the Manager, an assessment of data quality and data coverage is made. For specific issuers, the Manager’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.

How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Manager’s policies on data processing.

Proportion of data that is estimated
The Manager does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127870966]Limitations in data availability or methodological challenges may constrain the Manager’s ability to generate insights into a Fund’s contribution towards the attainment of the environmental or social characteristics. The data used is primarily provided by external data providers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with issuers and the Manager does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Manager continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Manager’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk127863823][bookmark: _Hlk127864516]Due diligence on underlying assets is carried out by reference to:



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund level to ensure that the Fund score does not fall below a level deemed by the Manager to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each sub-fund’s ESG score is performed by the Manager’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of a sub-fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Manager receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Manager’s Investment Team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 






K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

[bookmark: _Hlk127871891][bookmark: _Hlk127863831]No, engagement is not a key part of the investment strategy of the Fund. However, the Manager undertakes, on behalf of its clients, a range of collective engagement activities with investee companies and corporate issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making.

[bookmark: _Hlk127864541]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Not applicable.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds*, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
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A. Summary


The Fund maintains a higher overall sustainability score than the Bloomberg EURO Aggregate index, based on the Investment Manager’s rating system. This benchmark (which is a broad market index) does not take into account the environmental and social characteristics promoted by the Fund. No reference benchmark has been designated for the purpose of meeting the environmental or social characteristics promoted by the financial product. The sustainability score of the Fund is measured by SustainEx™, Schroders’ proprietary tool that provides an estimate of the potential societal or environmental impact that an issuer may create. 



The Fund is actively managed and invests at least two-thirds of its assets in fixed and floating rate securities denominated in Euro issued by governments, government agencies, supra-nationals and companies worldwide. 



The Fund may also apply certain exclusions. Further information on all of the Fund’s exclusions is to be found further below under the “Monitoring of sustainable investment objective” section. 



In order to assess good governance practices, the Investment Manager utilises a proprietary tool to help it develop a complete understanding of a company through a stakeholder lens. This financial product promotes environmental or social characteristics, but does not have as its objective sustainable investment. 



The minimum proportion of the Fund’s assets used to attain the environmental or social characteristics is equal to 60%. The Fund will invest at least 10% of its assets in sustainable investments. Within this, there is no commitment to invest a minimum proportion of the Fund’s assets in sustainable investments with an environmental objective or in sustainable investments with a social objective. This means that the proportion of sustainable investments with an environmental objective and those with a social objective will vary over time. The fund includes investments that are treated as neutral for sustainability purposes, such as cash and derivatives used with the aim of reducing risk (hedging) or managing the Fund more efficiently. It also includes investments that are not scored by Schroders’ proprietary sustainability tool and so do not contribute towards the Fund’s sustainability score. 



The Fund’s investment and asset selection process has been reviewed and approved by the investment manager’s Product Development Committee that includes representatives from the Legal, Compliance, Product and Sustainable Investment functions. Ongoing compliance with the agreed sustainability characteristics is monitored by the Portfolio Compliance Team. There are no external controls on that due diligence. 



The exclusion of certain activities, industries or groups of issuers are listed under the “Monitoring of environmental or social characteristics” section, as well as the investment limits applicable to the Fund, will be measured within the Investment Manager’s portfolio compliance framework. The Investment Manager draws information on investee companies from publicly available corporate information and company meetings, from broker reports, industry bodies, and research organisations, think tanks, legislators, consultants, Non-Governmental Organisations and academics. 



Third party research may be used, however Schroders’ internal analysts form a proprietary view on each of the companies Schroders analyse.

The Investment Manager subscribes to external ESG research providers including; MSCI ESG research, Bloomberg, Refinitiv, Sustainalytics and Morningstar, which is subject to periodic review and change. 



Whilst the third parties that deliver the vast majority of the data used have been chosen carefully, data errors may occur. To address this, a dedicated ESG Data Governance team pro-actively monitors for errors and resolves data queries. This involves close collaboration with the third-party data providers, and managing and tracking data corrections. 



Limitations to the Investment Manager’s methodology and data may arise from data availability, and specifically the lack of company reported data. 



Where data is not available, Schroders will engage with companies to encourage them to disclose the missing data points. 



Some of the Investment Manager’s proprietary tools infer missing values where applicable. Schroders’ models typically employ a range of techniques to estimate missing values where appropriate and reasonably robust. 



Where data for a metric is not sufficiently available to form robust conclusions, Schroders do not include that metric in their tools. 



The coding and monitoring of investment risk restrictions for individual fund and client mandates is the responsibility of the Investment Manager’s Portfolio Compliance team within the independent Investment Risk function. 



The data in the portfolio compliance framework forms the basis for monitoring of risk limits and indicators, and the latest information on portfolio structure (such as asset allocation, sector and country positions) and risk metrics is easily available to Schroders’ investment risk, portfolio compliance and investment teams. 



Schroders consider active ownership to be the influence they can apply to management teams to ensure sustainable practices in the assets in which they invest. Schroders aim to drive change that will protect and enhance the value of their investments and they are committed to leveraging the weight of their firm to change how a company is operating for the better. The Investment Manager believe this is an important aspect of Schroders’ role as stewards of clients’ capital and how help clients meet their long-term financial goals in line with their fiduciary responsibilities. 



Further details on Schroders’ approach to active ownership policy is publicly available: https://prod.schroders.com/en/sysglobalassets/about-us/schroders-engagement-blueprint-2022.pdf 





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

In respect of the proportion of the Fund’s portfolio that is invested in sustainable investments, each sustainable investment demonstrates a net positive effect on one or more environmental or social objectives, as scored by Schroders' proprietary tool. The environmental or social objectives of the sustainable investments that the Fund partially intends to make may include, but are not limited to, increasing environmental and/or social benefits such as greater water access or fair pay, and reducing environmental and/or social costs such as carbon emissions or food waste. For example, greater water access as measured by Schroders' proprietary tool are the estimated societal benefits of the provision of clean drinking water to human health.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The Investment Manager’s approach to not causing significant harm to any environmental or social sustainable investment objective includes the following: 

· Firm-wide exclusions apply to Schroders funds. These relate to international conventions on cluster munitions, anti-personnel mines, and chemical and biological weapons. A detailed list of all companies that are excluded is available at https://www.schroders.com/en/sustainability/active-ownership/group-exclusions/



· Schroders became a signatory to the UN Global Compact (UNGC) principles on 6 January 2020. The Fund excludes companies in violation of the UNGC principles from the portion of the portfolio in sustainable investments, as Schroders consider violators cause significant harm to one or more environmental or social sustainable investment objectives. The areas determining whether an issuer is an UNGC violator include issues that are covered by the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights, such as human rights, bribery and corruption, labour rights, child labour, discrimination, health and safety, and collective bargaining. The list of UNGC violators is provided by a third party and compliance with the list is monitored via the Investment Manager’s automated compliance controls. Exceptions may apply, if there is evidence to demonstrate that the company has addressed the violation and is not causing significant harm as described above. 



· The Fund also excludes companies that derive revenues above certain thresholds from activities related to tobacco and thermal coal, especially tobacco production, tobacco value chain (suppliers, distributors, retailers, licensors), thermal coal extraction and coal fired power generation. 



· The Fund may also apply certain other exclusions. 



· In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy. 



· Wherever possible, in the context of an incomplete and developing data landscape, the Investment Manager sets levels or principles for what would be deemed to cause significant harm by applying appropriate values in relation to the principal adverse impacts applicable to sustainable products. Investee companies deemed to be in breach of these levels would not be eligible to be considered as a sustainable investment. The Investment Manager’s framework is subject to ongoing review, particularly as the availability, and quality, of the data evolves. 

For further information on the consideration of all principal adverse impacts in the Investment Manager’s investment process, please refer to the section, ‘Does this financial product consider principal adverse impacts on sustainability factors?’ 

How does this financial product take into account principal adverse impacts on sustainability factors?

Wherever the Investment Manager deems possible, in the context of an incomplete and developing data landscape, the Investment Manager sets levels or principles for what would be deemed to cause significant harm by applying appropriate values in relation to the principal adverse impacts applicable to sustainable products. Investee companies deemed to be in breach of these levels would not be eligible to be considered as a sustainable investment. The Investment Manager’s framework is subject to ongoing review, particularly as the availability, and quality, of the data evolves. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The Investment Manager use a list of UNGC violators as provided by a third party. Issuers on that list cannot be categorised as sustainable investments. The areas considered when determining whether an issuer is an UNGC violator include those covered by the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights, such as human rights, bribery and corruption, labour rights, child labour, discrimination, health and safety, and collective bargaining.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund maintains a higher overall sustainability score than the Bloomberg EURO Aggregate index, based on the Investment Manager’s rating system. This benchmark (which is a broad market index) does not take into account the environmental and social characteristics promoted by the Fund.

No reference benchmark has been designated for the purpose of attaining the Fund’s promoted environmental and/or social characteristics. 

The sustainability score is measured by Schroders’ proprietary tool that provides an estimate of the net “impact” that an issuer may create in terms of social and environmental “costs” or “benefits”. It does this by using certain indicators with respect to that issuer, and quantifying them positively and negatively to produce an aggregate notional measure of the effect that the relevant underlying issuer may have on society and the environment. It does this using third party data as well as Schroders’ own estimates and assumptions and the outcome may differ from other sustainability tools and measures. Examples of such indicators are greenhouse gas emissions, water usage, and salaries compared to the living wage. 

The result is expressed as an aggregate score of the sustainability indicators for each issuer, specifically a notional percentage (positive or negative) of sales of the relevant underlying issuer. For example, a score of +2% would mean an issuer contributes $2 of relative notional positive impact (i.e. benefits to society) per $100 of sales. The sustainability score of the Fund is derived from the scores of all issuers in the Fund’s portfolio measured by Schroders’ proprietary tool. 

The Fund invests at least 10% of its assets in sustainable investments, which are investments that the Investment Manager expects to contribute towards the advancement of one or more environmental and/or social objective(s).



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is actively managed and will invest at least two-thirds of its assets in fixed and floating rate bonds issued by governments, government agencies, supra-nationals and companies worldwide. The Fund will invest predominantly in Investment Grade bonds but may invest up to 30% of its assets in high yield bonds and fixed income bonds that have a below Investment Grade credit rating subject to a 2.5% limit per issuer for non-Investment Grade, as measured by highest of Moody/S&P/Fitch security rating and issuer rating if there is no security rating. The Fund may invest up to 10% of its assets in contingent convertible bonds. The Fund may also hold cash and invest in money market instruments, including and not limited to certificates of deposit, time deposits commercial paper and short term fixed and floating rate bonds with less than 365 days to maturity, and financial derivative instruments. 

The Fund maintains a higher overall sustainability score than the Bloomberg EURO Aggregate index based on the Investment Manager’s rating criteria. 

The Investment Manager applies governance and sustainability criteria when selecting investments for the Fund. 

Sustainability factors are assessed – across both sovereign markets and credit allocation decisions – in tandem with macroeconomic factors throughout the Investment Manager’s top-down thematic investment process. 

In assessing sustainability factors for sovereign issuers, the Investment Manager considers that countries with stable and non-corrupt governments are likely to be more willing and able to service their debts, while political considerations, including the impact of social and governance factors, can influence a country’s inflation and currency profile and thus have a material impact on the real value of debt. Environmental impacts – which can be more pertinent over a longer-term horizon – are also incorporated. The Investment Manager’s approach includes the use of Schroders’ proprietary sustainability tools to rank countries by measuring their performance against multiple sustainability related indicators. 

Credit selection decisions are delegated to the Investment Manager’s specialist credit investment teams, who aim to identify issuers demonstrating good or improving sustainability credentials, and those that impose a high cost on the environment and society. This involves: 

· The exclusion of issuers that the Investment Manager deems to have businesses that are materially damaging to the environment or impose unjustifiable social costs. 



· The inclusion of issuers that demonstrate stable and improving sustainability trajectories, and issuers demonstrating good governance based on the Investment Manager’s sustainability rating methodology. 

The primary sources of information used to perform this analysis are the Investment Manager’s proprietary tools and research, third-party research, NGO reports and expert networks. For corporate issuers, the Investment Manager also performs its own analysis of publicly available information provided by the companies, including information provided in company sustainability reports and other relevant company material. 

The Investment Manager ensures that at least: 

· 90% of fixed or floating rate securities and money market instruments with an investment grade credit rating; and sovereign debt issued by developed countries; and 



· 75% of fixed or floating rate securities and money market instruments with a high yield credit rating; and sovereign debt issued by emerging countries, held in the Fund’s portfolio are rated against the sustainability criteria. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The following binding elements are applied throughout the investment process: 

· The Fund maintains a higher overall sustainability score than the Bloomberg EURO Aggregate index based on the Investment Manager’s rating criteria. 

· The Fund invests at least 10% of its assets in sustainable investments and such investments do not cause significant environmental or social harm. 



· The Fund applies certain exclusions relating to international conventions on cluster munitions, anti-personnel mines, and chemical and biological weapons. The Fund also excludes companies that derive revenues above certain thresholds from activities related to tobacco and thermal coal, especially companies that generate at least 10% of their revenues from tobacco production, companies that generate at least 25% of their revenues from any other part of the tobacco value chain (suppliers, distributors, retailers, licensors), companies that generate at least 10% of their revenues from thermal coal extraction and companies that generate at least 30% of their revenues from coal fired power generation. 



· The Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy. 



· The Fund invests in companies that have good governance practices, as determined by the Investment Manager’s rating criteria.

The Investment Manager ensures that at least:

· 90% of fixed or floating rate securities and money market instruments with an investment grade credit rating; and sovereign debt issued by developed countries; and 

· 75% of fixed or floating rate securities and money market instruments with a high yield credit rating; and sovereign debt issued by emerging countries, held in the Fund’s portfolio are rated against the sustainability criteria. 

What is the policy to assess good governance practices of the investee companies?

In order to assess good governance practices, the Investment Manager utilises a proprietary tool to help it develop a complete understanding of a company through a stakeholder lens. 

Schroders' proprietary tool is data–driven and provides a systematic framework for analysing a company’s relationship with its stakeholders. It identifies key performance drivers and data points to examine company strengths and weakness across different key stakeholder groups and is a central driver of the assessment of a company’s stakeholder management. 

The proprietary tool includes over 250 data points to assess how well companies are governed and how likely they are to adapt to changing social and environmental pressures. It draws on both conventional and unconventional data sources. Examples of unconventional data are employee review reports, consumer product reviews, revenue from green products, community donations and frequency of lawsuits. By drawing on such unconventional sources that do not rely on company reporting, the Investment Manager is able to build a more complete picture of companies’ performance and reduce its reliance on corporate disclosure, which remains incomplete, particularly among smaller companies in emerging regions. 

The proprietary tool considers a number of good governance metrics, grouped into the categories of sound management structures, employee relations, remuneration of staff and tax compliance.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes

[image: checkbox]No



Yes, the Investment Manager’s approach to considering principal adverse impacts on sustainability factors involves classifying the indicators into three categories: 

1. Set thresholds: these involve very explicit thresholds for considering an investment to be a “sustainable investment”. For example, PAI 10 on violations of UNGC principles. 



2. Active ownership: these involve indicators on which we have a plan to engage with the underlying holding as set out in the Schroders Group document, accessed via https://prod.schroders.com/en/sysglobalassets/about-us/schroders-engagement-blueprint-2022-1.pdf, outlining the Investment Manager’s approach to active ownership. For example, PAI 1, 2 and 3 covering GHG emissions and PAI 13 on board gender diversity. 



3. Improve coverage: these involve indicators where we consider data coverage to be too sparse to properly consider them and the Investment Manager’s focus is primarily on engaging with the underlying holdings to increase reporting. For example, PAI 7 on biodiversity, PAI 9 on hazardous waste ratio and PAI 12 on the gender pay gap. 



The Investment Manager’s approach is subject to ongoing review, particularly as the availability, and quality, of PAI data evolves. 

Relevant information on principal adverse impacts on sustainability factors will also be disclosed in due course. 



E. Proportion of Investments



What is the planned asset allocation for this financial product?
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#1 Aligned with E/S characteristics includes the minimum proportion of the Fund’s assets used to attain the environmental or social characteristics, which is equal to 60%. The Fund commits to maintain a higher overall sustainability score than the Bloomberg EURO Aggregate index, and so the Fund’s investments that are scored by Schroders’ proprietary sustainability tool are included within the minimum proportion stated in #1 on the basis that they will contribute to the Fund’s sustainability score (whether such individual investment has a positive or a negative score). Also included within #1 is the minimum proportion of assets that are invested in sustainable investments, as indicated in #1A. The minimum proportions stated apply in normal market conditions. The actual proportion stated in #1 is expected to be higher.

The sustainability score is measured by Schroders’ proprietary tool that provides an estimate of the net “impact” that an issuer may create in terms of social and environmental “costs” or “benefits”. It does this by using certain indicators with respect to that issuer, and quantifying them positively and negatively to produce an aggregate notional measure of the effect that the relevant underlying issuer may have on society and the environment. Examples of such indicators are greenhouse gas emissions, water usage, and salaries compared to the living wage. 

The Fund will invest at least 10% of its assets in sustainable investments. Within this, there is no commitment to invest a minimum proportion of the Fund’s assets in sustainable investments with an environmental objective or in sustainable investments with a social objective. This means that the proportion of sustainable investments with an environmental objective and those with a social objective will vary over time. 

#2 Other includes investments that are treated as neutral for sustainability purposes, such as cash and money market investments and derivatives used with the aim of reducing risk (hedging) or managing the Fund more efficiently. #2 also includes investments that are not scored by Schroders’ proprietary sustainability tool and so do not contribute towards the Fund’s sustainability score. As #1 states a minimum proportion that is in practice expected to be higher, the proportion stated in #2 is expected to be lower. 

Minimum safeguards are applied where relevant to money market investments and derivatives used with the aim of reducing risk (hedging) or other investments by restricting (as appropriate) investments in counterparties where there are ownership links or exposure to higher risk countries (for the purpose of money 

laundering, terrorist financing, bribery, corruption, tax evasion and sanctions risks). A firm-wide risk assessment considers the risk rating of each jurisdiction; which includes reference to a number of public statements, indices and world governance indicators issued by the UN, the European Union, the UK Government, the Financial Action Task Force and several Non-Government Organisations (NGOs), such as Transparency International and the Basel Committee. 

In addition, new counterparties are reviewed by Schroders’ credit risk team and approval of a new counterparty is based on a holistic review of the various sources of information available, including, but not limited to, quality of management, ownership structure, location, regulatory and social environment to which each counterparty is subject, and the degree of development of the local banking system and its regulatory framework. Ongoing monitoring is performed through a Schroders’ proprietary tool, which supports the analysis of a counterparty’s management of environmental, social and governance trends and challenges. Any significant deterioration in the profile of the counterparty in Schroders’ proprietary tool would lead to further analysis and potential exclusion by Schroders’ credit risk team.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Single name credit default swaps are used as a proxy for direct investments which would otherwise be held by the Fund in line with its sustainability criteria. Such derivatives are therefore used to attain the Fund's sustainability score in Schroders proprietary tool which is one of the binding elements of the Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

There is no minimum extent to which the Fund’s investments (including transitional and enabling activities) with an environmental objective are aligned with the Taxonomy. Taxonomy alignment of this Fund’s investments has therefore not been calculated and has as a result been deemed to constitute 0% of the Fund’s portfolio.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no minimum commitment to invest in sustainable investments with an environmental objective. This means that the proportion of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy will vary.

What is the minimum share of socially sustainable investments?

The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no minimum commitment to invest in sustainable investments with a social objective. This means that the proportion of sustainable investments with a social objective will vary.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

#2 Other includes investments that are treated as neutral for sustainability purposes, such as cash and money market investments and derivatives used with the aim of reducing risk (hedging) or managing the Fund more efficiently. #2 also includes investments that are not scored by the Investment Manager’s proprietary sustainability tools and so do not contribute towards the Fund’s sustainability score. 



Minimum safeguards are applied where relevant to money market investments and derivatives used with the aim of reducing risk (hedging) or other investments by restricting (as appropriate) investments in counterparties where there are ownership links or exposure to higher risk countries (for the purpose of money laundering, terrorist financing, bribery, corruption, tax evasion and sanctions risks). A firm-wide risk assessment considers the risk rating of each jurisdiction; which includes reference to a number of public statements, indices and world governance indicators issued by the UN, the European Union, the UK Government, the Financial Action Task Force and several Non-Government Organisations (NGOs), such as Transparency International and the Basel Committee. 



In addition, new counterparties are reviewed by Schroders’ credit risk team and approval of a new counterparty is based on a holistic review of the various sources of information available, including, but not limited to, quality of management, ownership structure, location, regulatory and social environment to which each counterparty is subject, and the degree of development of the local banking system and its regulatory framework. Ongoing monitoring is performed through a Schroders’ proprietary tool, which supports the analysis of a counterparty’ management of environmental, social and governance trends and challenges. Any 

significant deterioration in the profile of the counterparty in Schroders’ proprietary tool would lead to further analysis and potential exclusion by Schroders’ credit risk team.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Investment Manager monitors compliance with the characteristic to maintain a higher overall sustainability score than the Bloomberg EURO Aggregate index by reference to the weighted average sustainability score of the Fund in Schroders' proprietary tool compared against the weighted average sustainability score of the Bloomberg EURO Aggregate index in Schroders' proprietary tool over the previous six-month period, based on month-end data. The overall sustainability score aggregates the effect of sustainability indicators including but not limited to greenhouse gas emissions, water usage, and salaries compared to the living wage. 

The Investment Manager monitors compliance with the characteristic to invest at least 10% of its assets in sustainable investments by reference to the sustainability score of each asset in Schroders' proprietary tool. Compliance with this is monitored daily via the Investment Manager’s automated compliance controls. The Fund also applies certain exclusions, with which the Investment Manager monitors compliance on an ongoing basis via its portfolio compliance framework. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The sustainability score is measured by Schroders’ proprietary tool that provides an estimate of the net “impact” that an issuer may create in terms of social and environmental “costs” or “benefits”. It does this by using certain indicators with respect to that issuer, and quantifying them positively and negatively to produce an aggregate notional measure of the effect that the relevant underlying issuer may have on society and the environment. It does this using third party data as well as Schroders’ own estimates and assumptions and the outcome may differ from other sustainability tools and measures. Examples of such indicators are greenhouse gas emissions, water usage, and salaries compared to the living wage. 

The result is expressed as an aggregate score of the sustainability indicators for each issuer, specifically a notional percentage (positive or negative) of sales or GDP of the relevant underlying issuer. For example, a score of +2% would mean an issuer contributes $2 of relative notional positive impact (i.e. benefits to society) per $100 of sales or GDP. The sustainability score of the Fund is derived from the scores of all issuers in the Fund’s portfolio measured by Schroders’ proprietary tool.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The Fund promotes the following characteristic: it maintains a higher overall sustainability score than the Bloomberg EURO Aggregate index, based on the Investment Manager’s rating system. As stated above, the sustainability score is measured by SustainEx™, Schroders’ proprietary tool that provides an estimate of the potential societal or environmental impact that an issuer may create. It does this by using certain metrics with respect to that issuer, and quantifying the positive (for example by paying ‘fair wages’) and negative (for example the carbon an issuer emits) impacts of each of those metrics to produce an aggregate measure expressed as a notional percentage of sales of the relevant underlying issuer. The overall sustainability score aggregates the effect of sustainability indicators including but not limited to greenhouse gas emissions, water usage, and salaries compared to the living wage. An issuer may be a company or a sovereign. The Investment Manager monitors compliance with this characteristic by reference to the weighted average sustainability score of the Fund in SustainEx™ over the previous six month period. 

As part of the Fund’s investment processes, the SustainEx™ score, and the drivers of that score, are reviewed at the overall fund level. Schroders proprietary tools, including SustainEx™, may not cover all of the Fund’s holdings from time to time, in which case the Investment Manager may use alternative methods to assess relevant holdings in the Fund. In addition, certain types of assets (such as cash and certain equivalent securities such as gilts) are treated as neutral and are therefore not considered by Schroders’ proprietary tools. 

The Fund also invests at least 10% of its assets in sustainable investments, which are investments that the Investment Manager expects to contribute towards the advancement of one or more environmental and/or social objective(s). The Investment Manager monitors compliance with this characteristic by reference to the sustainability score of each asset in Schroders' proprietary tool. Compliance with this is monitored daily via Schroders ’automated compliance controls. 

As part of its broader assessment, the Investment Manager also considers the following: 

CONTEXT 

Context is a proprietary ESG research tool which provides a systematic framework for analysing a company’s relationship with its stakeholders and the sustainability of its business model. Comprising over 260 metrics across over 13,000 companies, it is designed to support the Investment Manager’s understanding of the sustainability of companies’ business models and profitability, and provides structured, logical and wide-ranging data. 

The tool enables analysts to select the most material ESG factors for each sector, weight their importance and apply relevant metrics. Analysts are then able to compare companies based on the metrics selected, their own company assessment scores or adjusted rankings (size, sector or region), with the flexibility to make company specific adjustments to reflect their detailed knowledge. The tool is fully integrated within the Investment Manager’s global research platform, which is readily accessible across investment desks and geographies.

External Research 

The Investment Manager uses information from several external ESG research firms, but only ever as one input into the Investment Manager’s own company assessments to be questioned, examined and built on. External data providers are used to challenge or endorse the proprietary view of the Investment Manager. 

The Investment Manager’s Sustainable Investment team has extensive networks within its respective field. Information is drawn from publicly available corporate information and company meetings, from broker reports, industry bodies, and research organisations, think tanks, legislators, consultants, Non-Governmental Organizations and academics; wherever it is felt the information would add value to the Investment Manager’s analysis. 

Through this process, the Investment Manager aims to evaluate the relevance and materiality of a range of ESG factors on future earnings growth and as potential risk factors for a company.





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

In order to assess and understand the potential impact of sustainability risks and opportunities, Schroders has developed a range of proprietary tools. These tools rely on data that is available at the level of the underlying investment holdings. 



The Investment Manager draws information on investee companies from publicly available corporate information and company meetings, from broker reports, industry bodies, and research organisations, think tanks, legislators, consultants, Non-Governmental Organisations and academics. 



Third party research may be used, however Schroder’s internal analysts form a proprietary view on each of the companies they analyse. Financial analysts may also use third-party research to support their assessment of ESG issues when analysing companies, in addition to consulting with Schroders’ in-house ESG specialists. Through this process, Schroders aim to evaluate the relevance and materiality of a range of ESG factors on the sustainability of future earnings growth and as potential risk factors for a company. 



The Investment Manager subscribes to external ESG research providers including; MSCI ESG research, Bloomberg, Refinitiv, Sustainalytics and Morningstar, which is subject to periodic review and change. 



Whilst the third parties that deliver the vast majority of the data used have been chosen carefully, data errors may occur. To address this, a dedicated ESG Data Governance team pro-actively monitors for errors and resolves data queries. This involves close collaboration with the third-party data providers, and managing and tracking data corrections. 



Where data is not available, Schroders will engage with companies to encourage them to disclose the missing data points. This additional information will be used alongside data from conventional and unconventional data sources that feed into Schroders’ proprietary tools. 



Some of Schroders’ proprietary tools infer missing values where applicable. Schroders’ models typically employ a range of techniques to estimate missing values where appropriate and reasonably robust. For example, in one tool, where reported values are missing for companies, Schroders fill using metric-specific rules such as filling with the industry peer group 60th percentile where higher values are considered negative and the peer group 40th percentile where higher values are considered beneficial (which is a conservative approach). 



Where data for a metric is not sufficiently available to form robust conclusions, Schroders do not include that metric in their tools.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

The characteristic promoted by the Fund is to maintain a higher overall sustainability score than the benchmark, based on the Investment Manager’s rating system. 

Limitations to the Investment Manager’s methodology and data may arise from data availability, and specifically the lack of company reported data. 

The section “Data sources and processing” outlines the approach in ensuring the above mentioned limitations do not affect how the environmental or social characteristics promoted by the financial product are met. 

The Fund also commits to invest at least 10% of its assets in sustainable investments, based on the Investment Manager’s rating system.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

The Fund’s investment and asset selection process has been reviewed and approved by the Investment Manager’s Product Development Committee that includes representatives from the Legal, Compliance, Product and Sustainable Investment functions. Ongoing compliance with the agreed sustainability characteristics is monitored by the Portfolio Compliance Team. There are no external controls on that due diligence.

K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Schroders consider active ownership to be the influence they can apply to management teams to ensure sustainable practices in the assets in which Schroders invest. Schroders aim to drive change that will protect and enhance the value of their investments and they are committed to leveraging the weight of their firm to change how a company is operating for the better. Schroders believe this is an important aspect of their role as stewards of the clients’ capital and how they help clients meet their long-term financial goals in line with Schroders’ fiduciary responsibilities. 

Schroders’ active ownership priorities reflect the combined perspectives of the Investment Manager’s fund managers, investment analysts and sustainability specialists across the firm, supported centrally by the Sustainable Investment team. As a result, Schroders are able to take a common approach across investment desks. 

Schroders focus on sustainability issues which they determine to be material to the long-term value of their investee holdings. When material and relevant, Schroders believe that companies that address these factors, where lacking, will drive improved financial performance for their clients. These issues reflect expectations and trends across a range of stakeholders including employees, customers, and communities, to the environment, suppliers and regulators. By strengthening relationships with that range of stakeholders, business models become more sustainable. The governance structure and management quality that oversee these stakeholder relationships are also a focus for Schroders’ engagement discussions. In addition, Schroders seek to reflect the priorities of the clients. Based on this process, they identify six broad themes for their engagement: climate, natural capital & biodiversity, human rights, human capital management, diversity & inclusion and governance. 

Schroders’ themes are underpinned by additional cross-cutting thematic priorities. Schroders also increasingly recognise the interconnectedness of ESG themes, such as the “just transition”, which recognises the social dimension of the transition to a resilient and low-carbon economy. Schroders seek to reflect this interconnectedness in their engagements with companies. 

How Schroders engage: 

Schroders identify three key methods for practicing active ownership: 

1. Dialogue: Schroders speak with companies to understand if and how they are preparing for the long-term sustainability challenges they face. 

2. Engagement: Schroders work with companies to help them to recognise the potential impact of these challenges and to help them take action in the areas where change may be required. 

3. Voting (where applicable): Schroders use their voice and rights as shareholders to make sure these changes are effected.

These forms of active ownership can take place directly with companies, led by Schroders’ fund managers, investment analysts and Sustainable Investment team; they can also take place in collaboration with other groups. Engagement is therefore a component of the portfolio’s investment strategy, both from an environmental and social perspectives. 

Schroders recognise that effective engagement requires continuous monitoring and ongoing dialogue. Where Schroders have engaged repeatedly and seen no meaningful progress, they will escalate their concerns. Decisions on whether and how to escalate are based on the materiality of each issue, its urgency, the extent of Schroders’ concern and whether the company has demonstrated progress through previous engagements. Schroders identify a number of methods to escalate their engagements, such as meeting or otherwise communicating with non-executive directors or the chair of the Board, publicly stating their concerns, withholding support or voting against management and directors (where applicable) up to divesting partially or fully. 

Schroders’ approach to active ownership focusses on achieving real-world outcomes and achieving change. When determining when to engage and setting an objective for the engagement, they consider: 

1. Materiality: Schroders seek to focus their engagement on the most material sustainability threats and opportunities to the company. 

2. Regional context: The materiality of issues and the expectations Schroders have of companies vary by country and region; for example, differing socio-cultural factors, regulatory maturity and resource constraints. Where possible Schroders’ reference country or regional initiatives, regulations and leading practice from peers in Schroders’ dialogue with companies. 

3. Realistic outcomes: Schroders consider both leading practice and what could realistically be achieved by the company in the next few years, including considering the size of the company. 

4. Ability to monitor progress: Schroders use objective, measurable metrics or indicators that can be used to assess company performance on an issue. 

5. Length of engagement: Schroders aim to set short- to mid-term objectives – that can often be achieved over a 12- to 24-month period depending on the intensity of the engagement – but with a longer-term vision in mind. 

Schroders aim to set pre-defined SMART (specific, measurable, achievable, realistic and time-bound) engagement objectives. They regularly monitor progress against the engagement objectives, at least annually, and at a frequency that is appropriate for the priority of the engagement and materiality of the issue or holding. That said, Schroders recognise that the length of time to achieve an objective will vary depending upon its nature, and that key strategic changes will take time to implement into a company’s business processes. A measurable outcome from Schroders’ engagement upon completion of an objective could take a range of forms, including additional disclosure by a company, influencing the company strategy on a particular issue, or a change to the governance of an issue. 

Further details on Schroders’ approach to active ownership policy is publicly available: https://prod.schroders.com/en/sysglobalassets/about-us/schroders-engagement-blueprint-2022.pdf. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

No reference benchmark has been designated for the purpose of meeting the environmental or social characteristics promoted by the financial product.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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A. Summary


The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

The Fund promotes environmental and social characteristics by investing in securities of issuers with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to ESG ratings. The Fund invests in companies involved in the production of water and the treatment, disposal, and recycling of waste.

The Fund partially intends to make sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

The Fund will invest:
(i) a minimum of 70% of its assets in issuers with favourable ESG characteristics.
(ii) a minimum of 35% in sustainable investments of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 15% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 0% have a social objective.

In respect of its direct investments, the Fund is subject to:
1. a firm-wide exclusions list, which includes cluster munitions and anti-personnel landmines, and
2. a principle-based screening policy which includes:

i. norms-based screening of issuers which the investment manager considers have failed to conduct their business in accordance with international norms, including as set out in the UNGC; and

ii. negative screening of certain sectors, issuers or practices based on specific ESG criteria where revenue thresholds may be applied.

3. Fineco Asset Management DAC Investment Exclusion Policy effective on 27 July 2022.



These exclusions and screens may be updated from time to time.



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The Fund determines a sustainable investment as follows: 

(a) issuers that undertake economic activities that contribute to one or more of the environmental objectives set out in the EU Taxonomy and qualify as environmentally sustainable in accordance with EU Taxonomy; or 

(b) issuers whereby the majority of their business activities (more than 50% of revenue) contribute to environmental or social objectives aligned with one or more of the United Nations Sustainable Development Goals (“SDGs”); or 

(c) issuers which have set a decarbonisation target consistent with a 1.5 degree warming scenario or lower (verified by the Science Based Target Initiative or a Fidelity Proprietary Climate Rating) which would be considered to contribute to environmental objectives; 

provided they do no significant harm, meet minimum safeguards and good governance criteria. 

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments are screened for involvement in activities that cause significant harm and controversies, assessed through a check that the issuer meets minimum safeguards and standards that relate to principal adverse indicators (PAIs) as well as performance on PAI metrics. This includes: 

Norms-based screens - the screening out of securities identified under Fidelity’s existing norms-based screens; 

Activity-based screens - the screening out of issuers based on their participation in activities with significant negative impacts on society or the environment, including issuers that are considered to have a ‘Very Severe’ controversy using controversy screens, covering 1) environmental issues, 2) human rights and communities, 3) labour rights and supply chain, 4) customers, 5) governance; and 

PAI indicators: quantitative data (where available) on PAI indicators is used to evaluate whether an issuer is involved in activities that cause significant harm to any environmental or social objective.

How does this financial product take into account principal adverse impacts on sustainability factors?

For sustainable investments, as set out above, Fidelity undertakes a quantitative evaluation to identify issuers with challenging performance on PAI indicators. Issuers with a low score will be ineligible to be ‘sustainable investments’ unless Fidelity’s fundamental research determines that the issuer is not breaching “do no significant harm” requirements, or is on the path to mitigate the adverse impacts through effective management or transition. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Norms-based screens are applied: Issuers identified as failing to behave in a way which meets their fundamental responsibilities in the areas of human rights, labour, environmental and anti-corruption as aligned with international norms including those set out by the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights, UN Global Compact (UNGC), ILO Standards International Labour Organisation (ILO) Conventions, are not considered sustainable investments. 

The EU Taxonomy sets out a “do not significant harm” principle by which Taxonomy-aligned investments should not significantly harm EU Taxonomy objectives and is accompanied by specific EU criteria. 

The “do no significant harm” principle applies only to those investments underlying the financial product that take into account the EU criteria for environmentally sustainable economic activities. The investments underlying the remaining portion of this financial product do not take into account the EU criteria for environmentally sustainable economic activities. 

Any other sustainable investments must also not significantly harm any environmental or social objectives.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes environmental and social characteristics by investing in securities of issuers with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to ESG ratings.

The Fund invests in companies involved in the production of water and the treatment, disposal, and recycling of waste. The Fund partially intends to make sustainable investments. 

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund employs a primarily ‘thematic’ investment strategy to achieve its investment objectives, which includes investing in economic themes that are expected to contribute to a sustainable economy. In addition to theme selection, fundamental research is conducted on individual issuers. As part of the research process, environmental and social governance are considered. The factors considered relevant will vary between different issuers and industries and are integrated into investment decisions. 

The Fund aims to achieve long-term capital growth from a portfolio primarily made up of securities issued by companies throughout the world and involved in the design, manufacture, or sale of products and services used for or in connection with water and waste management sectors. 

The Fund invests in companies involved in the production of water and the treatment, disposal, and recycling of waste. 

The water management sector includes but is not limited to, those companies involved in water production, water conditioning, de-salination, supply, bottling, transport and dispatching of water. The waste management sector includes but is not limited to, those companies involved in the collection, recovery and disposal of waste; including recycling, incineration, anaerobic digestion of food waste (biological processes) and landfilling of residual waste. The sector also includes those companies specialising in the treatment of wastewater, sewage, solid, liquid and chemical waste and any consulting or engineering services in connection with these activities. 

The Fund adopts a Sustainable Thematic strategy under which a minimum of 90% of the Fund’s assets will be analysed as to whether they maintain favourable ESG characteristics and a minimum of 70% of the Fund’s assets will be invested in securities with favourable ESG characteristics. 

Favourable ESG characteristics are determined by reference to ESG ratings provided by external agencies and Fidelity ESG ratings. 

Issuers that are not assessed as having favourable ESG characteristics for the purposes of the primary objective (minimum 70% of assets) are eligible for inclusion, with up to 30% of assets, provided they are able to demonstrate that they are on an improving trajectory with respect to their ESG characteristics. When selecting investments, the Fund’s investment universe will be reduced by at least 20% due to the exclusion of issuers on the basis of their ESG characteristics. 

In respect of its direct investments, the Fund is subject to: 

a) a firm-wide exclusions list, which includes cluster munitions and anti-personnel landmines, and 

b) a principle-based screening policy which includes: 

i. norms-based screening of issuers which the investment manager considers have failed to conduct their business in accordance with international norms, including as set out in the UNGC; and 

ii. negative screening of certain sectors, issuers or practices based on specific ESG criteria where revenue thresholds may be applied. 

c) Fineco Asset Management DAC Investment Exclusion Policy effective on 27 July 2022. 

The above exclusions and screens (the “Exclusions”) may be updated from time to time. Please refer to the website for further information Sustainable investing framework (fidelityinternational.com) and further details on the Exclusion Policy can be found on the Management Company’s website at the following link FAM - Sustainability | Fineco FAM - Fineco FAM (finecoassetmanagement.com) 

The investment manager also has discretion to implement enhanced, stricter sustainable requirements and exclusions from time to time.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The Mandate will invest: 

(i) a minimum of 70% of its assets in issuers with favourable ESG characteristics, 

(ii) a minimum of 35% in sustainable investments of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 15% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 0% have a social objective. 

A minimum of 90% of the Fund’s assets will be analysed as to whether they maintain favourable ESG characteristics. When selecting investments, the Fund’s investment universe will be reduced by at least 20% due to the exclusion of issuers on the basis of their ESG characteristics. 

In addition, the Fund will systematically apply the Exclusions to direct investments as described above. 

In addition, the Fund will systematically apply the Exclusions as described above. 

The Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy. 

What is the policy to assess good governance practices of the investee companies?

The governance practices of issuers are assessed using fundamental research, including Fidelity ESG ratings, data regarding controversies and UN Global Compact violations. 

Key points that are analysed include track record of capital allocation, financial transparency, related party transactions, board independence and size, executive pay, auditors and internal oversight, minority shareholder rights, among other indicators. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

When selecting investments, the Fund’s investment universe will be reduced by at least 20% due to the exclusion of issuers on the basis of their ESG characteristics. 

Does this financial product consider principal adverse impacts on sustainability factors?
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Yes, Principal adverse impacts on sustainability factors are considered through and incorporated into investment decisions through a variety of tools, including: 



i. Due Diligence - analysis of whether principle adverse impacts are material and negative. 



ii. ESG rating - Fidelity references ESG ratings which incorporate material principal adverse impacts such as carbon emissions, employee safety and bribery and corruption, water management. For sovereign issued securities, principal adverse impacts are considered through and incorporated into investment decisions using ratings which incorporate material principal adverse impacts such as carbon emissions, social violations and freedom of expression. 



iii. Exclusions - When investing directly in corporate issuers, the Fund applies the Exclusions to help mitigate PAI through excluding harmful sectors and prohibiting investment in issuers that breach international standards, such as the UNGC. 



iv. Engagement - Fidelity uses engagement as a tool to better understand principal adverse impacts on sustainability factors and, in some circumstances, advocate for enhancing principal adverse impacts and sustainability metrics. Fidelity participates in relevant individual and collaborative engagements that target a number of principal adverse impacts (i.e. Climate Action 100+, Investors Against Slavery and Trafficking APAC). 



v. Voting - Fidelity’s voting policy includes explicit minimum standards for board gender diversity and engagement with climate change. Fidelity may also vote to enhance issuer performance on other indicators.



vi. Quarterly reviews - monitoring of principal adverse impacts through the Fund’s quarterly review process. 



The specific PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. In certain circumstances, such as indirect investments made by the Fund, PAI may not be considered.



E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Fund aims to invest: 



(i) A minimum of 70% of its assets in securities of issuers with favourable ESG characteristics, 



(ii) A minimum of 35% in sustainable investments (#1A sustainable)* of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 15% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 0% have a social objective. 



(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.



*Fidelity determines the minimum overall percentage of sustainable investments on the basis of including issuers, as described above, whereby more than 50% of revenue contributes to a sustainable investment objective.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Where the security underlying a derivative has favourable ESG characteristics in accordance with Fidelity's Sustainable Investing Framework, the derivative may be included in determining the proportion of the Fund dedicated to promotion of environmental or social characteristics.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

Not applicable.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund invests a minimum of 15% in sustainable investments with an environmental objective that is not aligned with the EU Taxonomy. 

What is the minimum share of socially sustainable investments?

The Fund invests a minimum of 0% in sustainable investments with a social objective.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund will be invested in assets aligned with the financial objective of the Fund, cash and cash equivalents for liquidity purposes and derivatives which may be used for investment and efficient portfolio management. 

As a minimum environmental and social safeguard, the Fund will adhere to the Exclusions.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes: 

i) the percentage of the Fund invested in securities of issuers with favourable ESG characteristics in accordance with Fidelity’s Sustainable Investing Framework; 

ii) the percentage of the Fund invested in securities of issuers with exposure to the Exclusions (as defined below); 

iii) the percentage of the Fund invested in sustainable investments; and 

iv) the percentage of the Fund invested in sustainable investments with an environmental objective in economic activities that qualify as environmentally sustainable under the EU Taxonomy; and 

v) the percentage of the Fund invested in sustainable investments with an environmental objective in economic activities (that do not qualify as environmentally sustainable under the EU Taxonomy) 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Both Fidelity’s investment directors and the portfolio compliance team monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a daily basis, using Fidelity’s internal compliance monitoring system.

The sustainability indicators are monitored by Fidelity’s sustainable investing team on a quarterly basis.
The Fund’s periodic disclosures report on the extent to which the Fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The attainment of sustainability indicators is measured by Fidelity’s sustainable investing team on a quarterly basis, using data obtained from daily monitoring of the environmental or social characteristics promoted by the Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
Data is obtained from a combination of internal and external sources.
External sources include:
MSCI and Factset that provide data on principal adverse impacts, controversy data and ESG ratings data;
Institutional Shareholder Services (ISS) that provide carbon data, climate data and data on UN Global Compact violators;
Moody’s that provide EU Taxonomy data.
Internal sources include Fidelity Sustainability Ratings, which complement the third-party sourced ESG ratings and controversy data for exclusions and qualitative assessments.


Measures taken to ensure data quality
When a data provider is initially onboarded by Fidelity, an assessment of data quality and an evaluation of data samples is made.
Fidelity assesses the quality of MSCI ESG ratings data on an ongoing daily basis, using broad statistics to check data points for accuracy and completeness.
Fidelity also performs certain manual checks from time to time on externally sourced data.



How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fidelity’s policies on data processing.



Proportion of data that is estimated
Fidelity does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Limitations in data availability or methodological challenges may constrain Fidelity’s ability to generate insights into an individual issuer’s contribution towards a sustainability objective. The data used is in part provided by external data providers, which may apply different models and may contain inaccurate or incomplete data. In case of insufficient data, these data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by issuer engagement and Fidelity do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. 

In addition, Fidelity continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into an issuers performance on sustainability issues and will continue to evolve Fidelity’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:
(i) ESG ratings which incorporate analysis of the environmental and social characteristics of an issuer and consideration of material principal adverse impacts such as carbon emissions, employee safety and bribery and corruption, water management and, for sovereign issued securities, ratings used incorporate consideration of material principal adverse impacts such as carbon emissions, social violations and freedom of expression. Fidelity ESG ratings for each issuer are reviewed on an annual basis.

(ii) Engagement - Fidelity uses engagement as a tool to better understand issuers and, in some circumstances, advocate for change. Fidelity participates in relevant individual and collaborative engagements that target a number of principal adverse impacts (i.e. Climate Action 100+, Investors Against Slavery and Trafficking APAC).

The Sustainable Investing frameworks and activities are overseen by the Fidelity Sustainable Investing Operating Committee (the ‘SIOC’). The SIOC is responsible for setting the policies and objectives of Fidelity as they relate to sustainable investing and oversee the implementation and delivery of these policies and objectives. This committee is comprised of Fidelity senior executives from across Fidelity’s business units, including the Global Head of Stewardship and Sustainable Investing. In addition, the SIOC is responsible for the conduct, oversight and execution of Fidelity’s ownership rights in investee issuers, including engagement and proxy voting activities.

The Fidelity Sustainable Investing frameworks and Fidelity ESG Ratings have been reviewed and validated by Fidelity internal risk and internal audit teams.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Engagement and voting form part of the Fund’s consideration of principal adverse impacts on sustainability factors. Engagement is part of the Fund’s investment strategy and is used determine eligibility of issuers that don’t have favourable ESG characteristics but demonstrate that they are on an improving trajectory with respect to their ESG characteristics.

The Investment Manager’s Sustainable Investing Principles and Voting Policy sets out how it may integrate shareholder engagement in investment strategies. Engagements can be undertaken to gain a deeper understanding of an issuer’s sustainability and impact on environmental and social factors practices to better inform investment decisions and to use influence to improve the sustainability practices of issuers.

The Investment Manager seeks to maintain an ongoing dialogue with management of issuers. Formal meetings are typically held with most issuers at least twice a year. In addition to these regular dialogues, there are a variety of other opportunities for ESG-focussed engagements including those in response to a controversy or adverse event, or if flagged for engagement during the Fidelity Sustainability Rating assessment process, a thematic engagement on a particular sustainable investing issue, in response to an issuer’s request for engagement on a specific governance or corporate event, or through involvement with a third-party engagement forum. Once the Investment Manager has identified an engagement opportunity, a constructive dialogue starts with issuers to explain the Investment Manager’s beliefs and expectations, and to encourage shifts in long term behaviour.

The Investment Manager documents engagements with issuers in a centralised application platform, which is available to the entire investment team. Engagements can have various timeframes depending on the materiality and urgency of the topic in discussion. A lack of impact of the engagement can lead to a worsened Fidelity Sustainability Rating or lead to considerations around voting and divestment.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes
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How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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A. Summary


The Sub-Fund promotes a broad range of environmental and/or social characteristics through its inclusion criteria for investments that promote environmental and/or social characteristics. It is required to invest at least 51% of its assets in such securities. It also promotes certain norms and values by excluding particular companies from the portfolio. All investments (excluding cash and derivatives) are screened to exclude known violators of good governance practices. 



Through its inclusion criteria, the Sub-Fund promotes environmental characteristics which may include effective management of toxic emissions and waste, as well as good environmental record. It also promotes social characteristics which may include effective sustainability disclosures, positive scores on labour relations and management of safety issues. 



Through its exclusion criteria, the Sub-Fund promotes certain norms and values such as support for the protection of internationally proclaimed human rights and reducing toxic emissions, by fully excluding companies that are involved in particular activities such as manufacturing controversial weapons and applying maximum revenue, production or distribution percentage thresholds to others such as those that are involved in thermal coal and tobacco. 



While the Sub-Fund does not have a sustainable investment objective, it will invest at least 10% of assets in Sustainable Investments. The Investment Manager (“J.P. Morgan”) follows a framework in seeking to avoid any Sustainable Investments significantly harming any environmental or social objectives. The indicators for adverse impacts on sustainability factors in Table 1 of Annex 1 and certain indicators, as determined by the Investment Manager, in Tables 2 and 3 of Annex 1 of the EU SFDR Regulatory Technical Standards are taken into account in respect of this framework. The Sub-Fund does not commit to investing any proportion of its assets specifically in companies exhibiting positive environmental characteristics or specifically in positive social characteristics or both nor is there any commitment to any specific individual or combination of environmental or social objectives in respect of the Sustainable Investments. 



Ancillary Liquid Assets, Deposits with Credit Institutions, money market instruments / funds (for managing cash subscriptions and redemptions as well as current and exceptional payments) and derivatives for EPM are not included in the % of assets calculations. Minimum investment threshold and exclusions are monitored through rules in the portfolio guidelines system aiming to ensure that the Sub-Fund complies at all times through its lifecycle. 



A combination of the Investment Manager's proprietary ESG scoring methodology and/or third party data are used as indicators to measure the attainment of the environmental and/ or social characteristics that the Sub-Fund promotes. The data may be obtained from investee companies themselves and/or supplied by third party service providers. The data may be subject to limitations in respect of its accuracy or completeness but mitigating safeguards are in place. 



A key strength of the investment process is in-house research, produced by a team of fundamental and quantitative equity analysts. ESG views on specific companies are the product of proprietary research and one-on-one engagements with companies. Active ownership is a key component of the investment process, used not only to understand how companies and issuers consider issues related to ESG. but also to try to influence their behavior and encourage best practices, for the purpose of enhancing returns. The Sub-Fund does not use a designated reference benchmark to meet the environmental or social characteristics it promotes.



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the Sustainable Investments that the Fund partially intends to make may include any individual or combination of the following: 

· Environmental Objectives (i) climate risk mitigation, (ii) transition to a circular economy; 

· Social Objectives (i) inclusive and sustainable communities - increased female executive representation, (ii) inclusive and sustainable communities - increased female representation on boards of directors and (iii) providing a decent working environment and culture. 

Contribution to such objectives is determined by either (i) products and services sustainability indicators which may include the percentage of revenue derived from providing products and / or services that contribute to the relevant sustainable objective, such as a company producing solar panels or clean energy technology that meets the Investment Manager’s proprietary thresholds contributing to climate risk mitigation; or (ii) being an operational peer group leader contributing to the relevant objective. Being a peer group leader is defined as scoring in the top 20% relative to peers based on certain operational sustainability indicators. For example, scoring in the top 20% relative to peers on total waste impact contributes to a transition to a circular economy.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The Sustainable Investments that the Fund partially intends to make are subject to a screening process that identifies and excludes, from qualifying as a Sustainable Investment, the worst offending companies, in relation to certain environmental considerations such as climate change, protection of water and marine resources, transition to a circular economy, pollution and protection of biodiversity and ecosystems. The Investment Manager also applies a screen to align with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights as provided for under the Minimum Safeguards in the EU Taxonomy Regulation. 

How does this financial product take into account principal adverse impacts on sustainability factors?

Certain indicators for adverse impacts on sustainability factors as set out in the EU SFDR Regulatory Technical Standards are taken into account to demonstrate that an investment qualifies as a Sustainable Investment. In particular, adverse sustainability indicators 10 and 14 from the EU SFDR Regulatory Technical Standards in relation to violations of the UN Global Compact and controversial weapons have been taken into account through the values and norms-based exclusions described above in the answer to “What environmental and/or social characteristics are promoted by this financial product?”. 

Further additional adverse sustainability indicators, such as indicators 3, 5, 6 and 9 as set out in the EU SFDR Regulatory Technical Standards in relation to GHG intensity, share of non renewable energy consumption and production, energy consumption and hazardous waste are considered as part of the do no significant harm screen described in the answer to the above question. Issuers below a predefined threshold using the relevant EU SFDR Regulatory Technical Standards metrics will be screened out. 

The Investment Manager may consider a broader set of indicators for adverse impacts on sustainability factors at its discretion. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The norms based portfolio exclusions as described above under “What environmental and/or social characteristics are promoted by this financial product?” seek alignment with these guidelines and principles. Third party data is used to identify violators and prohibit relevant investments in these companies.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes a broad range of environmental and/or social characteristics through its inclusion criteria for investments that promote environmental and/or social characteristics. It is required to invest at least 51% of its assets in such securities. It also promotes certain norms and values by excluding particular companies from the portfolio. 

Through its inclusion criteria, the Fund promotes environmental characteristics which may include effective management of toxic emissions and waste, as well as good environmental record. It also promotes social characteristics which may include effective sustainability disclosures, positive scores on labour relations and management of safety issues. 

Through its exclusion criteria, the Fund promotes certain norms and values such as support for the protection of internationally proclaimed human rights and reducing toxic emissions, by fully excluding companies that are involved in particular activities such as manufacturing controversial weapons and applying maximum revenue, production or distribution percentage thresholds to others such as those that are involved in thermal coal and tobacco. Please refer to the exclusions policy for the Fund on http://www.jpmorganassetmanagement.lu/and FAM - Sustainability | Fineco FAM - Fineco FAM (finecoassetmanagement.com) for further information. 

No benchmark has been designated for the purpose of attaining the environmental or social characteristics.

D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund’s strategy can be considered in respect of its general investment approach and ESG approach as follows: 

Investment approach 

· Uses a fundamental, bottom-up stock selection process. 

· Uses a high conviction approach to finding the best investment ideas. 

· Seeks to identify high quality companies with superior and sustainable growth potential. 

ESG approach: ESG Promote 

· Excludes certain sectors, companies or practices based on specific values or norms based criteria.

· At least 51% of assets to be invested in companies with positive environmental and/ or social characteristics. 

· At least 10% of assets to be invested in Sustainable Investments. 

· All companies follow good governance practices. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics are: 

· The requirement to invest at least 51% of assets in companies with positive environmental and/or social characteristics. 



· The values and norms based screening to implement full exclusions in relation to companies that are involved in certain activities such as manufacturing controversial weapons and applying maximum revenue, production or distribution percentage thresholds to others such as those that are involved in thermal coal and tobacco. 



· The requirement for all companies in the portfolio to follow good governance practices. 

The Fund also commits to investing at least 10% of assets in Sustainable Investments. 

What is the policy to assess good governance practices of the investee companies?

All investments (excluding cash and derivatives) are screened to exclude known violators of good governance practices. In addition, for those investments included in the 51% of assets promoting environmental and/or social characteristics or qualifying Sustainable Investments, additional considerations apply. For these investments, the Fund incorporates a peer group comparison and screens out companies that do not score in the top 80% relative to peers based on good governance indicators. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes

[image: checkbox]No



Yes, The Fund considers select principal adverse impacts on sustainability factors through values and norms-based screening to implement exclusions. Indicators 10 and 14 in relation to violations of the UN Global Compact and controversial weapons from the EU SFDR Regulatory Technical Standards are used in respect of such screening. The Fund also uses certain of the indicators as part of the “Do No Significant Harm” screen as detailed in the response to the question directly above to demonstrate that an investment qualifies as a Sustainable Investment. 



Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report.



E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Fund plans to allocate at least 51% of its assets to companies with positive environmental and / or social characteristics and a minimum of 10% of assets to Sustainable Investments. The Fund does not commit to investing any proportion of assets specifically in companies exhibiting positive environmental characteristics or specifically in positive social characteristics nor is there any commitment to any specific individual or combination of environmental or social objectives in respect of the Sustainable Investments. Therefore, there are no specific minimum allocations to environmental or social objectives referred to in the diagram below. 

Ancillary Liquid Assets, Deposits with Credit Institutions, money market instruments / funds (for managing cash subscriptions and redemptions as well as current and exceptional payments) and derivatives for EPM are not included in the % of assets set out in the table below. These holdings fluctuate depending on investment flows and are ancillary to the investment policy with minimal or no impact on investment operations.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Not applicable.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The Fund invests at least 10% of assets in Sustainable Investments, however, 0% of assets are committed to Sustainable Investments with an environmental objective aligned with the EU Taxonomy.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund invests at least 10% of assets in Sustainable Investments, typically across both environmental and social objectives. It does not commit to any specific individual or combination of Sustainable Investment objectives and therefore there is no committed minimum share. 

What is the minimum share of socially sustainable investments?

The Fund invests at least 10% of assets in Sustainable Investments, typically across both environmental and social objectives. It does not commit to any specific individual or combination of Sustainable Investment objectives and therefore there is no committed minimum share.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The “other” investments are comprised of companies that did not meet the criteria described in response to above question entitled, “What sustainability indicators are used to measure the attainment of each of the environmental or social characteristics promoted by this financial product?" to qualify as exhibiting positive environmental and/or social characteristics. They are investments for diversification purposes.

All investments, including “other” investments are subject to the following ESG Minimum Safeguards/principle: 

· The minimum safeguards as outlined by Article 18 of the EU Taxonomy Regulation (including alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights). 



· Application of good governance practices (these include sound management structures, employee relations, remuneration of staff and tax compliance). 



· Compliance with the Do No Significant Harm principle as prescribed under the definition of Sustainable Investment in EU SFDR. 



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

A combination of the Investment Manager's proprietary ESG scoring methodology and/or third party data are used as indicators to measure the attainment of the environmental and/ or social characteristics that the Fund promotes. 

The methodology is based on a company’s management of relevant environmental or social issues such as its toxic emissions, waste management, labour relations and safety issues. To be included in the 51% of assets promoting environmental and/or characteristics, a company must score in the top 80% relative to its peers on either its environmental score or social score and follow good governance practices. Please refer to “What is the policy to assess good governance practices of the investee companies?” below for further detail on good governance. 

To promote certain norms and values, the Investment Manager utilises data to measure a company’s participation in certain related activities. Screening on that data results in full exclusions on certain potential investments and partial exclusions based on maximum percentage thresholds on revenue, production or distribution on others. A subset of the “Adverse Sustainability Indicators” as set out in the EU SFDR Regulatory Technical Standards is also incorporated in the screening and the relevant metrics are used to identify and screen out identified violators. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The minimum investment threshold of 51% in companies with positive environmental and / or social characteristics and the exclusions are monitored through rules in the portfolio guidelines system aiming to ensure that the Sub-Fund complies at all times through its lifecycle. The controls are automated in internal systems. The relevant rules are coded as part of pre & post-trade monitoring and monitored daily in accordance with the net asset value frequency. This tracks portfolio exposure to avoid purchasing excluded securities and to ensure that the minimum required level of 51% in companies with positive environmental and / or social characteristics is complied with. 

Any breaches of the rules are treated on a case by case basis depending on the nature / severity of the breach are escalated within the Management Company for review and validation including the analysis and supporting documentation evidencing the breach as required. In addition, the Investment Manager can view portfolio and stock/asset level pass rates and portfolio level coverage ratios on a daily basis through the portfolio management systems.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

A combination of the Investment Manager's proprietary ESG scoring methodology and/or third-party data are used as indicators to measure the attainment of the environmental and/ or social characteristics that the Sub-Fund promotes. 

The methodology is based on a company’s management of relevant environmental or social issues such as its toxic emissions, waste management, labour relations and safety issues. To be included in the 51% of assets promoting environmental and/or characteristics, a company must score in the top 80% relative to its peers on either its environmental score or social score and follow good governance practices. 

To promote certain norms and values, the Investment Manager utilises data to measure a company’s participation in activities potentially contrary to the Sub-Fund’s exclusion policy such as companies manufacturing controversial weapons. The data may be obtained from investee companies themselves and/or supplied by third party service providers (including proxy data). Data inputs that are self-reported by companies or supplied by third-party providers may be based on data sets and assumptions that may be insufficient, of poor quality or contain biased information. Third party data providers are subject to rigorous vendor selection criteria which may include analysis on data sources, coverage, timeliness, reliability and overall quality of the information, however, the Investment Manager cannot guarantee the accuracy or completeness of such data. 

Screening on that data results in full exclusions on certain potential investments and partial exclusions based on maximum percentage thresholds on revenue, production or distribution on others. A subset of the “Adverse Sustainability Indicators” as set out in the EU SFDR Regulatory Technical Standards is also incorporated in the screening and the relevant metrics are used to identify and screen out identified violators.



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources


Inclusion Criteria

In relation to the 51% of assets promoting environmental and/or social characteristics, two proprietary scores are calculated drawing on various sources of data. The first, the JPMAM Fundamental ESG Score, is based on an ESG Checklist completed by the Investment Manager’s analysts. As well as conducting their own proprietary research and directly communicating with companies, they draw on data from company and industry sources which may include company regulatory filings, annual reports, company websites, media, data from third party providers, sell-side investment research, reports from industry groups The second score is the JPMAM Quantitative ESG Score which draws on third-party ESG analysis from specialist data providers and sell-side brokers. The JPMAM Fundamental ESG Score is prioritised where available, otherwise the JPMAM Quantitative ESG Score or a combined score with respect to the JPMAM Fundamental ESG Score and the JPMAM Quantitative ESG Score. 



Exclusion Criteria 

To promote certain norms and values, the Investment Manger utilises data to measure a company’s participation in activities potentially contrary to the Sub-Fund’s exclusion policy, such as companies manufacturing controversial weapons. The data may be obtained from investee companies themselves and/or supplied by third party service providers (including proxy data).


Measures taken to ensure data quality
The proprietary scores are subject to oversight and peer review and are transparent to all relevant investment team members through J.P. Morgan SpectrumTM, J.P. Morgan Asset Management’s common technology platform. 



The ESG Checklist from which the JPMAM Fundamental ESG Score is derived is produced by the relevant analyst, reviewed by the Directors of Research, and the output may be subject to challenge by the investment teams. 



Third party data providers are subject to rigorous vendor selection criteria. Each service provider is considered carefully before the decision is taken to onboard them. When selecting and onboarding any new provider, the Sustainable Investing team conduct an in-depth evaluation of its capabilities, resourcing, costs and controls. 



Where the Investment Manager considers data from investee companies or third-party ESG data providers to be outdated or factually incorrect, they may work closely with the data provider to improve the data accuracy and timeliness.



How data is processed
Data is processed through a combination of external and internal proprietary systems and digital platform tools which monitor the exposure of the funds both at fund and security level both pre and post trade.


Proportion of data that is estimated
The proportion of data used to support the JPMAM Fundamental ESG Score or the JPMAM Quantitative ESG Score that is estimated will vary depending on such factors as company level disclosures. For example, Scope 1 & 2 green house gas emissions are widely reported by companies, while Scope 3 data, where available, is often estimated.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

(a) Limitations to methodologies and data sources:

While covering a diverse range of environmental, social and governance factors, the JPMAM Fundamental ESG Score and the JPMAM Quantitative ESG Score are used to identify the most financially material ESG risks and opportunities, and so may not be exhaustive. Data inputs that are self-reported by issuers or supplied by third-party providers may be based on data sets and assumptions that may be insufficient, of poor quality or contain biased information. The Investment Manager cannot guarantee the accuracy or completeness of such data. With respect to third party data, the criteria and rating systems used by third-party providers can differ significantly. Since there is no standard ESG scoring system, the methodology and conclusions reached by third-party providers may differ significantly from those that would be reached by other third-party providers or the Investment Manager. While JPMorgan Asset Management seeks data inputs that it believes to be reliable, it cannot guarantee the accuracy or completeness of its proprietary system or third-party data. 



(b) how such limitations do not affect how the environmental or social characteristics promoted by the financial product are met:

These limitations do not affect how the environmental or social characteristics promoted by the financial product are met as they are mitigated with the aim of ensuring the integrity and appropriateness of the data used. Third party data providers are subject to rigorous vendor selection criteria which may include analysis on data sources, coverage, timeliness, reliability and overall quality of the information. The evaluation of vendors continues on an ongoing, periodic basis during the term of subscriptions to the service to ensure that the provider is delivering on the agreed service. New providers are considered on an ongoing basis to determine if they would add benefit beyond the existing providers. The ESG Checklist from which the JPMAM Fundamental ESG Score is derived is produced by the relevant analyst, reviewed by the Directors of Research, and the output may be subject to challenge by the investment teams.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

A key strength of the investment process is in-house research, produced by a team of fundamental and quantitative equity analysts. ESG views on specific companies are the product of proprietary research and one-on-one engagements with companies. The Investment Manager also draws on data from external providers. 

The Investment Manager’s research framework uses several internally developed processes to assess the quality of a company including its ESG credentials. The ESG assessment includes the use of the ESG Checklist with detailed questions put to companies under coverage globally (where possible, not all companies can be covered), proprietary data-driven ESG scoring, a fundamental materiality framework and strategic classification framework. 

The due diligence or research on the underlying companies is conducted by research analysts and/or the Investment Manager and there are designated persons responsible for quality control of both fundamental and quantitative research. On a quarterly basis, a team independent of the Investment Manager conduct formal review meetings with each investment team. Portfolios are reviewed in the context of objectives, performance, risk positioning and ESG integration.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk127447440]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Active ownership is a key component of the investment process, used not only to understand how companies and issuers consider issues related to ESG but also to try to influence their behavior and encourage best practices, for the purpose of enhancing returns. The Investment Manager define engagement as active interaction with investee companies or issuers, exercising J.P. Morgan’s voice as a long-term investor through industry participation and proxy voting. Active ownership allows the Investment Manager to manage ESG risks and to systematically incorporate insights gained from engagement into J.P. Morgan’s investment decisions. For further details on J.P. Morgan’s engagement processes, please see J.P. Morgan’s Annual Investment Stewardship Report. The Investment Manager monitors controversies in respect of underlying companies / issuers, and in particular, United Nations Global Compact breaches. There are processes to assess the severity of these issues and consider whether engagement would be an effective approach by which to elicit a positive response from the company / issuer.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes
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How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

The Sub-Fund does not use a designated reference benchmark to meet the environmental or social characteristics promoted. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that are aligned with
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sovereign bonds.
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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

This Fund promotes certain environmental and/or social characteristics. It does not have as its objective sustainable investment but commits to a minimum proportion of such investments. 

Specific sustainability indicators will be used to measure the attainment of the environmental and/or social characteristics of the Fund in accordance with the methodologies described below. The asset allocation of the Fund is presented in the form of a chart that holds a specification of the percentage of investments expected to be aligned with the environmental and/or social characteristics of the Fund and the commitment to sustainable investments. Internal limit monitoring systems run pre- and post-trade screenings for the holdings of the Fund. Pre-trade limits block the unfit investment opportunities from NAM’s portfolio management tool, and post-trade limits flag any exposure or activity that is not aligned with NAM’s investment guidelines. 



Internal and external data sources and data providers are used to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis. NAM aim to mitigate limitations to data sources by applying solid due diligence measures in relation to external data providers, and manual verification processes.



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund partially intends to make, is to contribute to one or several of the UN SDGs or alternatively be involved in Taxonomy aligned activities. Sustainable investments contribute to the objectives through the Fund’s investments in companies that support the UN SDGs or Taxonomy aligned activities by passing a minimum threshold for revenue alignment with UN SDGs or the EU Taxonomy. 

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments are screened to ensure that they do not significantly harm any other social or environmental objectives (DNSH test) as defined by the EU Taxonomy or any SDGs as adopted by the UN. 

How does this financial product take into account principal adverse impacts on sustainability factors?

NAM has developed a proprietary quantitative methodology that assesses the environmental and social impact of NAM´s investment universe (direct investments mainly) using multiple principal adverse impact (“PAI”) indicators from Table 1 and/or Table 2 and/or Table 3 of Annex 1 of the SFDR RTS (the “PAI tool”). The methodology utilises a diverse range of data sources in order to ensure that investee companies’ performance is appropriately analysed. PAI indicators are assessed in NAM’s PAI tool and the results are a material part of the DNSH test. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Alignment of the Sustainable Investments with the OECD guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights, is confirmed as part of the process to identify sustainable investments using NAM’s PAI tool.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics ("E/S") characteristics of this Fund include: 

Minimum proportion of sustainable investments The Fund partly invests in sustainable investments, which means companies and issuers involved in activities that contribute to an environmental or social objective as outlined in UN SDGs and/or the EU Taxonomy, while not significantly harming any other environmental or social objectives. 

ESG scoring The Fund invests in companies that have been analysed and scored in NAM’s proprietary ESG tool to ensure that only securities issued by companies that meet the minimum required ESG score are eligible for inclusion. 

Sector- and value-based exclusions Exclusion filters are applied to the portfolio construction process to restrict investments in companies and issuers with material exposure to certain activities deemed to be detrimental to the environment or the society at large, including tobacco companies and fossil fuel companies. 

NAM’s Paris-Aligned Fossil Fuel policy whereby the Fund will not invest in companies that have significant exposure to fossil fuels unless they have a credible transition strategy. 

The Fund uses a benchmark that is not aligned with the Fund’s E/S characteristics. This Fund does not have a specific index designated as a reference benchmark to determine whether this financial Fund is aligned with the environmental or social characteristics that it promotes.



D. The Investment Strategy

What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is managed according to the Stars investment strategy which includes a commitment to apply the NAM proprietary ESG framework to analyse and select investments that epitomize the ESG characteristics of the Fund. 

The analysis is performed via an enhanced due diligence on material ESG issues that are relevant to the investee company. Furthermore, each company's business model alignment with relevant UN SDGs is taken into consideration as well as the company’s approach to managing ESG risks. Depending on the outcome of the analysis, the company will be assigned an ESG score from C to A. Stars eligible investments must have an ESG score in the B or A range. 

Companies and issuers are analysed and screened using NAM’s proprietary methodology to identify and select sustainable investments that will contribute to the proportion of such investments. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

• Direct investments must meet the minimum threshold for ESG score. 

• Minimum 50% of the Fund is invested in sustainable investments as defined by NAM’s proprietary methodology that identifies sustainable investments. 

• Sector- or value-based exclusions prevent investments into activities that are deemed to be inappropriate for the strategy. More information is available in the sustainability-related website information in accordance with SFDR article 10. 

• NAM's Paris-Aligned Fossil Fuel Policy sets thresholds for companies’ exposure to fossil fuel Fundion, distribution and services. This means that the Fund will not invest in companies with material involvement in fossil fuel Fundion, distribution or services if they 

do not have a documented transition strategy that aligns with the Paris Agreement. 

• The Fund adheres to NAM’s Responsible Investment Policy and does not invest in companies that are on Nordea’s exclusion list due to violation of international norms or involvement in controversial business activities. 



The binding elements are documented and monitored on an ongoing basis. Separately, NAM has risk management processes in place to control financial and regulatory risk and ensure appropriate escalation of any potential issues within a clear governance structure. 



NAM conducts a thorough due diligence on external data vendors to clarify applied methodologies and verify data quality. However, as the regulation and standards of non-financial reporting is rapidly developing, data quality, coverage and accessibility remains challenging – especially for smaller companies and less developed markets. 

In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy. 

What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies is addressed in various layers of the security selection process. Governance safeguards are inherent in the NAM level norms-based screening as well as the NAM PAI processes. Additionally, at the Fund level, companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on three pillars; 1) The principles of governance (democratic governance), 2) Execution of governance and 3) Efficiency of governance. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?
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Yes, NAM’s proprietary quantitative PAI tool assesses the impact of NAM´s investment universe (direct investments mainly) across multiple PAI indicators. Investment teams have access to both absolute PAIs metrics and normalised scale values, allowing them to identify outliers and adjust their view of investee companies and issuers accordingly. The specific PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 



Information on PAI on sustainability factors will be made available in the periodic reporting pursuant to SFDR Article 11(2).





E. Proportion of Investments



What is the planned asset allocation for this financial product?

[image: ]



*Investments means the products NAV which is the total market value of the

product.



The product is expected to dedicate 90% to investments that are aligned with its E/S characteristics. The product is expected to dedicate 50% to sustainable investments. Remaining investments are aligned with the E/S characteristics but do not qualify as sustainable investments. 0% of investments are intended to be Taxonomy-aligned.

The asset allocation may change over time and percentages should be seen as an average over an extended period of time. Calculations may rely on incomplete or inaccurate company or third party data.



How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Not applicable.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

[image: ]

What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund may invest in economic activities that are not yet eligible to be environmentally sustainable economic activities. Company data of EU Taxonomy-alignment is not yet widely available from public disclosures by investee companies. The minimum proportion of such investments is 0%. 

What is the minimum share of socially sustainable investments?

The Fund contains investments with both an environmental and a social objective. There is no prioritisation of environmental and social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the investment manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities. 

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

Cash may be held as ancillary liquidity or for risk balancing purposes. The Fund may use derivatives and other techniques for the purposes described in the investment guidelines. This category may also include securities for which relevant data is not available.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

To measure the attainment of the environmental or social characteristics, the investment manager will use the following indicators: 

• Carbon Footprint 

• Violations of United Nations Global Compact 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Sector- and value-based exclusions and other binding restrictions are monitored in the limit system which is run internally by the Risk Management Limit Team (the “Limit Team”). When NAM decide to limit exposure to certain sectors or activities, NAM build those into NAM’s internal limit monitoring system that runs both pre and daily post-trade screenings for their holdings. Pre-trade limits block the unfit investment opportunities from NAM’S portfolio management tool, and post-trade limits flag any exposure or activity that is not aligned with NAM’s investment guidelines. Depending on the E/S characteristic that the incident concerns, and depending on the type of exposure, certain specific action, such as divesting, may be taken.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodologies that apply to measure how environmental and social characteristics promoted by the Fund are met, are set out here below.

Minimum proportion of sustainable investments 

Sustainable investment is defined under the SFDR as an investment in an economic activity that contributes to an environmental or social objective, provided that the investment does not significantly harm any environmental or social objective and that the investee companies follow good governance practices. 

NAM take into consideration the regulatory framework for sustainable finance, as well as proprietary investment methodologies, to ensure that sustainable investments can be identified, invested in and measured. 

In order to select sustainable investments, NAM apply three tests. The investment should pass all three tests to qualify as a sustainable investment. 

· Step 1: Good governance test – a company needs to have sufficient processes in place related to the four good governance topics specified by the SFDR: sound management structures, employee relations, remuneration of staff and tax compliance, and must not be subject to significant controversies related to any of these topics 

· Step 2: Do no significant harm test – a company cannot perform negatively on selected principal adverse impact (" PAI") indicators. Principal adverse impacts are the most significant negative impacts of investment decisions on sustainability factors relating to environmental, social and employee matters, respect for human rights, anticorruption and antibribery matters. The thresholds defining negative outliers and poor performance vary for each PAI indicator 

· Step 3: Environmental or Social Contribution – A minimum proportion of 20 per cent of the turnover of the company should come from economic activities that actively contribute to a sustainable objective. The sustainable objective can be an environmentally-sustainable objective defined in the EU Taxonomy Regulation (" EU Taxonomy"), or an environmental or social objective belonging to the list of United Nations Sustainable Development Goals.

ESG scoring 

A numerical ESG risk score model built upon different quantitative ESG risk metrics is used to set an ESG score of potential investee companies. In addition to third party data, a manual qualitative analysis may supplement the determination of the ESG score. The scoring scale consists of A, B and C, accompanied by a trend indicator, and with A being the highest ESG score. Numerical risk scores may be provided by external data vendors or they may be the result of NAM’s internal proprietary analysis. 

Sector- and value-based exclusions 

Exclusions aim at limiting the investment exposure to certain sectors or activities that may be considered to be damaging for the environment and/or the society at large. Sector screenings assess a company’s involvement in a specific activity measured by the revenue derived from this activity. Sector exclusions are the result of screenings based on the data and methodology of NAM’s selected data vendors. 

NAM Paris Aligned Fossil Fuel Policy 

NAM’s Paris-Aligned Fossil Fuel Policy (“ PAFF”), has been developed with the Paris agreement in mind. The Paris agreement is a legally binding international treaty on climate change. Its goal is to limit global warming, preferably to 1.5 degrees Celsius, compared to pre-industrial levels. The NAM PAFF Policy sets thresholds for companies’ exposure to fossil fuel production, distribution and services, which are implemented and monitored as specific exclusions in NAM’s limit system. However, investments may be allowed in companies that help accelerate the transition to clean energy and phase out of fossil fuel. The NAM PAFF policy can be found here.



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk125363064]Data Sources
NAM use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by NAM’s Investment Teams and the Responsible Investment Team.

[bookmark: _Hlk125363083]
Measures taken to ensure data quality
NAM apply various measures to control the quality of the external and internal data sets used. This may include internal control measures commonly used in computer programming such as: 

· Quality assurance test whereby controls are made to check that the external data values are in the expected range and behave as intended 

· Unit testing whereby individual data and functions created to generate insights or transform said data are tested to determine if they are fit for use and produce the expected output 

· Four-eyes review of any code changes by NAM’s specialists Segregation of duties whereby there is a separation of responsibilities of key processes between more than one person, based on their area of expertise 

· Segregation of IT environments that protects the integrity and availability of the environment producing the data and allows for testing of new data in terms of quality and robustness before it is used in a production environment 

· Sanity test whereby the functionality and output of the system is tested to ensure that it works as expected 

· Review of the data and insights generated by said data by NAM’s analysts/specialists



Furthermore, to the extent possible, data reported by companies, regulatory authorities and/or non-governmental organisations are prioritised over data from data providers’ estimation models. This is done in order to minimize the reliance on third party estimation efforts which in turns improves the overall quality of the data NAM use as input in NAM’s investment processes. 



The external data providers and other data sources are assessed on an ongoing basis for data quality, coverage and other attributes.

[bookmark: _Hlk125363101]
How data is processed
As described above, the data used partly derives from external data providers that provide raw data on issuer level. NAM seek to obtain as much and the most granular company data possible. 

[bookmark: _Hlk125363110]The external data received is enriched with additional external data sets, it may be complemented by in-house ESG analysis of the data, and company identifiers (ISIN) are matched with the incoming raw data to companies that NAM can potentially invest into as well as current investee companies.

Proportion of data that is estimated
Although NAM prioritise reported data over estimated data, NAM do rely to some extent on estimations and on estimated data provided by NAM’s external data providers where reported data is not available or of adequate quality.



I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125363126]The fact that some proportion of the data received from external data providers may be estimated data, may be seen as a limitation to the methodologies and data sources. 



Information is mainly based on historical data and may not reflect the future ESG performance or risks of the investments.



To mitigate the limitations to data sources, NAM have ensured to have solid due diligence measures in place in relation to external data providers. Manual verification processes is another mitigating factor. 



NAM evaluate the quality of internal and external data on an ongoing basis, and continuously assess if new data providers can improve the analysis and models. NAM have also implemented a Supplier Code of Conduct for data providers to follow. Prior to a data provider being chosen as a supplier, extensive market research is conducted, and the potential data providers are assessed on issues such as: data quality, coverage, security, methodology, price, reliability and conflict of interest.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



[bookmark: _Hlk125363153]NAM conducts due diligence reviews of all internal and external data on an ongoing basis, and continuously assesses if new data providers can improve the analysis and models. As set out above, NAM have also implemented a Supplier Code of Conduct for data providers to follow. Prior to a data provider being chosen as a supplier, extensive market research is conducted, and the potential data providers are assessed on issues such as data quality, coverage, security, methodology, price, reliability and conflict of interest. 



When it comes to calculation of any potential alignment with the EU Taxonomy, NAM strive to source data directly from companies, but as self-reported data remains scarce, this may be supplemented with data sourced from third party providers. ESG data in general is continually maturing and the data coverage is improving. NAM is constantly searching the market for the data which adheres to EU regulation requirements and can be used to provide NAM’s clients with necessary reports on the products’ ESG profiles.







K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk125363190]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

On behalf of their clients, NAM undertake a range of engagement activities with investee companies and corporate and sovereign issuers in order to encourage them to improve their ESG practices, and promote a long-term approach to decision-making. Please refer to NAM’s Engagement Policy for additional detail. Engagement Policy for NIFSA can be found here and Engagement Policy for NIM can be found here.





L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

The Fund uses a benchmark that is not aligned with the Fund's E/S characteristics.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary


This Fund promotes certain environmental and/or social characteristics. It does not have as its objective sustainable investment but commits to a minimum proportion of such investments. 

Specific sustainability indicators will be used to measure the attainment of the environmental and/or social characteristics of the Fund in accordance with the methodologies described below. The asset allocation of the Fund is presented in the form of a chart that holds a specification of the percentage of investments expected to be aligned with the environmental and/or social characteristics of the Fund and the commitment to sustainable investments. Internal limit monitoring systems run pre- and post-trade screenings for the holdings of the Fund. Pre-trade limits block the unfit investment opportunities from NAM’s portfolio management tool, and post-trade limits flag any exposure or activity that is not aligned with NAM’s investment guidelines. 



Internal and external data sources and data providers are used to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis. NAM aim to mitigate limitations to data sources by applying solid due diligence measures in relation to external data providers, and manual verification processes.





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund partially intends to make, is to contribute to one or several of the UN SDGs or alternatively be involved in Taxonomy aligned activities. Sustainable investments contribute to the objectives through the product’s investments in companies that support the UN SDGs or Taxonomy aligned activities by passing a minimum threshold for revenue alignment with UN SDGs or the EU Taxonomy.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments are screened to ensure that they do not significantly harm any other social or environmental objectives (DNSH test) as defined by the EU Taxonomy or any SDGs as adopted by the UN. 

How does this financial product take into account principal adverse impacts on sustainability factors?

NAM has developed a proprietary quantitative methodology that assesses the environmental and social impact of NAM´s investment universe (direct investments mainly) using multiple principal adverse impact (“PAI”) indicators from Table 1 and/or Table 2 and/or Table 3 of Annex 1 of the SFDR RTS (the “PAI tool”). The methodology utilises a diverse range of data sources in order to ensure that investee companies’ performance is appropriately analysed. PAI indicators are assessed in NAM’s PAI tool and the results are a material part of the DNSH test.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Alignment of the Sustainable Investments with the OECD guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights, is confirmed as part of the process to identify sustainable investments using NAM’s PAI tool.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics ("E/S") characteristics of this product include:

Minimum proportion of sustainable investments The Fund partly invests in sustainable investments, which means companies and issuers involved in activities that contribute to an environmental or social objective as outlined in UN SDGs and/or the EU Taxonomy, while not significantly harming any other environmental or social objectives.

ESG scoring The Fund invests in companies that have been analysed and scored in NAM’s proprietary ESG tool to ensure that only securities issued by companies that meet the minimum required ESG score are eligible for inclusion.

Sector- and value-based exclusions Exclusion filters are applied to the portfolio construction process to restrict investments in companies and issuers with material exposure to certain activities deemed to be detrimental to the environment or the society at large, including tobacco companies and fossil fuel companies.

The Investment Manager's ("NAM") Paris-Aligned Fossil Fuel policy whereby the Fund will not invest in companies that have significant exposure to fossil fuels unless they have a credible transition strategy. 

The Fund uses a benchmark that is not aligned with the Fund's E/S characteristics. This Fund does not have a specific index designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is managed according to the Stars investment strategy which includes a commitment to apply the NAM proprietary ESG framework to analyse and select investments that epitomize the ESG characteristics of the Fund. 

The analysis is performed via an enhanced due diligence on material ESG issues that are relevant to the investee company. Furthermore, each company's business model alignment with relevant UN SDGs is taken into consideration as well as the company’s approach to managing ESG risks. Depending on the outcome of the analysis, the company will be assigned an ESG score from C to A. 

Stars eligible investments must have an ESG score in the B or A range. Companies and issuers are analysed and screened using NAM’s proprietary methodology to identify and select sustainable investments that will contribute to the proportion of such investments.

More information on the general investment policy of the Fund can be found in the Investment Guidelines.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

· Direct investments must meet the minimum threshold for ESG score.

· Minimum 50% of the product is invested in sustainable investments as defined by NAM’s proprietary methodology that identifies sustainable investments.

· Sector- or value-based exclusions prevent investments into activities that are deemed to be inappropriate for the strategy. More information is available in the sustainability-related website information in accordance with SFDR article 10.

· NAM's Paris-Aligned Fossil Fuel Policy sets thresholds for companies’ exposure to fossil fuel production, distribution and services. This means that the product will not invest in companies with material involvement in fossil fuel production, distribution or services if they do not have a documented transition strategy that aligns with the Paris Agreement.

· The product adheres to NAM’s Responsible Investment Policy and does not invest in companies that are on Nordea’s exclusion list due to violation of international norms or involvement in controversial business activities.

The binding elements are documented and monitored on an ongoing basis. Separately, NAM has risk management processes in place to control financial and regulatory risk and ensure appropriate escalation of any potential issues within a clear governance structure.

NAM conducts a thorough due diligence on external data vendors to clarify applied methodologies and verify data quality. However, as the regulation and standards of non-financial reporting is rapidly developing, data quality, coverage and accessibility remains challenging – especially for smaller companies and less developed markets.

In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy.

What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies is addressed in various layers of the security selection process. Governance safeguards are inherent in the NAM level norms-based screening as well as the NAM PAI processes.



Additionally, at the product level, companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on three pillars; 1) The principles of governance (democratic governance), 2) Execution of governance and 3) Efficiency of governance.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes

[image: checkbox]No



Yes, NAM’s proprietary quantitative PAI tool assesses the impact of NAM´s investment universe (direct investments mainly) across multiple PAI indicators. Investment teams have access to both absolute PAIs metrics and normalised scale values, allowing them to identify outliers and adjust their view of investee companies and issuers accordingly. The specific PAI

indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 

Information on PAI on sustainability factors will be made available in the periodic reporting pursuant to SFDR Article 11(2).



E. Proportion of Investments



What is the planned asset allocation for this financial product?

[image: ]



*Investments means the products NAV which is the total market value of the

product.



The asset allocation may change over time and percentages should be seen as an average over an extended period of time. Calculations may rely on incomplete or inaccurate company or third party data. 

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Not applicable.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

[image: ]

What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund may invest in economic activities that are not yet eligible to be environmentally sustainable economic activities. Company data of EU Taxonomy alignment is not yet widely available from public disclosures by investee companies. The minimum proportion of such investments is 0%.



What is the minimum share of socially sustainable investments?

The Fund contains investments with both an environmental and a social objective.

There is no prioritisation of environmental and social objectives, and the strategy

does not target any specific allocation or minimum proportion for either of these

categories. The investment process accommodates the combination of

environmental and social objectives by allowing the investment manager the

flexibility to allocate between these based on availability and attractiveness of investment opportunities.



What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

Cash may be held as ancillary liquidity or for risk balancing purposes. The Fund may use derivatives and other techniques for the purposes described in the investment guidelines. This category may also include securities for which relevant data is not available.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

To measure the attainment of the environmental or social characteristics, the investment manager will use the following indicators: 

• Carbon Footprint 

• Violations of United Nations Global Compact 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Sector- and value-based exclusions and other binding restrictions are monitored in the limit system which is run internally by the Risk Management Limit Team (the “Limit Team”). When NAM decide to limit exposure to certain sectors or activities, NAM build those into their internal limit monitoring system that runs both pre and daily post-trade screenings for their holdings. Pre-trade limits block the unfit investment opportunities from NAM’s portfolio management tool, and post-trade limits flag any exposure or activity that is not aligned with NAM’s investment guidelines. Depending on the E/S characteristic that the incident concerns, and depending on the type of exposure, certain specific action, such as divesting, may be taken.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodologies that apply to measure how environmental and social characteristics promoted by the Fund are met, are set out here below.

Minimum proportion of sustainable investments 

Sustainable investment is defined under the SFDR as an investment in an economic activity that contributes to an environmental or social objective, provided that the investment does not significantly harm any environmental or social objective and that the investee companies follow good governance practices. 

NAM take into consideration the regulatory framework for sustainable finance, as well as proprietary investment methodologies, to ensure that sustainable investments can be identified, invested in and measured. 

In order to select sustainable investments, NAM apply three tests. The investment should pass all three tests to qualify as a sustainable investment. 

· Step 1: Good governance test – a company needs to have sufficient processes in place related to the four good governance topics specified by the SFDR: sound management structures, employee relations, remuneration of staff and tax compliance, and must not be subject to significant controversies related to any of these topics 

· Step 2: Do no significant harm test – a company cannot perform negatively on selected principal adverse impact (" PAI") indicators. Principal adverse impacts are the most significant negative impacts of investment decisions on sustainability factors relating to environmental, social and employee matters, respect for human rights, anticorruption and antibribery matters. The thresholds defining negative outliers and poor performance vary for each PAI indicator 

· Step 3: Environmental or Social Contribution – A minimum proportion of 20 per cent of the turnover of the company should come from economic activities that actively contribute to a sustainable objective. The sustainable objective can be an environmentally-sustainable objective defined in the EU Taxonomy Regulation (" EU Taxonomy"), or an environmental or social objective belonging to the list of United Nations Sustainable Development Goals.

ESG scoring 

A numerical ESG risk score model built upon different quantitative ESG risk metrics is used to set an ESG score of potential investee companies. In addition to third party data, a manual qualitative analysis may supplement the determination of the ESG score. The scoring scale consists of A, B and C, accompanied by a trend indicator, and with A being the highest ESG score. Numerical risk scores may be provided by external data vendors or they may be the result of NAM’s internal proprietary analysis. 

Sector- and value-based exclusions 

Exclusions aim at limiting the investment exposure to certain sectors or activities that may be considered to be damaging for the environment and/or the society at large. Sector screenings assess a company’s involvement in a specific activity measured by the revenue derived from this activity. Sector exclusions are the result of screenings based on the data and methodology of NAM’s selected data vendors. 

NAM Paris Aligned Fossil Fuel Policy 

NAM’s Paris-Aligned Fossil Fuel Policy (“PAFF”), has been developed with the Paris agreement in mind. The Paris agreement is a legally binding international treaty on climate change. Its goal is to limit global warming, preferably to 1.5 degrees Celsius, compared to pre-industrial levels. The NAM PAFF Policy sets thresholds for companies’ exposure to fossil fuel production, distribution and services, which are implemented and monitored as specific exclusions in their limit system. However, investments may be allowed in companies that help accelerate the transition to clean energy and phase out of fossil fuel. The NAM PAFF policy can be found here. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
NAM use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by NAM’s Investment Teams and the Responsible Investment Team.


Measures taken to ensure data quality
NAM apply various measures to control the quality of the external and internal data sets used. This may include internal control measures commonly used in computer programming such as: 

· Quality assurance test whereby controls are made to check that the external data values are in the expected range and behave as intended 

· Unit testing whereby individual data and functions created to generate insights or transform said data are tested to determine if they are fit for use and produce the expected output 

· Four-eyes review of any code changes by NAM’s specialists Segregation of duties whereby there is a separation of responsibilities of key processes between more than one person, based on their area of expertise 

· Segregation of IT environments that protects the integrity and availability of the environment producing the data and allows for testing of new data in terms of quality and robustness before it is used in a production environment 

· Sanity test whereby the functionality and output of the system is tested to ensure that it works as expected 

· Review of the data and insights generated by said data by NAM’s analysts/specialists



Furthermore, to the extent possible, data reported by companies, regulatory authorities and/or non-governmental organisations are prioritised over data from data providers’ estimation models. This is done in order to minimize the reliance on third party estimation efforts which in turns improves the overall quality of the data NAM use as input in NAM’s investment processes. 



The external data providers and other data sources are assessed on an ongoing basis for data quality, coverage and other attributes.



How data is processed
As described above, the data used partly derives from external data providers that provide raw data on issuer level. NAM seek to obtain as much and the most granular company data possible. 

The external data received is enriched with additional external data sets, it may be complemented by in-house ESG analysis of the data, and company identifiers (ISIN) are matched with the incoming raw data to companies that NAM can potentially invest into as well as current investee companies.

Proportion of data that is estimated
Although NAM prioritise reported data over estimated data, NAM do rely to some extent on estimations and on estimated data provided by NAM’s external data providers where reported data is not available or of adequate quality.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

The fact that some proportion of the data received from external data providers may be estimated data, may be seen as a limitation to the methodologies and data sources. 

Information is mainly based on historical data and may not reflect the future ESG performance or risks of the investments.

To mitigate the limitations to data sources, NAM have ensured to have solid due diligence measures in place in relation to external data providers. Manual verification processes is another mitigating factor. 

NAM evaluate the quality of internal and external data on an ongoing basis, and continuously assess if new data providers can improve the analysis and models. NAM have also implemented a Supplier Code of Conduct for data providers to follow. Prior to a data provider being chosen as a supplier, extensive market research is conducted, and the potential data providers are assessed on issues such as: data quality, coverage, security, methodology, price, reliability and conflict of interest.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

NAM conducts due diligence reviews of all internal and external data on an ongoing basis, and continuously assesses if new data providers can improve the analysis and models. As set out above, NAM have also implemented a Supplier Code of Conduct for data providers to follow. Prior to a data provider being chosen as a supplier, extensive market research is conducted, and the potential data providers are assessed on issues such as data quality, coverage, security, methodology, price, reliability and conflict of interest. 

When it comes to calculation of any potential alignment with the EU Taxonomy, NAM strive to source data directly from companies, but as self-reported data remains scarce, this may be supplemented with data sourced from third party providers. ESG data in general is continually maturing and the data coverage is improving. NAM is constantly searching the market for the data which adheres to EU regulation requirements and can be used to provide NAM’s clients with necessary reports on the products’ ESG profiles.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

On behalf of their clients, NAM undertake a range of engagement activities with investee companies and corporate- and sovereign issuers in order to encourage them to improve their ESG practices, and promote a long-term approach to decision-making. Please refer to NAM’s Engagement Policy for additional detail. Engagement Policy for NIFSA can be found here and Engagement Policy for NIM can be found here.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

The Fund uses a benchmark that is not aligned with the Fund's E/S characteristics. This Fund does not have a specific index designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary



Sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective. The Investment Manager’s research process includes consideration of Principal Adverse Impact indicators for all investments where data is available, which allows the Investment Manager to make informed investment decisions. All investments purchased by the Fund must pass the Investment Manager’s good governance tests, and in addition, sustainable investments must also pass tests to confirm they do no significant harm. 

The sustainable investment objective of the Fund is to invest in companies that have demonstrable gender and/or ethnic diversity, or which provide solutions empowering social equality. The Fund invests in Diversity Companies and Inclusion Companies. Sustainability considerations, encompassing ESG factors, are fully integrated into analysis and investment decisions, and play an important role in determining the investment universe and portfolio construction.  

The Investment Manager expects at least 80% of the Fund to be invested in social sustainable investments, in pursuit of the social sustainable investment objective. The Fund holds at least 15% and typically a maximum of 30% in Inclusion Companies, with the remainder of the sustainable investments held in Diversity Companies.

Derivatives are not used to attain the sustainable investment objective. 

The Fund may hold cash, near cash and money market funds, and derivatives for hedging purposes or in connection with cash held for ancillary liquidity. No minimum environmental or social safeguards are applied, other than as stated below. It is also possible that the Fund may hold investments that are not in line with the promoted characteristics. Where this happens, the Fund will generally seek to dispose of them in the best interests of investors, but may not always be able to do so immediately.

For each stock held in the portfolio, the Investment Manager will use the sustainability indicators outlined below. In addition, for each investment considered to be SDG-aligned, the Investment Manager will assess the strength of contribution to the relevant SDG(s). 

Monitoring of the sustainable investment objective is undertaken through systems and digital investment platform tools. The Investment Manager undertakes quarterly reviews at portfolio level inclusive of binding commitments and Key Sustainability Indicator (KSI) outputs.  

Key Sustainability and Principal Adverse Indicators alongside binding elements of the Fund are used to demonstrate attainment of sustainable investment objective of the Fund.

The data sources used to monitor the indicators which align to the sustainable investment objective of the Fund are both sourced from third party data vendors such as MSCI or Bloomberg or sourced from proprietary research and analysis. Data are processed in a combination of external and internal systems and digital platform tools. Use of estimated data is limited and relates primarily to carbon emissions when reported data is unavailable. Where estimated data points are ingested or employed, appropriate data quality checks are to ensure that metrics can be used with due care in the investment process. 

Incomplete, inaccurate or unavailable ESG data may act as a methodological limitation to a non-financial investment strategy. Where limitations in the methodologies and data have been identified, the Investment Manager seeks to mitigate these through governance and oversight.

ESG due diligence is carried out as a part of fundamental investment research. Where applicable, the analyst uses the ESG Scorecard to evaluate 15 mandatory and common factors and additional idiosyncratic factors deemed relevant to the subject company’s risk profile and business mix.

Engagement is part of the environmental or social investment strategy. The precise nature of the engagement will vary depending on the investments held, but these overarching principles will inform the Investment Managers’ conduct when engaging with companies, whether through voting equities in general meetings or in its participation in bondholder committees.

No reference benchmark has been designated for the purpose of attaining the sustainable investment objective.



B. No significant harm to the sustainable Investment Objective

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective as they are required to pass a series of tests, including: 

1. Whether they represent significant exposure to businesses the Investment Manager considers harmful. 



2. Principal Adverse Impact indicators considered to render the investment incompatible with sustainable investment (violations of the UN Global Compact Principles or the OECD Guidelines for Multinational Enterprises, social violations by sovereigns such as being subject to sanctions, negative effects on biodiversity sensitive areas). 



3. Other Principal Adverse Impact indicators form part of a materiality assessment to understand whether any exposures are compatible with sustainable investment. 

[bookmark: _Hlk127438634][bookmark: _Hlk127786015]How have the indicators for adverse impacts on sustainability factors been taken into account? The Investment Manager’s research process includes consideration of Principal Adverse Impact indicators for all investments where data is available (i.e. not just for sustainable investments), which allows the Investment Manager to make informed investment decisions. The Fund’s consideration of Principal Adverse Impact indicators is used as part of understanding the operating practices of the investments purchased by the Fund. Investments held by the Fund are then subject to ongoing monitoring and a quarterly review process.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

All investments purchased by the Fund must pass the Investment Manager’s good governance tests, and in addition, sustainable investments must also pass tests to confirm they do no significant harm, as described above. These tests embed a consideration of the OECD Guidelines and UN Guiding Principles.



C. [bookmark: _Hlk127438680]Sustainable investment objective of the financial product 

[bookmark: _Hlk127438731]What is the sustainable investment objective of this financial product? 

To invest in companies that have demonstrable gender and/or ethnic diversity, or which provide solutions empowering social equality. 

The Investment Strategy

What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund invests in Diversity Companies and Inclusion Companies. 

Diversity Companies are companies that demonstrate sustainability and gender and/or ethnic diversity. They must have at least 30% women and/or 30% ethnic minority representation on boards at the time of purchase. Diversity Companies bought for their ethnic minority representation must also have no single ethnicity representing more than 70% of the board at the time of purchase. The Investment Manager also considers other measures of gender and/or ethnic diversity in assessing the contribution of Diversity Companies to the sustainable objective. Diversity Companies are subject to fundamental assessment using the Fund’s sustainable investment process (“EQL framework”) described below. 

The EQL Framework assesses: 

· ESG Credentials: environmental and social responsibility characteristics evidenced by strong governance and sustainable business practices.

· Quality: the quality and durability of the company’s business model and its ability to produce sustainable economic returns. 

· Leading Diversity: the company’s commitment towards diversity leadership through diversity representation, policies and targets. 

Inclusion Companies are companies that deliver solutions to empower social equality. These can be understood by reference to the United Nations Sustainable Development Goals (“SDGs”) framework as companies which are focused on sustainable development goals such as Good Health and Wellbeing, Quality Education; Gender Equality; Decent Work and Economic Growth; Industry, Innovation and Infrastructure; Reduced Inequalities; and Peace, Justice and Strong Institutions; or other companies which the Investment Manager considers appropriate to invest in pursuit of the sustainable objective. These companies are assessed using the Investment Manager’s impact assessment methodology (“Impact Methodology”) described below. 

The Impact Methodology focuses on three criteria: 

· Investment Credentials: the quality and durability of the company’s business model and its ability to produce sustainable economic returns; 

· Intention: the company’s purpose as evidenced by the alignment of its mission statement with its corporate strategy and actions; and 

· Impact: the scale of the net positive societal impact and the company’s progress in addressing social equality challenges. 

The outputs of the Impact Methodology enable the Fund to allocate to the following three investment types: 

· “Pioneers”, whose products or services have or could have a transformational effect on social equality. 

· “Enablers”, which provide the tools for others to empower social equality. 

· “Leaders”, which spearhead and mainstream sustainability in industries empowering social equality, but which may have more established profitability than pioneers. 

The Investment Manager’s engagement with the companies in which the Fund invests is key to the investment approach. Sustainability considerations, encompassing ESG factors, are fully integrated into analysis and investment decisions, and play an important role in determining the investment universe and portfolio construction. In order to identify securities for purchase, the Investment Manager reduces the potential investment universe as follows: 

1. The exclusions listed in the ESG Criteria are screened out. 

2. The Investment Manager then assesses the sustainability credentials of the remaining companies: 

a. Diversity Companies are assessed using the EQL framework; and 

b. Inclusion Companies are identified by reference to the relevant SDGs, and assessed using the Impact Methodology. 

3. The Investment Manager then performs further analysis to consider the valuation of these companies and the appropriate time to purchase in consideration of the Fund’s financial objective.

The Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy.


What are the binding elements of the investment strategy used to select the investments to attain the sustainable investment objective?

The following elements are binding: 

· The Fund’s exclusions; 

· The Fund’s asset allocation (as disclosed below); and 

· Minimum levels of sustainable investments. 

Where it is in the best interests of investors, the Fund may temporarily deviate from one or more of these elements, for example if the Investment Manager considers it prudent to hold high levels of cash in response to market conditions. 

What is the policy to assess good governance practices of the investee companies?

The Investment Manager operates data driven quantitative good governance tests used to consider investments into companies. The Investment Manager excludes investments in securities that are considered as failing the Investment Manager’s good governance tests. 

Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes

[image: checkbox]No



Yes, for sustainable investments, principal adverse impacts are a key part of assessing such investments do not do significant harm as explained above. For other investments the Investment Manager’s research process includes consideration of Principal Adverse Impact indicators for all investments where data is available, which allows the Investment Manager to make informed investment decisions, as explained above. 



Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report.





D. Proportion of Investments



What is the asset allocation and the minimum share of sustainable investments?

[image: ]



The Investment Manager expects at least 80% of the Fund to be invested in social sustainable investments, in pursuit of the social sustainable investment objective.

The Fund holds at least 15% and typically a maximum of 30% in Inclusion Companies, with the remainder of the sustainable investments held in Diversity Companies.

How does the use of derivatives attain the sustainable investment objective

Derivatives are not used to attain the sustainable investment objective. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

[image: ]

What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

0%



What is the minimum share of sustainable investments with a social objective?



80%

What investments are included under “#2 Not sustainable”, what is their purpose and are there any minimum environmental or social safeguards?

The Fund may hold cash, near cash and money market funds, and derivatives for hedging purposes or in connection with cash held for ancillary liquidity. No minimum environmental or social safeguards are applied, other than as stated below. 

Where derivatives are used to take investment exposure to diversified financial indices, these will be subject to such minimum environmental or social safeguard tests as the Investment Manager considers appropriate, for example a minimum weighted ESG score test. 

It is also possible that the Fund may hold investments that are not in line with the promoted characteristics, e.g. as a result of a merger or other corporate action, or as a result of the characteristics of a previously acquired investment changing. Where this happens, the Fund will generally seek to dispose of them in the best interests of investors, but may not always be able to do so immediately.



E. Monitoring of sustainable investment objective

[bookmark: _Hlk127438830]What sustainability indicators are used to measure the attainment of the sustainable investment objective of this financial product? 

For each stock held in the portfolio, the Investment Manager will use the following sustainability indicators: 

· Year-on-Year Change of women on the board 

· Year-on-Year Change of women in leadership roles 

· Year-on-Year Change of ethnic diversity on the board 

· Year-on-Year Change of ethnic diversity in leadership roles 

· Percentage (%) NAV with board gender diversity (more than 30%), as reported by the company 

· Percentage (%) NAV with board ethnic diversity (more than 30%), as reported by the company 

· Percentage (%) NAV considered by the Investment Manager to have leadership diversity, based on data reported by the company 

· Percentage (%) of NAV in investments aligned to United Nations Sustainable Development Goals (“SDGs”): 

· SDG3 - Good Health and Wellbeing, 

· SDG4 - Quality Education; 

· SDG5 - Gender Equality; 

· SDG8 - Decent Work and Economic Growth; 

· SDG9 - Industry, Innovation and Infrastructure; 

· SDG10 - Reduced Inequalities; and 

· SDG16 - Peace, Justice and Strong Institutions 

In addition, for each investment considered to be SDG-aligned, the Investment Manager will assess the strength of contribution to the relevant SDG(s). 

How are the sustainable investment objectives monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Monitoring of the sustainable investment objective is undertaken through systems and digital investment platform tools. These are applicable on an ex-ante, ex-post basis in the investment process. Surveillance occurs on an ongoing basis in the investment platform tools using codified rules to assess compliance with the requirement to invest in sustainable investments in pursuit of the sustainable investment objective. The Investment Manager undertakes quarterly reviews at portfolio level inclusive of binding commitments and Key Sustainability Indicator (KSI) outputs.  



F. Methodologies



What is the methodology to measure the attainment of the sustainable investment objective of the financial product using the sustainability indicators?

Key Sustainability and Principal Adverse Indicators alongside binding elements of the Fund are used to demonstrate attainment of sustainable investment objective of the Fund. Regarding the underlying metrics, there are a variety of methods used subject to the asset class, instrument or information type:  

· binary pass/fail test e.g. exclusion of sanctioned companies, countries or industries  

· meets or exceeds a specific threshold e.g. revenue that contributes to an environmental outcome, or more than a % of board diversity 

· industry recognised third party certification evidencing sustainability performance e.g. CBI certified Climate bond 

· proprietary analysis to form an assessment of the sustainability characteristics e.g. net zero alignment or impact 



G. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain the sustainable investment objectives including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127786754]Data Sources
The data sources used to monitor the indicators which align to the sustainable investment objective of the Fund are both sourced from third party data vendors such as MSCI or Bloomberg or sourced from proprietary research and analysis. 

[bookmark: _Hlk127786767]
Measures taken to ensure data quality
Data received from third party vendors typically comes from reputable and, in some cases, audited sources, such as annual reports or sustainability reports. Basic data quality metrics are tested using appropriate technological tools. More domain-specific checks are carried out by sustainability subject matter experts within the front office. To ensure that interpretation of data is consistent, benchmarking exercises are performed where appropriate. External ESG data is supplemented through the application of a proprietary ESG scorecard, with independent calibration reviews to drive consistency of approach.



[bookmark: _Hlk127786826]How data is processed
Data are processed in a combination of external and internal systems and digital platform tools. Definitions and calculation logic are applied to transform raw attributes into metrics which are used for disclosures and to apply investment restrictions. Using these metrics, fund exposures are monitored at both portfolio and security level, ex ante and ex post.

[bookmark: _Hlk127786846]
Proportion of data that is estimated
Use of estimated data is limited and relates primarily to carbon emissions when reported data is unavailable. Where estimated data points are ingested or employed, appropriate data quality checks are to ensure that metrics can be used with due care in the investment process.  The Investment Manager develops proprietary tools where appropriate, including models to estimate carbon emissions for companies which do not report. Such proprietary estimates are not used in regulated disclosures. 





H. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the sustainable investment objectives and the actions taken to address such limitations)

As mentioned above, sustainable investment objectives are monitored through indicators which are often based on data. ESG information from third party data providers and/or obtained directly from the issuers may be incomplete, inaccurate, stale or unavailable. As a result, there is a risk that the Fund may incorrectly assess an issuer or information that is an input into an indicator. This in turn can result in the incorrect inclusion or exclusion of a company in the portfolio or incorrect outcome for an indicator in the Fund. 

[bookmark: _Hlk127786930][bookmark: _Hlk127786952]Incomplete, inaccurate or unavailable ESG data may also act as a methodological limitation to a non-financial investment strategy (such as the application of ESG risk and opportunity characteristics). Where identified, the Investment Manager will seek to mitigate this risk through its own assessment. In the case that particular data points are not available, it is expected that the Investment Manager's own assessment will be sufficient to ensure that the attainment of sustainable investment objective is not materially affected. 

Internal methodologies and policies are subject to appropriate governance and oversight, in which limitations are recognised and accepted, with controls applied appropriate. Exceptions from frameworks are subject to appropriate governance by specialists in our Stewardship and Sustainability team and/or Governance committees such as the ESG Governance Meeting according to the materiality of the departure from policy. Common limitations include: lack of coverage of business involvement screening; lack of key sustainability metrics; divergence of market standards across different geographies.

[bookmark: _Hlk127786970]Where limitations in the methodologies and data have been identified, the Investment Manager seeks to mitigate these through governance and oversight. Whilst, as with financial data, it is impossible to completely eliminate the risk of impact of an external data vendor error, the Investment Manager does conduct its own reviews and challenges where it believes investments have been misclassified. Where the methodologies and/or data are insufficient post mitigation to establish that an investment is a sustainable investment in pursuit of the sustainable investment objective, such investment may not be purchased.   



I. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

[bookmark: _Hlk127787450]ESG due diligence is carried out as a part of fundamental investment research. Research analysts assess the Principal Adverse Impact metrics and identify key sustainability risks in order to evaluate and express their materiality for the subject company or investment. Analysts reflect their assessments in either written research or an ESG Scorecard. 

[bookmark: _Hlk127787472]Where applicable, the analyst uses the ESG Scorecard to evaluate 15 mandatory and common factors and additional idiosyncratic factors deemed relevant to the subject company’s risk profile and business mix. The mandatory factors for evaluation are as follows: 

· Climate: Disclosure, Intensity, Footprint, Vulnerability, Intent 

· Governance: Ownership & Control, Political Interference & Sovereign Concerns, Strategy and Financial policy, Disclosure and Transparency, Board, Regulation, Compliance and Oversight, Cybersecurity, Corporate culture and controversy 

· Social: Modern Slavery, Diversity & Inclusion 

· Sector-specific Key Issues determined from the SASB Materiality Map. 

In addition to the proprietary assessments described above, investment decision-making may also take account of third party ESG ratings, where available. 

Appropriate consideration of ESG factors is a mandatory objective in the due diligence process for analysts and fund managers. 

The section above entitled ‘Monitoring of sustainable investment objective’ details the controls associated with the components of due diligence listed herein.



J. Engagement Policies

[bookmark: _Hlk127787624]Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk127787665][bookmark: _Hlk127787688]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

The Investment Manager believes that the long-term success of companies is supported by effective investor stewardship and high standards of corporate governance. The Investment Manager believes that if a company is run well, and sustainably, it is more likely to be successful in the long run. The Investment Manager undertakes all investment stewardship engagements and proxy voting with the goal of protecting and enhancing the long-term value of client’s assets, with engagement representing an integral part of how it integrates ESG considerations in its investment process. The Investment Manager is committed to being transparent about how it conducts investment stewardship activities in support of long-term sustainable performance for its clients. The precise nature of the engagement will vary depending on the investments held, but these overarching principles will inform the Investment Managers’ conduct when engaging with companies, whether through voting equities in general meetings or in its participation in bondholder committees.



K. Attainment of sustainable investment objective 



[bookmark: _Hlk127438891]Is a specific index designated as a reference benchmark to meet the sustainable investment objective? 

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the sustainable investment objectives promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

[bookmark: _Hlk127787705]No reference benchmark has been designated for the purpose of attaining the sustainable investment objective.

[bookmark: _Hlk127438914]How does the reference benchmark take into account sustainability factors in a way that is continuously aligned with the sustainable investment objective? 

Not applicable.

How does the designated index differ from a relevant broad market index?

Not applicable.

Where can the methodology used for the calculation of the designated index be found?

Not applicable.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds®, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than
sovereign bonds.
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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary




The Fund promotes environmental or social characteristics, but does not have as its objective sustainable investment. The Fund may allocate to sustainable investments of any type. The Investment Manager uses a series of proprietary tests based on available data to determine whether and how an investment makes positive contribution(s) towards environmental and social objectives. Sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective as they are required to pass a series of tests. The Investment Manager’s research process includes consideration of Principal Adverse Impact indicators for all investments where data is available, which allows the Investment Manager to make informed investment decisions. Investments held by the Fund are then subject to ongoing monitoring and a quarterly review process. All investments purchased by the Fund must pass the Investment Manager’s good governance tests, and in addition, sustainable investments must also pass tests to confirm they do no significant harm. These tests embed a consideration of the OECD Guidelines and UN Guiding Principles.



The Fund promotes the use of an exclusionary approach as detailed further below and it makes investments that are SDG-aligned. The Fund considers the UN Sustainable Development Goals (SDGs) as part of its investment process and the sustainability themes considered by the Investment Manager are based on the SDGs as a relevant framework to measure contribution to sustainability factors. At least 70% of the Fund’s investments by value will be in investments considered by the Investment Manager to be related to sustainability themes. 



Sustainability considerations, encompassing ESG factors, are fully integrated into analysis and investment decisions, and play an important role in determining the investment universe and portfolio construction. The Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. The Investment Manager operates a data driven quantitative good governance test used to consider investments into companies. For sustainable investments, principal adverse impacts are a key part of assessing such investments do not do significant harm.



The Investment Manager expects at least 70% of the Fund to be aligned to the promoted E/S characteristics. At least 51% of the Fund will be in Sustainable Investments. Whilst the minimum mandatory allocation to Taxonomy-aligned sustainable investments is 0%, the Fund is permitted to allocate to such investments, which would form part of its overall allocation to sustainable investments with environmental objectives. Derivatives used to take investment exposure to diversified financial indices and funds may be held for any reason permitted by the Fund’s investment policy and will be subject to such minimum environmental or social safeguard tests as the Investment Manager considers appropriate, for example a minimum weighted ESG score test. No minimum environmental or social safeguards are applied to FX derivatives. 





The Fund's exclusions are coded and monitored on a pre and post trade basis as investment restrictions to prevent and detect investments that would not be compliant with the stated exclusions. The Fund's Positive ESG Outcome is monitored on a post trade basis as a reporting tool to assess whether or not the Fund's investment strategy is delivering the expected outcome. The relevant characteristic is reported on as part of the SFDR reporting.

Information can be sourced from third party data vendors including companies such as MSCI, Bloomberg or sourced from proprietary research and analysis.



There are a variety of methods that can be used to measure the attainment of the environmental or social characteristics promoted by the Fund using the sustainability indicators depending on the asset class or information type, such as binary pass/fail test (e.g. exclusion of sanctioned companies or countries) and proprietary analysis to form an assessment of the sustainability characteristics (e.g. net zero alignment).  





Data received from third party vendors typically comes from reputable and, in some cases, audited sources, such as annual reports of sustainability reports. Upon receipt, the data is checked by the analysts. To ensure that interpretation of data is consistent, benchmarking exercises are performed where appropriate. Data is processed through a combination of external and internal proprietary systems and digital platform tools which monitor the exposure of the funds both at fund and security level both pre and post trade.



Incomplete, inaccurate or unavailable ESG data may also act as a methodological limitation to a non-financial investment strategy. Where limitations in the methodologies and data have been identified, the Investment Manager seeks to mitigate these through governance and oversight.



ESG due diligence is carried out as a part of fundamental investment research. Research analysts assess the Principal Adverse Impact metrics and identify key sustainability risks in order to evaluate and express their materiality for the subject company or investment. Appropriate consideration of ESG factors is a mandatory objective in the due diligence process for analysts and fund managers. 



[bookmark: _Hlk127868254]Engagement is part of the environmental or social investment strategy. The Investment Manager undertakes all investment stewardship engagements and proxy voting with the goal of protecting and enhancing the long-term value of client’s assets, with engagement representing an integral part of how the Investment Manager integrates ESG considerations in its investment process.



No reference benchmark has been designated to determine whether this Fund is aligned with the environmental or social characteristics that it promotes.







B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The Fund may allocate to sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment. 

The Investment Manager uses a series of proprietary tests based on available data to determine whether and how an investment makes positive contribution(s) towards environmental and social objectives. 

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective as they are required to pass a series of tests, including: 

1. Whether they represent significant exposure to businesses the Investment Manager considers harmful 

2. Principal Adverse Impact indicators considered to render the investment incompatible with sustainable investment (violations of the UN Global Compact Principles or the OECD Guidelines for Multinational Enterprises, social violations by sovereigns such as being subject to sanctions, negative effects on biodiversity sensitive areas)

3. Other Principal Adverse Impact indicators form part of a materiality assessment to understand whether any exposures are compatible with sustainable investment.

How does this financial product take into account principal adverse impacts on sustainability factors?

The Investment Manager’s research process includes consideration of Principal Adverse Impact indicators for all investments where data is available (i.e. not just for sustainable investments), which allows the Investment Manager to make informed investment decisions. 

The Fund’s consideration of Principal Adverse Impact indicators is used as part of understanding the operating practices of the investments purchased by the Fund. 

Investments held by the Fund are then subject to ongoing monitoring and a quarterly review process. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

All investments purchased by the Fund must pass the Investment Manager’s good governance tests, and in addition, sustainable investments must also pass tests to confirm they do no significant harm, as described above. These tests embed a consideration of the OECD Guidelines and UN Guiding Principles.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes the use of an Exclusionary Approach and it makes investments that are SDG-aligned (as defined below): 

The Fund excludes certain potential investments from its investment universe to mitigate potential negative effects on the environment and society and to assist it in delivering more sustainable outcomes (“Exclusionary Approach”).

The Fund considers the UN Sustainable Development Goals (SDGs) as part of its investment process and the sustainability themes considered by the Investment Manager are based on the SDGs as a relevant framework to measure contribution to sustainability factors (“SDG-alignment”). At least 70% of the Fund’s investments by value will be in investments considered by the Investment Manager to be related to sustainability themes. 

No reference benchmark has been designated for the purpose of attaining the Fund’s promoted environmental and/or social characteristics.



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

Sustainability considerations, encompassing ESG factors, are fully integrated into analysis and investment decisions, and play an important role in determining the investment universe and portfolio construction. The Fund considers the UN Sustainable Development Goals (SDGs) as part of its investment process and the sustainability themes considered by the Investment Manager are based on the SDGs as a relevant framework to measure contribution to sustainability factors (“SDG-alignment”). 

In doing so, the Investment Manager assesses investee companies as “relating to a sustainability theme” if at least 50% of its revenue is SDG-aligned. For the avoidance of doubt this assessment can include alignment to more than one SDG as part of a broader theme. At least 70% of the Fund’s investments by value will be in investments considered by the Investment Manager to be related to sustainability themes. In order to identify securities for purchase, the Investment Manager reduces the potential investment universe as follows: 

1. The Fund’s exclusions are screened out. 

2. The Investment Manager then identifies the companies that are considered suitable for further analysis. The Investment Manager analyses these companies from an ESG perspective using a proprietary infrastructure sector-specific quality assessment. This includes an assessment of ESG factors, alongside other financial and operational characteristics. Following the ESG-related quality assessment, the Investment Manager then quantifies ESG risks for these companies, to determine whether these have been accounted for in a company’s valuation. 

3. From this narrowed investment universe, the Investment Manager then performs further analysis, including consideration of ESG factors, to identify and take advantage of investment opportunities. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The following elements are binding: 

· The Fund’s exclusions; 

· The amount of the Fund aligned to the promoted environmental and/or social characteristics; and 

· Minimum levels of sustainable investments. 

Where it is in the best interests of investors, the Fund may temporarily deviate from one or more of these elements, for example if the Investment Manager considers it prudent to hold high levels of cash in response to market conditions. 

The Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy. 

What is the policy to assess good governance practices of the investee companies?

The Investment Manager operates a data driven quantitative good governance test used to consider investments into companies. The Investment Manager excludes investments in securities that are considered as failing the Investment Manager’s good governance test. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

20% 

Whilst any commitment on the minimum rate to reduce the scope of the investments considered prior to the application of the investment strategy as a result of the Fund’s exclusions is intended to be binding, as this is calculated by considering the Fund’s exclusions against a proxy for the investment universe (such as a financial index) outside the control of the Investment Manager, and as additional exclusions will require an update of fund materials, it is possible that the Fund may temporarily be out of compliance with this commitment. 

Does this financial product consider principal adverse impacts on sustainability factors?
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Yes, for sustainable investments, principal adverse impacts are a key part of assessing such investments do not do significant harm as explained above. For other investments the Investment Manager’s research process includes consideration of Principal Adverse Impact indicators for all investments where data is available, which allows the Investment Manager to make informed investment decisions, as explained above. 



Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report.





E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Investment Manager expects at least 70% of the Fund to be aligned to the promoted E/S characteristics. At least 51% of the Fund will be in Sustainable Investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Not applicable.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

Whilst the minimum mandatory allocation to Taxonomy-aligned sustainable investments is 0%, the Fund is permitted to allocate to such investments, which would form part of its overall allocation to sustainable investments with environmental objectives.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

5%

What is the minimum share of socially sustainable investments?

5%

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The Fund may hold cash, near cash and money market funds and derivatives as “Other” investments, for any purpose permitted by the Fund’s investment policy. No minimum environmental or social safeguards are applied, other than as set out below. 

Derivatives used to take investment exposure to diversified financial indices, and funds (i.e. UCITS and other UCIs) may be held for any reason permitted by the Fund’s investment policy and will be subject to such minimum environmental or social safeguard tests as the Investment Manager considers appropriate, for example a minimum weighted ESG score test. No minimum environmental or social safeguards are applied to FX derivatives. 

The Fund may also hold as Other investments those investments where insufficient data exists to determine the investments’ alignment with the promoted characteristics. It is also possible that the Fund may hold investments that are not in line with the promoted characteristics, e.g. as a result of a merger or other corporate action, or as a result of the characteristics of a previously acquired investment changing. Where this happens, the Fund will generally seek to dispose of them in the best interests of investors, but may not always be able to do so immediately.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The sustainability indicators selected to demonstrate the attainment of the promoted environmental and/or social characteristics are: 

· Exclusionary approach: Percentage (%) of NAV held in excluded investments 

· SDG-alignment: Percentage (%) of investments by value that is SDG-aligned. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The Fund's exclusions are coded and monitored on a pre and post trade basis as investment restrictions to prevent and detect investments that would not be compliant with the stated exclusions. Incidents are recorded, and resolved through an incident investigation process, and are reported as part of the SFDR reporting. 

The Fund's Positive ESG Outcome is monitored on a post trade basis as a reporting tool to assess whether or not the Fund's investment strategy is delivering the expected outcome. The relevant characteristic is reported on as part of the SFDR reporting.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125364327]There are a variety of methods that can be used depending on the asset class or information type:

· binary pass/fail test e.g. exclusion of sanctioned companies or countries 

· meets or exceeds a specific threshold e.g. revenue to contributes to an environmental outcome, or more than % of board diversity 

· industry certification evidencing sustainability performance e.g. Climate Bond Initiative (CBI) certified bond 

· contributes a set % of revenue to a climate, environmental or social cause

· proprietary analysis to form an assessment of the sustainability characteristics e.g. net zero alignment

In the case that particular data points are not available or insufficient, it is expected that the Investment Manager's own assessment will be sufficient.

 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
Information can be sourced from third party data vendors including companies such as MSCI, Bloomberg or sourced from proprietary research and analysis.


Measures taken to ensure data quality
Data received from third party vendors typically comes from reputable and, in some cases, audited sources, such as annual reports of sustainability reports. Upon receipt, the data is checked by the analysts. To ensure that interpretation of data is consistent, benchmarking exercises are performed where appropriate. Collected ESG data is evaluated via use of a proprietary ESG scorecard, which is populated by the analysts.



How data is processed
Data is processed through a combination of external and internal proprietary systems and digital platform tools which monitor the exposure of the funds both at fund and security level both pre and post trade.


Proportion of data that is estimated
Use of estimated data is limited. However when an estimation is needed proprietary analysis and tools are used. For example, if a portfolio company does not disclose its greenhouse gas emissions, an estimation is made using the Investment Manager’s proprietary carbon emission tool which estimates portfolio companies’ carbon intensity levels.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

ESG information from third party data providers and/or obtained directly from the issuers may be incomplete, inaccurate, stale or unavailable. As a result, there is a risk that the Fund may incorrectly assess an issuer. This in turn can result in the incorrect inclusion or exclusion of a company in the portfolio of the Fund. Incomplete, inaccurate or unavailable ESG data may also act as a methodological limitation to a non-financial investment strategy (such as the application of ESG risk and opportunity characteristics). Where identified, the Investment Manager will seek to mitigate this risk through its own assessment and take any appropriate remediation as necessary. 

Where limitations in the methodologies and data have been identified, the Investment Manager seeks to mitigate these through governance and oversight. Whilst, as with financial data, it is impossible to completely eliminate the risk of impact of an external data vendor error, the Investment Manager does conduct its own reviews and challenges where it believes investments have been misclassified. Where the methodologies and/or data are insufficient post mitigation to evidence that an investment is in compliance with the promoted characteristics, such investment may only be purchased if it is suitable for inclusion as an “Other” investment, and the Investment Manager will continue to consider what further information can be obtained through additional research. 



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

ESG due diligence is carried out as a part of fundamental investment research. Research analysts assess the Principal Adverse Impact metrics and identify key sustainability risks in order to evaluate and express their materiality for the subject company or investment. Analysts reflect their assessments in either written research or an ESG Scorecard. 

Where applicable, the analyst uses the ESG Scorecard to evaluate 15 mandatory and common factors and additional idiosyncratic factors deemed relevant to the subject company’s risk profile and business mix. The mandatory factors for evaluation are as follows: 

· Climate: Disclosure, Intensity, Footprint, Vulnerability, Intent 

· Governance: Ownership & Control, Political Interference & Sovereign Concerns, Strategy and Financial policy, Disclosure and Transparency, Board, Regulation, Compliance and Oversight, Cybersecurity, Corporate culture and controversy 

· Social: Modern Slavery, Diversity & Inclusion 

· Sector-specific Key Issues determined from the SASB Materiality Map. 

In addition to the proprietary assessments described above, investment decision-making may also take account of third party ESG ratings, where available. 

Appropriate consideration of ESG factors is a mandatory objective in the due diligence process for analysts and fund managers. 

The section above entitled ‘Monitoring of environmental or social characteristics’ details the controls associated with the components of due diligence listed herein.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

The Investment Manager believes that the long-term success of companies is supported by effective investor stewardship and high standards of corporate governance. The Investment Manager believes that if a company is run well, and sustainably, it is more likely to be successful in the long run. The Investment Manager undertakes all investment stewardship engagements and proxy voting with the goal of protecting and enhancing the long-term value of client’s assets, with engagement representing an integral part of how the Investment Manager integrates ESG considerations in its investment process. The Investment Manager is committed to being transparent about how it conducts investment stewardship activities in support of long-term sustainable performance for its clients. The precise nature of the engagement will vary depending on the investments held, but these overarching principles will inform the Investment Manager's conduct when engaging with companies, whether through voting equities in general meetings or in its participation in bondholder committees.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes
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How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

No reference benchmark has been designated to determine whether this Fund is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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[bookmark: _Hlk124409874] Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary




Sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective. The Investment Manager’s research process includes consideration of Principal Adverse Impact indicators for all investments where data is available, which allows the Investment Manager to make informed investment decisions. All investments purchased by the Fund must pass the Investment Manager’s good governance tests, and in addition, sustainable investments must also pass tests to confirm they do no significant harm.



The sustainable investment objective of the Fund is to invest in companies that contribute towards the Paris Agreement climate change goal. The Fund invests in Low Carbon Intensity Companies and Reducing Carbon Intensity Companies. Sustainability considerations, encompassing ESG factors, are fully integrated into analysis and investment decisions, and play an important role in determining the investment universe and portfolio construction. The Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply.



The Investment Manager expects at least 80% of the Fund to be invested in environmental sustainable investments, in pursuit of the environmental sustainable investment objective. The Fund is not required to favour any specific type of environmental sustainable investment.



Derivatives are not used to attain the sustainable investment objective.



The Fund may hold cash, near cash and money market funds, and derivatives for hedging purposes or in connection with cash held for ancillary liquidity. No minimum environmental or social safeguards are applied, other than as stated below. It is also possible that the Fund may hold investments that are not in line with the promoted characteristics. Where this happens, the Fund will generally seek to dispose of them in best interests of investors, but may not always be able to do so immediately. 



For each stock held in the portfolio, the Investment Manager will use the sustainability indicators outlined below. Monitoring of the sustainable investment objective is undertaken through systems and digital investment platform tools. The Investment Manager undertakes quarterly reviews at portfolio level inclusive of binding commitments and Key Sustainability Indicator outputs.  



Key Sustainability and Principal Adverse Indicators alongside binding elements of the Fund are used to demonstrate attainment of sustainable investment objective of the Fund. Regarding the underlying metrics, there are a variety of methods used subject to the asset class, instrument or information type such as binary pass/fail test (e.g. exclusion of sanctioned companies, countries or industries) and  proprietary analysis to form an assessment of the sustainability characteristics (e.g. net zero alignment or impact).



The data sources used to monitor the indicators which align to the sustainable investment objective of the Fund are both sourced from third party data vendors such as MSCI or Bloomberg or sourced from proprietary research and analysis. Data are processed in a combination of external and internal systems and digital platform tools. Use of estimated data is limited and relates primarily to carbon emissions when reported data is unavailable. Where estimated data points are ingested or employed, appropriate data quality checks are to ensure that metrics can be used with due care in the investment process.



Incomplete, inaccurate or unavailable ESG data may also act as a methodological limitation to a non-financial investment strategy. Where limitations in the methodologies and data have been identified, the Investment Manager seeks to mitigate these through governance and oversight.



ESG due diligence is carried out as a part of fundamental investment research. Where applicable, the analyst uses the ESG Scorecard to evaluate 15 mandatory and common factors and additional idiosyncratic factors deemed relevant to the subject company’s risk profile and business mix.



Engagement is part of the environmental or social investment strategy. The Investment Manager believes that the long-term success of companies is supported by effective investor stewardship and high standards of corporate governance. The precise nature of the engagement will vary depending on the investments held, but these overarching principles will inform the Investment Manager’s conduct when engaging with companies, whether through voting equities in general meetings or in their participation in bondholder committees.



No reference benchmark has been designated for the purpose of attaining the sustainable investment objective.





B. No significant harm to the sustainable investment objective

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective as they are required to pass a series of tests, including: 

1. Whether they represent significant exposure to businesses the Investment Manager considers harmful. 

2. Principal Adverse Impact indicators considered to render the investment incompatible with sustainable investment (violations of the UN Global Compact Principles or the OECD Guidelines for Multinational Enterprises, social violations by sovereigns such as being subject to sanctions, negative effects on biodiversity sensitive areas). 

3. Other Principal Adverse Impact indicators form part of a materiality assessment to understand whether any exposures are compatible with sustainable investment. 

How have the indicators for adverse impacts on sustainability factors been taken into account?The Investment Manager’s research process includes consideration of Principal Adverse Impact indicators for all investments where data is available (i.e. not just for sustainable investments), which allows the Investment Manager to make informed investment decisions. 

The Fund’s consideration of Principal Adverse Impact indicators is used as part of understanding the operating practices of the investments purchased by the Fund. 

Investments held by the Fund are then subject to ongoing monitoring and a quarterly review process.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

All investments purchased by the Fund must pass the Investment Manager’s good governance tests, and in addition, sustainable investments must also pass tests to confirm they do no significant harm, as described above. These tests embed a consideration of the OECD Guidelines and UN Guiding Principles.



C. Sustainable investment objective of the financial product 

What is the sustainable investment objective of this financial product? To invest in companies that contribute towards the Paris Agreement climate change goal. The Investment Strategy

What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund invests in Low Carbon Intensity Companies and Reducing Carbon Intensity Companies. 

Low Carbon Intensity Companies have a carbon intensity lower than 50% of the weighted average carbon intensity of the Fund’s investment universe, and an ongoing commitment to decarbonisation. 

Reducing Carbon Intensity Companies have science based targets aligned with the Paris Agreement or have committed to have them in place within a defined time period, and an ongoing commitment to decarbonisation. 

The Fund also considers non-mandatory factors such as whether companies are providing solutions to the climate change challenge. 

The Fund will typically have a weighted average carbon intensity of less than half of its investment universe (“Positive ESG Outcome”).

Sustainability considerations, encompassing ESG factors, are fully integrated into analysis and investment decisions, and play an important role in determining the investment universe and portfolio construction. In order to identify securities for purchase, the Investment Manager reduces the potential investment universe as follows: 

1. The Fund’s exclusions are screened out. 



2. The Investment Manager then assesses the sustainability credentials of the remaining companies. Potential investments are identified by reference to their carbon intensity and whether they provide solutions to the climate change challenge. The Investment Manager analyses these companies using internal and external research, combining qualitative and quantitative methods with an assessment of ESG Factors to build a watchlist of companies assessed to have sustainable business models. 



3. The Investment Manager then performs further analysis to consider the valuation of these companies and the appropriate time to purchase in consideration of the Fund’s financial objective. The Investment Manager favours issuers with lower carbon intensity where this is not detrimental to the pursuit of the investment objective. This process typically results in a portfolio with lower carbon intensity than less than half of its investment universe. In constructing a portfolio which favours investments with lower carbon intensity, the Investment Manager may nonetheless invest in investments across the full spectrum of carbon intensity. The Fund’s calculation methodology does not include those securities that do not have carbon intensity data respectively, or cash, near cash, some derivatives and some collective investment schemes. 

The Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy.


What are the binding elements of the investment strategy used to select the investments to attain the sustainable investment objective?

The following elements are binding: 

· The Fund’s exclusions; 

· The Fund’s asset allocation (as disclosed below); and 

· Minimum levels of sustainable investments. 

Where it is in the best interests of investors, the Fund may temporarily deviate from one or more of these elements, for example if the Investment Manager considers it prudent to hold high levels of cash in response to market conditions. 

What is the policy to assess good governance practices of the investee companies?

The Investment Manager operates data driven quantitative good governance tests used to consider investments into companies. The Investment Manager excludes investments in securities that are considered as failing the Investment Manager’s good governance tests. 

Does this financial product consider principal adverse impacts on sustainability factors?
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Yes, for sustainable investments, principal adverse impacts are a key part of assessing such investments do not do significant harm as explained above. For other investments the Investment Manager’s research process includes consideration of Principal Adverse Impact indicators for all investments where data is available, which allows the Investment Manager to make informed investment decisions, as explained above. 



Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report.





D. Proportion of Investments



What is the asset allocation and the minimum share of sustainable investments?
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The Investment Manager expects at least 80% of the Fund to be invested in environmental sustainable investments, in pursuit of the environmental sustainable investment objective. 

The Fund is not required to favour any specific type of environmental sustainable investment.

How does the use of derivatives attain the sustainable investment objective?

Derivatives are not used to attain the sustainable investment objective. What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

5%



What is the minimum share of sustainable investments with a social objective?



0%

What investments are included under “#2 Not sustainable”, what is their purpose and are there any minimum environmental or social safeguards?

The Fund may hold cash, near cash and money market funds, and derivatives for hedging purposes or in connection with cash held for ancillary liquidity. No minimum environmental or social safeguards are applied, other than as stated below. 

Where derivatives are used to take investment exposure to diversified financial indices, these will be subject to such minimum environmental or social safeguard tests as the Investment Manager considers appropriate, for example a minimum weighted ESG score test. 

It is also possible that the Fund may hold investments that are not in line with the promoted characteristics, e.g. as a result of a merger or other corporate action, or as a result of the characteristics of a previously acquired investment changing. Where this happens, the Fund will generally seek to dispose of them in best interests of investors, but may not always be able to do so immediately. 

E. Monitoring of sustainable investment objective

What sustainability indicators are used to measure the attainment of the sustainable investment objective of this financial product? Fund level sustainability indicators:

· Percentage (%) of NAV committed to Science-Based Targets (SBTs) 

· Percentage (%) of NAV with ratified Science-Based Targets 

· Percentage (%) of NAV participating in Task Force on Climate-Related Financial Disclosures (TCFD) reporting 

· Total renewable energy produced (megawatt hours) 

· The weighted average carbon intensity (WACI) of the Fund relative to the WACI for the investment universe 

Security level sustainability indicators: 

· Avoided carbon emissions – for companies that provide direct solutions to the climate challenge via their products and services.

How are the sustainable investment objectives monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Monitoring of the sustainable investment objective is undertaken through systems and digital investment platform tools. These are applicable on an ex-ante, ex-post basis in the investment process. Surveillance occurs on an ongoing basis in the investment platform tools using codified rules to assess compliance with the requirement to invest in sustainable investments in pursuit of the sustainable investment objective. The Investment Manager undertakes quarterly reviews at portfolio level inclusive of binding commitments and Key Sustainability Indicator outputs.  



F. Methodologies



What is the methodology to measure the attainment of the sustainable investment objective of the financial product using the sustainability indicators?

Key Sustainability and Principal Adverse Indicators alongside binding elements of the Fund are used to demonstrate attainment of sustainable investment objective of the Fund. Regarding the underlying metrics, there are a variety of methods used subject to the asset class, instrument or information type:  

· binary pass/fail test e.g. exclusion of sanctioned companies, countries or industries  

· meets or exceeds a specific threshold e.g. revenue that contributes to an environmental outcome, or more than a % of board diversity 

· industry recognised third party certification evidencing sustainability performance e.g. CBI certified Climate bond 

· proprietary analysis to form an assessment of the sustainability characteristics e.g. net zero alignment or impact 



G. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain the sustainable investment objectives including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
The data sources used to monitor the indicators which align to the sustainable investment objective of the Fund are both sourced from third party data vendors such as MSCI or Bloomberg or sourced from proprietary research and analysis. 


Measures taken to ensure data quality
Data received from third party vendors typically comes from reputable and, in some cases, audited sources, such as annual reports or sustainability reports. Basic data quality metrics are tested using appropriate technological tools. More domain-specific checks are carried out by sustainability subject matter experts within the front office. To ensure that interpretation of data is consistent, benchmarking exercises are performed where appropriate. External ESG data is supplemented through the application of a proprietary ESG scorecard, with independent calibration reviews to drive consistency of approach.



How data is processed
Data are processed in a combination of external and internal systems and digital platform tools. Definitions and calculation logic are applied to transform raw attributes into metrics which are used for disclosures and to apply investment restrictions. Using these metrics, fund exposures are monitored at both portfolio and security level, ex ante and ex post.


Proportion of data that is estimated
Use of estimated data is limited and relates primarily to carbon emissions when reported data is unavailable. Where estimated data points are ingested or employed, appropriate data quality checks are to ensure that metrics can be used with due care in the investment process.  The Investment Manager develops proprietary tools where appropriate, including models to estimate carbon emissions for companies which do not report. Such proprietary estimates are not used in regulated disclosures. 





H. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the sustainable investment objectives and the actions taken to address such limitations)

As mentioned above, sustainable investment objectives are monitored through indicators which are often based on data. ESG information from third party data providers and/or obtained directly from the issuers may be incomplete, inaccurate, stale or unavailable. As a result, there is a risk that the Fund may incorrectly assess an issuer or information that is an input into an indicator. This in turn can result in the incorrect inclusion or exclusion of a company in the portfolio or incorrect outcome for an indicator in the Fund. 

Incomplete, inaccurate or unavailable ESG data may also act as a methodological limitation to a non-financial investment strategy (such as the application of ESG risk and opportunity characteristics). Where identified, the Investment Manager will seek to mitigate this risk through its own assessment. In the case that particular data points are not available, it is expected that the Investment Manager's own assessment will be sufficient to ensure that the attainment of sustainable investment objective is not materially affected. 

Internal methodologies and policies are subject to appropriate governance and oversight, in which limitations are recognised and accepted, with controls applied appropriate. Exceptions from frameworks are subject to appropriate governance by specialists in our Stewardship and Sustainability team and/or Governance committees such as the ESG Governance Meeting according to the materiality of the departure from policy. Common limitations include: lack of coverage of business involvement screening; lack of key sustainability metrics; divergence of market standards across different geographies.

Where limitations in the methodologies and data have been identified, the Investment Manager seeks to mitigate these through governance and oversight. Whilst, as with financial data, it is impossible to completely eliminate the risk of impact of an external data vendor error, the Investment Manager does conduct its own reviews and challenges where it believes investments have been misclassified. Where the methodologies and/or data are insufficient post mitigation to establish that an investment is a sustainable investment in pursuit of the sustainable investment objective, such investment may not be purchased.   



I. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

ESG due diligence is carried out as a part of fundamental investment research. Research analysts assess the Principal Adverse Impact metrics and identify key sustainability risks in order to evaluate and express their materiality for the subject company or investment. Analysts reflect their assessments in either written research or an ESG Scorecard. 

Where applicable, the analyst uses the ESG Scorecard to evaluate 15 mandatory and common factors and additional idiosyncratic factors deemed relevant to the subject company’s risk profile and business mix. The mandatory factors for evaluation are as follows: 

· Climate: Disclosure, Intensity, Footprint, Vulnerability, Intent 

· Governance: Ownership & Control, Political Interference & Sovereign Concerns, Strategy and Financial policy, Disclosure and Transparency, Board, Regulation, Compliance and Oversight, Cybersecurity, Corporate culture and controversy 

· Social: Modern Slavery, Diversity & Inclusion 

· Sector-specific Key Issues determined from the SASB Materiality Map. 

In addition to the proprietary assessments described above, investment decision-making may also take account of third party ESG ratings, where available. 

Appropriate consideration of ESG factors is a mandatory objective in the due diligence process for analysts and fund managers. 

The section above entitled ‘Monitoring of sustainable investment objective’ details the controls associated with the components of due diligence listed herein.



J. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

The Investment Manager believes that the long-term success of companies is supported by effective investor stewardship and high standards of corporate governance. the Investment Manager believe that if a company is run well, and sustainably, it is more likely to be successful in the long run. The Investment Manager undertakes all investment stewardship engagements and proxy voting with the goal of protecting and enhancing the long-term value of client’s assets, with engagement representing an integral part of how the Investment Manager integrates ESG considerations in their investment process. The Investment Manager are committed to being transparent about how they conduct investment stewardship activities in support of long-term sustainable performance for their clients. The precise nature of the engagement will vary depending on the investments held, but these overarching principles will inform the Investment Manager’s conduct when engaging with companies, whether through voting equities in general meetings or in their participation in bondholder committees.



K. Attainment of sustainable investment objective



Is a specific index designated as a reference benchmark to meet the sustainable investment objective?[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the sustainable investment objectives promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

No reference benchmark has been designated for the purpose of attaining the sustainable investment objective.

How does the reference benchmark take into account sustainability factors in a way that is continuously aligned with the sustainable investment objective? Not applicable.How does the designated index differ from a relevant broad market index?

Not applicable.Where can the methodology used for the calculation of the designated index be found?

Not applicable.
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 

[image: ]





A. Summary


This Fund promotes certain environmental and/or social characteristics. It does not have as its objective sustainable investment but commits to a minimum proportion of such investments. 



Specific sustainability indicators will be used to measure the attainment of the environmental and/or social characteristics of the Fund in accordance with the methodologies described below. The asset allocation of the Fund is presented in the form of a chart that holds a specification of the percentage of investments expected to be aligned with the environmental and/or social characteristics of the Fund and the commitment to sustainable investments. Internal limit monitoring systems run pre- and post-trade screenings for the holdings of the Fund. Pre-trade limits block the unfit investment opportunities from NAM’s portfolio management tool, and post-trade limits flag any exposure or activity that is not aligned with NAM’s investment guidelines. 



Internal and external data sources and data providers are used to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis. NAM aims to mitigate limitations to data sources by applying solid due diligence measures in relation to external data providers, and manual verification processes.





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund partially intends to make, is to contribute to one or several of the UN SDGs or alternatively be involved in Taxonomy aligned activities. Sustainable investments contribute to the objectives through the product’s investments in companies that support the UN SDGs or Taxonomy aligned activities by passing a minimum threshold for revenue alignment with UN SDGs or the EU Taxonomy.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments are screened to ensure that they do not significantly harm any other social or environmental objectives (DNSH test) as defined by the EU Taxonomy or any SDGs as adopted by the UN. 

How does this financial product take into account principal adverse impacts on sustainability factors?

NAM has developed a proprietary quantitative methodology that assesses the environmental and social impact of NAM´s investment universe (direct investments mainly) using multiple principal adverse impact (“PAI”) indicators from Table 1 and/or Table 2 and/or Table 3 of Annex 1 of the SFDR RTS (the “PAI tool”). The methodology utilises a diverse range of data sources in order to ensure that investee companies’ performance is appropriately analysed. PAI indicators are assessed in NAM’s PAI tool and the results are a material part of the DNSH test.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Alignment of the Sustainable Investments with the OECD guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights, is confirmed as part of the process to identify sustainable investments using NAM’s PAI tool.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics ("E/S") characteristics of this product include:

Minimum proportion of sustainable investments The Fund partly invests in sustainable investments, which means companies and issuers involved in activities that contribute to an environmental or social objective as outlined in UN SDGs and/or the EU Taxonomy, while not significantly harming any other environmental or social objectives.

ESG scoring The Fund invests in companies that have been analysed and scored in NAM’s proprietary ESG tool to ensure that only securities issued by companies that meet the minimum required ESG score are eligible for inclusion.

Sector- and value-based exclusions Exclusion filters are applied to the portfolio construction process to restrict investments in companies and issuers with material exposure to certain activities deemed to be detrimental to the environment or the society at large, including tobacco companies and fossil fuel companies.

NAM’s Paris-Aligned Fossil Fuel policy whereby the Fund will not invest in companies that have significant exposure to fossil fuels unless they have a credible transition strategy. 

The Fund uses a benchmark that is not aligned with the Fund's E/S characteristics. The Fund does not have a specific index designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

[bookmark: _Hlk125364517]The Fund is managed according to the Stars investment strategy which includes a commitment to apply the NAM proprietary ESG framework to analyse and select investments that epitomize the ESG characteristics of the product. The analysis is performed via an enhanced due diligence on material ESG issues that are relevant to the investee company. Furthermore, each company's business model alignment with relevant UN SDGs is taken into consideration as well as the company’s approach to managing ESG risks. Depending on the outcome of the analysis, the company will be assigned an ESG score from C to A. Stars eligible investments must have an ESG score in the B or A range.

Companies and issuers are analysed and screened using NAM’s proprietary methodology to identify and select sustainable investments that will contribute to the proportion of such investments.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

· Direct investments must meet the minimum threshold for ESG score.

· Minimum 50% of the product is invested in sustainable investments as defined by NAM’s proprietary methodology that identifies sustainable investments.

· Sector- or value-based exclusions prevent investments into activities that are deemed to be inappropriate for the strategy. More information is available in the sustainability-related website information in accordance with SFDR article 10.

· NAM's Paris-Aligned Fossil Fuel Policy sets thresholds for companies’ exposure to fossil fuel production, distribution and services. This means that the product will not invest in companies with material involvement in fossil fuel production, distribution or services if they do not have a documented transition strategy that aligns with the Paris Agreement.

· The product adheres to NAM’s Responsible Investment Policy and does not invest in companies that are on Nordea’s exclusion list due to violation of international norms or involvement in controversial business activities.

The binding elements are documented and monitored on an ongoing basis.

Separately, NAM has risk management processes in place to control financial and regulatory risk and ensure appropriate escalation of any potential issues within a clear governance structure.

NAM conducts a thorough due diligence on external data vendors to clarify applied methodologies and verify data quality. However, as the regulation and standards of non-financial reporting is rapidly developing, data quality, coverage and accessibility remains challenging – especially for smaller companies and less developed markets.

In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy.

What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies is addressed in various layers of the security selection process. Governance safeguards are inherent in the NAM level norms-based screening as well as the NAM PAI processes.



Additionally, at the product level, companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on three pillars; 1) The principles of governance (democratic governance), 2) Execution of governance and 3) Efficiency of governance.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes

[image: checkbox]No



Yes, NAM’s proprietary quantitative PAI tool assesses the impact of NAM´s investment universe (direct investments mainly) across multiple PAI indicators. Investment teams have access to both absolute PAIs metrics and normalised scale values, allowing them to identify outliers and adjust their view of investee companies and issuers accordingly. The specific PAI

indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 

Information on PAI on sustainability factors will be made available in the periodic reporting pursuant to SFDR Article 11(2).



E. Proportion of Investments



What is the planned asset allocation for this financial product?

[image: ]



*Investments means the products NAV which is the total market value of the

product.



The asset allocation may change over time and percentages should be seen as an

average over an extended period of time. Calculations may rely on incomplete or

inaccurate company or third party data.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Not applicable.



What is the minimum share of socially sustainable investments?

The Fund contains investments with both an environmental and a social objective.

There is no prioritisation of environmental and social objectives, and the strategy

does not target any specific allocation or minimum proportion for either of these

categories. The investment process accommodates the combination of

environmental and social objectives by allowing the investment manager the

flexibility to allocate between these based on availability and attractiveness of investment opportunities.



What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

Cash may be held as ancillary liquidity or for risk balancing purposes. The Fund may

use derivatives and other techniques for the purposes described in the investment

guidelines. This category may also include securities for which relevant data is not

available.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

To measure the attainment of the environmental or social characteristics, the investment manager will use the following indicators: 

• Carbon Footprint 

• Violations of United Nations Global Compact 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Sector- and value-based exclusions and other binding restrictions are monitored in the limit system which is run internally by the Risk Management Limit Team (the “Limit Team”). When NAM decides to limit exposure to certain sectors or activities, NAM builds those into its internal limit monitoring system that runs both pre and daily post-trade screenings for its holdings. Pre-trade limits block the unfit investment opportunities from its portfolio management tool, and post-trade limits flag any exposure or activity that is not aligned with its investment guidelines. Depending on the E/S characteristic that the incident concerns, and depending on the type of exposure, certain specific action, such as divesting, may be taken.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodologies that apply to measure how environmental and social characteristics promoted by the Fund are met, are set out here below.

Minimum proportion of sustainable investments 

Sustainable investment is defined under the SFDR as an investment in an economic activity that contributes to an environmental or social objective, provided that the investment does not significantly harm any environmental or social objective and that the investee companies follow good governance practices. 

NAM takes into consideration the regulatory framework for sustainable finance, as well as proprietary investment methodologies, to ensure that sustainable investments can be identified, invested in and measured. 

In order to select sustainable investments, NAM applies three tests. The investment should pass all three tests to qualify as a sustainable investment. 

· Step 1: Good governance test – a company needs to have sufficient processes in place related to the four good governance topics specified by the SFDR: sound management structures, employee relations, remuneration of staff and tax compliance, and must not be subject to significant controversies related to any of these topics 

· Step 2: Do no significant harm test – a company cannot perform negatively on selected principal adverse impact (" PAI") indicators. Principal adverse impacts are the most significant negative impacts of investment decisions on sustainability factors relating to environmental, social and employee matters, respect for human rights, anticorruption and antibribery matters. The thresholds defining negative outliers and poor performance vary for each PAI indicator 

· Step 3: Environmental or Social Contribution – A minimum proportion of 20 per cent of the turnover of the company should come from economic activities that actively contribute to a sustainable objective. The sustainable objective can be an environmentally-sustainable objective defined in the EU Taxonomy Regulation (" EU Taxonomy"), or an environmental or social objective belonging to the list of United Nations Sustainable Development Goals .

ESG scoring 

A numerical ESG risk score model built upon different quantitative ESG risk metrics is used to set an ESG score of potential investee companies. In addition to third party data, a manual qualitative analysis may supplement the determination of the ESG score. The scoring scale consists of A, B and C, accompanied by a trend indicator, and with A being the highest ESG score. Numerical risk scores may be provided by external data vendors or they may be the result of NAM’s internal proprietary analysis. 

Sector- and value-based exclusions 

Exclusions aim at limiting the investment exposure to certain sectors or activities that may be considered to be damaging for the environment and/or the society at large. Sector screenings assess a company’s involvement in a specific activity measured by the revenue derived from this activity. Sector exclusions are the result of screenings based on the data and methodology of NAM’s selected data vendors. 

NAM Paris Aligned Fossil Fuel Policy 

[bookmark: _Hlk125364327]NAM’s Paris-Aligned Fossil Fuel Policy (“PAFF”), has been developed with the Paris agreement in mind. The Paris agreement is a legally binding international treaty on climate change. Its goal is to limit global warming, preferably to 1.5 degrees Celsius, compared to pre-industrial levels. The NAM PAFF Policy sets thresholds for companies’ exposure to fossil fuel production, distribution and services, which are implemented and monitored as specific exclusions in NAM’s limit system. However, investments may be allowed in companies that help accelerate the transition to clean energy and phase out of fossil fuel. The NAM PAFF policy can be found here. 

 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
NAM uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by NAM’s Investment Teams and the Responsible Investment Team.


Measures taken to ensure data quality
NAM applies various measures to control the quality of the external and internal data sets used. This may include internal control measures commonly used in computer programming such as: 

· Quality assurance test whereby controls are made to check that the external data values are in the expected range and behave as intended 

· Unit testing whereby individual data and functions created to generate insights or transform said data are tested to determine if they are fit for use and produce the expected output 

· Four-eyes review of any code changes by NAM’s specialists Segregation of duties whereby there is a separation of responsibilities of key processes between more than one person, based on their area of expertise 

· Segregation of IT environments that protects the integrity and availability of the environment producing the data and allows for testing of new data in terms of quality and robustness before it is used in a production environment 

· Sanity test whereby the functionality and output of the system is tested to ensure that it works as expected 

· Review of the data and insights generated by said data by NAM’s analysts/specialists



Furthermore, to the extent possible, data reported by companies, regulatory authorities and/or non-governmental organisations are prioritised over data from data providers’ estimation models. This is done in order to minimize the reliance on third party estimation efforts which in turns improves the overall quality of the data NAM uses as input in NAM’s investment processes. 



The external data providers and other data sources are assessed on an ongoing basis for data quality, coverage and other attributes.



How data is processed
As described above, the data used partly derives from external data providers that provide raw data on issuer level. NAM seeks to obtain as much and the most granular company data possible. 

The external data received is enriched with additional external data sets, it may be complemented by in-house ESG analysis of the data, and company identifiers (ISIN) are matched with the incoming raw data to companies that NAM can potentially invest into as well as current investee companies.

Proportion of data that is estimated
Although NAM prioritises reported data over estimated data, NAM do rely to some extent on estimations and on estimated data provided by NAM’s external data providers where reported data is not available or of adequate quality.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

The fact that some proportion of the data received from external data providers may be estimated data, may be seen as a limitation to the methodologies and data sources. 

Information is mainly based on historical data and may not reflect the future ESG performance or risks of the investments.

To mitigate the limitations to data sources, NAM have ensured to have solid due diligence measures in place in relation to external data providers. Manual verification processes is another mitigating factor. 

NAM evaluates the quality of internal and external data on an ongoing basis, and continuously assess if new data providers can improve the analysis and models. NAM have also implemented a Supplier Code of Conduct for data providers to follow. Prior to a data provider being chosen as a supplier, extensive market research is conducted, and the potential data providers are assessed on issues such as: data quality, coverage, security, methodology, price, reliability and conflict of interest.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

NAM conducts due diligence reviews of all internal and external data on an ongoing basis, and continuously assesses if new data providers can improve the analysis and models. As set out above, NAM have also implemented a Supplier Code of Conduct for data providers to follow. Prior to a data provider being chosen as a supplier, extensive market research is conducted, and the potential data providers are assessed on issues such as data quality, coverage, security, methodology, price, reliability and conflict of interest. 

When it comes to calculation of any potential alignment with the EU Taxonomy, NAM strive to source data directly from companies, but as self-reported data remains scarce, this may be supplemented with data sourced from third party providers. ESG data in general is continually maturing and the data coverage is improving. NAM is constantly searching the market for the data which adheres to EU regulation requirements and can be used to provide NAM’s clients with necessary reports on the products’ ESG profiles.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

On behalf of its clients, NAM undertakes a range of engagement activities with investee companies and corporate- and sovereign issuers in order to encourage them to improve their ESG practices, and promote a long-term approach to decision-making. Please refer to our Engagement Policy for additional detail. Engagement Policy for NIFSA can be found here and Engagement Policy for NIM can be found here.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

The Fund uses a benchmark that is not aligned with the Fund's E/S characteristics

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.

image3.png

Product name: Global Stars Equity FAM FUND

Legal entity identifier: 254900PEW900DN154A24

Environmental and/or social characteristics

It will make a minimum of
sustainable investments with an
environmental objective: __ %

D in economic activities that
qualify as environmentally
sustainable under the EU
Taxonomy

D in economic activities that do
not qualify as environmentally
sustainable under the EU
Taxonomy

It will make a minimum of
sustainable investments with a
social objectiv %

It promotes Environmental/Social
(E/S) characteristics and while it
does not have as its objective a
sustainable investment, it will have
a minimum proportion of 50% of
sustainable investments

[[] with an environmental
objective in economic
activities that qualify as
‘environmentally sustainable
under the EU Taxonomy

with an environmental
objective in economic
activities that do not qualify as
‘environmentally sustainable
under the EU Taxonomy

with a social objective

It promotes E/S characteristics, but
will not make any sustainable
investments






image4.png







image5.png







image6.png

#1A Sustainable
The product is
expected to

Investments*

Taxonomy

aligned
0% of
investments are
intended to be
Taxonomy-align
ed

dedicate 50% to
sustainable
investments.

#1B Other EIS
characteristics

Remaining

investments are

#2 Other aligned with the.

Cash, ES

derivatives, characteristics.

other but do not

investments for qualify as

which there is. sustainable

insufficient data investments.

#1 Aligned with E/S characteristics includes the investments of the financial
product used to attain the environmental or social characteristics promoted
by the financial product.

#2 Other includes the remaining investments of the financial product which
are neither aligned with the environmental or social characteristics, nor are
qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

« The sub-category #1A Sustainable covers sustainable investments with
environmental or social objectives.

+ The sub-category #1B Other E/S characteristics covers investments
aligned with the environmental or social characteristics that do not
qualify as sustainable investments.







image78.emf
SRD_Global  Disruptive Opportunities FAM Fund.docx


SRD_FAM MegaTrends Target 2023.docx
[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 15% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is being structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target 2023” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve its investment objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). Every month, the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to a diversified portfolio of Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). The Longer Term Strategies are made up of Underlying Funds that provide the Fund with a mixed exposure to certain asset classes while respecting the investment limits outlined in the Supplement. 

As part of the Longer Term Strategies, the Fund may invest principally in Underlying Funds that provide exposure to equities issued by companies operating in sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated the ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies.

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

[bookmark: _Hlk125101315][bookmark: _Hlk125100966]In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 15% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

15%*.

What is the minimum share of socially sustainable investments?

15%*

*The Fund commits to invest at least 15% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125101613][bookmark: _Hlk125021149]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.



I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126232583]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary


The Fund promotes environmental or social characteristics, but does not have as its objective sustainable investment. 



The Fund promotes environmental and/or social characteristics by aiming to have a higher ESG score than the ESG score of the MSCI World Net Return Index. In determining the ESG score of the Fund and the MSCI World Net Return Index, ESG performance is assessed by comparing the average performance of a security against the security issuer’s industry, in respect of each of the three ESG characteristics of environmental, social and governance. The MSCI World Net Return Index is a broad market index which does not assess or include constituents according to environmental and/or social characteristics and therefore is not intended to be consistent with the characteristics promoted by the Fund. No sustainability reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.



At least 75% of the Compartment’s securities and instruments will be used to meet the promoted environmental or social characteristics in accordance with the binding elements of the investment strategy of the Compartment. Furthermore, the Compartment commits to have a minimum of 10% of sustainable investments as per the below chart. Investments aligned with other E/S characteristics (#1B) will represent the difference between the actual proportion of investments aligned with environmental or social characteristics (#1) and the actual proportion of sustainable investments (#1A). The planned proportion of the other environmental investment represents a minimum of 10% (i) and may change as the actual proportions of Taxonomy-aligned and/or Social investments increase.



All ESG data, either externally or internally processed, is centralised by the Responsible Investment Business line, which is responsible for controlling the quality of the inputs and processed ESG outputs. This monitoring includes an automated quality check as well as a qualitative check from ESG analysts who are specialists of their sectors. ESG scores are updated on a monthly basis within Amundi's proprietary tool Stock Rating Integrator (SRI) module. 



Sustainability indicators used within Amundi rely on proprietary methodologies. These indicators are continuously made available in the portfolio management system allowing the portfolio managers to assess the impact of their investment decisions.



Moreover these indicators are embedded within Amundi’s control framework, with responsibilities spread between the first level of controls performed by the Investment teams themselves and the second level of controls performed by the Risk teams, who monitor compliance with environmental or social characteristics promoted by the Fund on an ongoing basis. 



The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions. 



The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor. 



Amundi's ESG scores are built using Amundi's ESG analysis framework and scoring methodology. Data is sourced from the following sources for ESG scores: Moody, ISS-Oekem, MSCI, and Sustainalytics. Amundi’s methodology limitations are by construction linked to use of ESG data. The ESG data landscape is currently being standardised which can impact data quality; data coverage also is a limitation. Current and future regulation will improve standardized reporting and corporate disclosures on which ESG data rely. 

Amundi is aware of these limitations which it mitigates by a combination of approaches. 



Each month, the ESG score are recalculated according Amundi quantitative methodology. The result of this calculation is then reviewed by the ESG analysts who perform a qualitative "sampling control" on its sector based on various checks. 



Amundi engages investee or potential investee companies at the issuer level regardless of the type of holdings held (equity and bonds).



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments are to invest in investee companies that seek to meet two criteria: 1) follow best environmental and social practices; and 2) avoid making products or providing services that harm the environment and society. In order for the investee company to be deemed to contribute to the above objective it must be a best performer be a “best performer” within its sector of activity on at least one of its material environmental or social factors. 

The definition of “best performer” relies on Amundi’s proprietary ESG methodology which aims to measure the ESG performance of an investee company. In order to be considered a “best performer”, an investee company must perform with the best top three rating (A, B or C, out of a rating scale going from A to G) within its sector on at least one material environmental or social factor. Material environmental and social factors are identified at a sector level. The identification of material factors is based on Amundi ESG analysis framework which combines extra-financial data and qualitative analysis of associated sector and sustainability themes. Factors identified as material result in a contribution of more than 10% to the overall ESG score. For energy sector for example, material factors are: emissions and energy, biodiversity and pollution, health and security, local communities and human rights. For a more complete overview of sectors and factors, please refer to the Amundi Group ESG Regulatory Statement available at http://www.cpr-am.lu/ 

To contribute to the above objectives, the investee company should not have significant exposure to activities (e.g. tobacco, weapons, gambling, coal, aviation, meat production, fertilizer and pesticide manufacturing, single-use plastic production) not compatible with such criteria. 

The sustainable nature of an investment is assessed at investee company level.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

To ensure sustainable investments do no significant harm (‘DNSH’), Amundi utilises two filters: 

• The first DNSH test filter relies on monitoring the mandatory Principal Adverse Impacts indicators where robust data is available (e.g. Greenhouse Gas intensity of investee companies) via a combination of indicators (e.g. carbon intensity) and specific thresholds or rules (e.g. that the investee company’s carbon intensity does not belong to the last decile of the sector). 

Amundi already considers specific Principle Adverse Impacts within its exclusion policy as part of Amundi’s Responsible Investment Policy. These exclusions, which apply on the top of the tests detailed above, cover the following topics: exclusions on controversial weapons, Violations of UN Global Compact principles, coal and tobacco. 

• Beyond the specific sustainability factors covered in the first filter, Amundi has defined a second filter, which does not take the mandatory Principal Adverse Impact indicators above into account, in order to verify that the company does not badly perform from an overall environmental or social standpoint compared to other companies within its sector which corresponds to an environmental or social score superior or equal to E using Amundi’s ESG rating. 

How does this financial product take into account principal adverse impacts on sustainability factors?

The indicators for adverse impacts have been taken into account as detailed in the first do not significant harm (DNSH) filter above: 

The first DNSH filter relies on monitoring of mandatory Principal Adverse Impacts indicators where robust data is available via the combination of following indicators and specific thresholds or rules: 

- Have a CO2 intensity which does not belong to the last decile compared to other companies within its sector (only applies to high intensity sectors), and 

- Have a Board of Directors’ diversity which does not belong to the last decile compared to other companies within its sector, and 

- Be cleared of any controversy in relation to work conditions and human rights, and 

- Be cleared of any controversy in relation to biodiversity and pollution. 

Amundi already considers specific Principle Adverse Impacts within its exclusion policy as part of Amundi’s Responsible Investment Policy. These exclusions, which apply on the top of the tests detailed above, cover the following topics: exclusions on controversial weapons, Violations of UN Global Compact principles, coal and tobacco. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are integrated into the ESG scoring methodology. Amundi’s proprietary ESG rating tool assesses issuers using available data from its data providers. For example the model has a dedicated criteria called “Community Involvement & Human Rights” which is applied to all sectors in addition to other human rights linked criteria including socially responsible supply chains, working conditions, and labour relations. Furthermore, controversy monitoring is conducted on a, at minimum, quarterly basis which includes companies identified for human rights violations. When controversies arise, analysts will evaluate the situation and apply a score to the controversy (using Amundi’s proprietary scoring methodology) and determine the best course of action. Controversy scores are updated quarterly to track the trend and remediation efforts.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes environmental and/or social characteristics by aiming to have a higher ESG score than the ESG score of the MSCI World Net Return Index (the “Benchmark”). In determining the ESG score of the Fund and the Benchmark, ESG performance is assessed by comparing the average performance of a security against the security issuer’s industry, in respect of each of the three ESG characteristics of environmental, social and governance. The Benchmark is a broad market index which does not assess or include constituents according to environmental and/or social characteristics and therefore is not intended to be consistent with the characteristics promoted by the Fund. 

No sustainability reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to provide capital appreciation over the long term. 

The Investment Manager has selected the MSCI World Net Return Index that is used for performance comparison purposes only. 

The elements of the investment strategy to attain the environmental or social characteristics of the Fund described are systematically integrated throughout the Fund’s investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

All securities held in the Fund are subject to the ESG criteria. This is achieved through the use of Amundi’s proprietary methodology and/or third party ESG information. 

The Fund first applies Amundi's exclusion policy including the following rules: 

· legal exclusions on controversial weapons (anti-personnel mines, cluster bombs, chemical weapons, biological weapons and depleted uranium weapons, etc.); 

· companies that seriously and repeatedly violate one or more of the 10 principles of the Global Compact, without credible corrective measures; 

· the sectoral exclusions of the Amundi group on Coal and Tobacco (details of this policy are available in CPR's Responsible Investment Policy available on the website of www.cpr-am.com). 

The Fund as a binding element aims to have a higher ESG score than the ESG score of the MSCI World Net Return Index. 

The Fund ESG criteria apply to at least: 

· 90% of equities issued by large capitalisation companies in developed countries; debt securities, money market instruments with an investment grade credit rating; and sovereign debt issued by developed countries; 

· 75% of equities issued by large capitalisation companies in emerging market countries; equities issued by small and mid-capitalisation companies in any country; debt securities and money market instruments with a high yield credit rating; and sovereign debt issued by emerging market countries. 

However investors should note that it may not be practicable to perform ESG analysis on cash, near cash, some derivatives and some collective investment schemes, to the same standards as for the other investments The ESG calculation methodology will not include those securities that do not have an ESG rating, nor cash, near cash, some derivatives and some collective investment schemes. 

Limits to the ESG approach: 

The best-in-class approach does not exclude any sector of activity in principle. All economic sectors are therefore represented in this approach and the Fund may therefore be exposed to some controversial sectors. In order to limit the potential non-financial risks for these sectors, the Fund applies the exclusions set out above. 

In addition, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy.



What is the policy to assess good governance practices of the investee companies?

Amundi Group ESG scoring methodology is relied upon. Amundi Group’s ESG scoring is based on a proprietary ESG analysis framework, which accounts for 38 general and sector-specific criteria, including governance criteria. In the Governance dimension, an issuer’s ability to ensure an effective corporate governance framework that guarantees it will meet its long-term objectives (e.g. guaranteeing the issuer’s value over the long term) is assessed. The governance sub-criteria considered are: board structure, audit and control, remuneration, shareholders’ rights, ethics, tax practices and ESG strategy. 

Amundi Group ESG Rating scale contains seven grades, ranging from A to G, where A is the best and G the worst rating. G-rated companies are excluded from the investment universe. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?
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Yes, the Fund considers all the mandatory Principal Adverse Impacts applying to the Fund’s strategy and relies on a combination of exclusion policies (normative and sectorial), ESG rating integration into the investment process, engagement and voting approaches. 

- Exclusion: Amundi has defined normative, activity-based and sector-based exclusion rules covering some of the key adverse sustainability indicators listed by SFDR. 

- ESG factors integration: Amundi has adopted minimum ESG integration standards applied by default to its actively managed open-ended funds (exclusion of G rated issuers and better weighted average ESG score higher than the applicable benchmark). The 38 criteria used in Amundi ESG rating approach were also designed to consider key impacts on sustainability factors, as well as quality of the mitigation undertaken are also considered in that respect. 

- Engagement: Engagement is a continuous and purpose driven process aimed at influencing the activities or behaviour of investee companies. The aim of engagement activities can fall into two categories: to engage an issuer to improve the way it integrates the environmental and social dimension, to engage an issuer to improve its impact on environmental, social, and human rights-related or other sustainability matters that are material to society and the global economy.

- Vote: Amundi’s voting policy responds to an holistic analysis of all the long-term issues that may influence value creation, including material ESG issues. For more information please refer to Amundi’s Voting Policy. 

- Controversies monitoring: Amundi has developed a controversy tracking system that relies on three external data providers to systematically track controversies and their level of severity. This quantitative approach is then enriched with an in-depth assessment of each severe controversy, led by ESG analysts and the periodic review of its evolution. This approach applies to all of CPR Invest’s Compartments. 

For more indication on how mandatory Principal Adverse Impact indicators are used, please refer to the Amundi Group ESG Regulatory Statement available at http://www.cpr-am.lu/.





E. Proportion of Investments



What is the planned asset allocation for this financial product?
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Minimum of 75% of the Fund’s securities and instruments will be used to meet the promoted environmental or social characteristics in accordance with the binding elements of the investment strategy of the Fund. Furthermore, the Fund commits to have a minimum of 10% of sustainable investments.



The asset allocation may change over time and percentages may be updated in the prospectus from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third party data.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The Fund currently has no minimum commitment to sustainable investments with an environmental objective aligned with the EU Taxonomy.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund has no defined minimum share.

What is the minimum share of socially sustainable investments?

The Fund has no defined minimum share.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

Included in “#2 Other” are cash and unrated instruments for the purpose of liquidity and portfolio risk management. Unrated instruments may also include securities for which data needed for the measurement of attainment of environmental or social characteristics is not available.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The sustainability indicator used is the ESG score of the Fund that is measured against the ESG score of the Benchmark of the Fund. 

The Investment Manager relies on Amundi’s in-house ESG rating process based on the “Best-in-class” approach. Ratings adapted to each sector of activity aim to assess the dynamics in which companies operate. 

The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions: 

- Environmental dimension: this examines issuers’ ability to control their direct and indirect environmental impact, by limiting their energy consumption, reducing their greenhouse emissions, fighting resource depletion and protecting biodiversity. 

- Social dimension: this measures how an issuer operates on two distinct concepts: the issuer’s strategy to develop its human capital and the respect of the human rights in general; 

- Governance dimension: This assesses capability of the issuer to ensure the basis for an effective corporate governance framework and generate value over the long-term. 

The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor. 

For more information on ESG scores and criteria, please refer to the Amundi Group ESG Regulatory Statement available at http://www.cpr-am.lu/

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

All ESG data, either externally or internally processed, is centralised by the Responsible Investment Business line, which is responsible for controlling the quality of the inputs and processed ESG outputs. This monitoring includes an automated quality check as well as a qualitative check from ESG analysts who are specialists of their sectors. ESG scores are updated on a monthly basis within Amundi's proprietary tool Stock Rating Integrator (SRI) module. 

Sustainability indicators used within Amundi rely on proprietary methodologies. These indicators are continuously made available in the portfolio management system allowing the portfolio managers to assess the impact of their investment decisions. 

Moreover, these indicators are embedded within Amundi’s control framework, with responsibilities spread between the first level of controls performed by the Investment teams themselves and the second level of controls performed by the Risk teams, who monitor compliance with environmental or social characteristics promoted by the Fund on an ongoing basis.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions: 

- Environmental dimension: this examines issuers’ ability to control their direct and indirect environmental impact, by limiting their energy consumption, reducing their greenhouse emissions, fighting resource depletion and protecting biodiversity; 

-Social dimension: these measures how an issuer operates on two distinct concepts: the issuer’s strategy to develop its human capital and the respect of the human rights in general;

- Governance dimension: This assesses capability of the issuer to ensure the basis for an effective corporate governance framework and generate value over the long-term. 

The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor.



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Amundi's ESG scores are built using Amundi's ESG analysis framework and scoring methodology. Data is sourced from the following sources for ESG scores: Moody, ISS-Oekem, MSCI, and Sustainalytics. 

Data quality controls of external data providers are managed by the Global Data Management unit. Controls are deployed at different steps of the value chain, from pre-integration controls, postintegration ones, to post calculation ones like controls on proprietary scores for instance. 



External data are collected and controlled by the Global Data Management team and are plugged into the SRI module. 



The SRI module is a proprietary tool that ensures the collection, quality check and processing of ESG data from external data providers. It also calculates the ESG ratings of issuers according to Amundi proprietary methodology. The ESG ratings in particular are displayed in the SRI module to portfolio managers, risk, reporting and the ESG teams in a transparent and user-friendly manner (issuer’s ESG rating together with the criteria and the weights of each criterion). 



For ESG ratings, at each stage of the calculation process, the scores are normalised and converted into Z-scores (difference between the company’s score and the average score in the sector, as a number of standard deviations). Hence each issuer is assessed with a score scaled around the average of their sector, enabling to distinguish best-practices from worst practices at sector level (Best-in-Class approach). At the end of the process, each issuer is assigned an ESG score (approximately between -3 and +3) and the equivalent on a letter scale from A to G, where A is the best, and G the worst. 



Data is then disseminated via Alto front office to portfolio managers and is monitored by the risk team. 



ESG scores utilize data derived from external data providers, internal ESG assessment/research conducted by Amundi, or through a regulated third party recognised for the provision of professional ESG scoring and assessment. Without mandatory ESG reporting at company level, estimations are a core component of data providers' methodology.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Amundi’s methodology limitations are by construction linked to use of ESG data. The ESG data landscape is currently being standardised which can impact data quality; data coverage also is a limitation. Current and future regulation will improve standardized reporting and corporate disclosures on which ESG data rely. 

Amundi is aware of these limitations which it mitigates by a combination of approaches: the monitoring of controversies, the use of several data providers, a structured qualitative assessment by its ESG research team of the ESG scores, the implementation of a strong governance.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Each month, the ESG scores are recalculated according Amundi quantitative methodology. The result of this calculation is then reviewed by the ESG analysts who perform a qualitative "sampling control" on its sector based on various checks that may include (but are not limited to): the main significant variations of the ESG score, the list of the new names with a bad score, the main divergence of score between 2 providers. After this review the analyst can override a score from the calculated score which is validated by the management of the team and is documented by a note stored in Amundi database iPortal. This can also be subject to a validation of the ESG Rating Committee. 

The investment management team is responsible for defining the investment process of the product, including the design of the appropriate risk framework in collaboration with the investment risk teams. In this context, Amundi has an investment guideline management procedure as well as a breach management procedure applying across all operations. Both procedures reiterate strict compliance with regulations and contractual guidelines. Risk managers are in charge of monitoring breaches on a day-to-day basis, alerting fund managers and requiring that portfolios are brought back into compliance as soon as possible and in the best interest of investors.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Amundi engages investee or potential investee companies at the issuer level regardless of the type of holdings held (equity and bonds). Issuers engaged are primarily chosen by the level of exposure to the subject of engagement, as the environmental, social, and governance issues that companies face have a major impact on society, both in terms of risk and opportunities. 

L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes
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How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental and/or social characteristics that it promotes. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds®, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than
sovereign bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*

« Taxonomy-aligned = Taxonomy-aligned

Other investments EtO Other investments I

* For the purpose of these graphs, “sovereign bonds’ consist of all sovereign exposures
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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary


This financial product promotes environmental or social characteristics, but does not have as its objective sustainable investment.



The Fund promotes environmental and/or social characteristics by aiming to have a higher ESG score than the ESG score of the MSCI World Health Care Equipment and Supplies 10/40 Net Return Index (the “Benchmark”). In determining the ESG score of the Fund and the Benchmark, ESG performance is assessed by comparing the average performance of a security against the security issuer’s industry, in respect of each of the three ESG characteristics of environmental, social and governance. The Benchmark is a broad market index which does not assess or include constituents according to environmental and/or social characteristics and therefore is not intended to be consistent with the characteristics promoted by the Fund. No ESG reference benchmark has been designated.



At least 75% of the Compartment’s securities and instruments will be used to meet the promoted environmental or social characteristics in accordance with the binding elements of the investment strategy of the Compartment. Furthermore, the Compartment commits to have a minimum of 10% of sustainable investments as per the below chart. Investments aligned with other E/S characteristics (#1B) will represent the difference between the actual proportion of investments aligned with environmental or social characteristics (#1) and the actual proportion of sustainable investments (#1A). The planned proportion of the other environmental investment represents a minimum of 10% (i) and may change as the actual proportions of Taxonomy-aligned and/or Social investments increase.



All ESG data, either externally or internally processed, is centralised by the Responsible Investment Business line, which is responsible for controlling the quality of the inputs and processed ESG outputs. This monitoring includes an automated quality check as well as a qualitative check from ESG analysts who are specialists of their sectors. ESG scores are updated on a monthly basis within Amundi's proprietary tool Stock Rating Integrator (SRI) module. 



Sustainability indicators used within Amundi rely on proprietary methodologies. These indicators are continuously made available in the portfolio management system allowing the portfolio managers to assess the impact of their investment decisions. 



Moreover these indicators are embedded within Amundi’s control framework, with responsibilities spread between the first level of controls performed by the Investment teams themselves and the second level of controls performed by the Risk teams, who monitor compliance with environmental or social characteristics promoted by the fund on an ongoing basis. 



The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions. 



The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor. 



Amundi's ESG scores are built using Amundi's ESG analysis framework and scoring methodology. Data is sourced from the following sources for ESG scores: Moody, ISS-Oekem, MSCI, and Sustainalytics. 



Amundi’s methodology limitations are by construction linked to use of ESG data. The ESG data landscape is currently being standardised which can impact data quality; data coverage also is a limitation. Current and future regulation will improve standardized reporting and corporate disclosures on which ESG data rely. Amundi is aware of these limitations which it mitigates by a combination of approaches. Each month, the ESG score are recalculated according Amundi quantitative methodology. The result of this calculation is then reviewed by the ESG analysts who perform a qualitative "sampling control" on its sector based on various checks.



Amundi engages investee or potential investee companies at the issuer level regardless of the type of holdings held (equity and bonds).





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments are to invest in investee companies that seek to meet two criteria:

1)follow best environmental and social practices; and 

2) avoid making products or providing services that harm the environment and society. 

In order for the investee company to be deemed to contribute to the above objective it must be a best performer be a “best performer” within its sector of activity on at least one of its material environmental or social factors.

The definition of “best performer” relies on Amundi’s proprietary ESG methodology which aims to measure the ESG performance of an investee company. In order to be considered a “best performer”, an investee company must perform with the best top three rating (A, B or C, out of a rating scale going from A to G) within its sector on at least one material environmental or social factor. Material environmental and social factors are identified at a sector level. The identification of material factors is based on Amundi ESG analysis framework which combines extra-financial data and qualitative analysis of associated sector and sustainability themes. Factors identified as material result in a contribution of more than 10% to the overall ESG score. For energy sector for example, material factors are: emissions and energy, biodiversity and pollution, health and security, local communities and human rights. For a more complete overview of sectors and factors, please refer to the Amundi Group ESG Regulatory Statement available at http://www.cpr-am.lu/

To contribute to the above objectives, the investee company should not have significant exposure to activities (e.g. tobacco, weapons, gambling, coal, aviation, meat production, fertilizer and pesticide manufacturing, single-use plastic production) not compatible with such criteria. 

The sustainable nature of an investment is assessed at investee company level. 

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

To ensure sustainable investments do no significant harm (‘DNSH’), Amundi utilises two filters: 

• The first DNSH test filter relies on monitoring the mandatory Principal Adverse Impacts indicators where robust data is available (e.g. Greenhouse Gas intensity of investee companies) via a combination of indicators (e.g. carbon intensity) and specific thresholds or rules (e.g. that the investee company’s carbon intensity does not belong to the last decile of the sector). 

Amundi already considers specific Principle Adverse Impacts within its exclusion policy as part of Amundi’s Responsible Investment Policy. These exclusions, which apply on the top of the tests detailed above, cover the following topics: exclusions on controversial weapons, Violations of UN Global Compact principles, coal and tobacco. 

• Beyond the specific sustainability factors covered in the first filter, Amundi has defined a second filter, which does not take the mandatory Principal Adverse Impact indicators above into account, in order to verify that the company does not badly perform from an overall environmental or social standpoint compared to other companies within its sector which corresponds to an environmental or social score superior or equal to E using Amundi’s ESG rating. 

How does this financial product take into account principal adverse impacts on sustainability factors?

The indicators for adverse impacts have been taken into account as detailed in the first do not significant harm (DNSH) filter above: 

The first DNSH filter relies on monitoring of mandatory Principal Adverse Impacts indicators where robust data is available via the combination of following indicators and specific thresholds or rules: 

- Have a CO2 intensity which does not belong to the last decile compared to other companies within its sector (only applies to high intensity sectors), and 

- Have a Board of Directors’ diversity which does not belong to the last decile compared to other companies within its sector, and 

- Be cleared of any controversy in relation to work conditions and human rights, and 

- Be cleared of any controversy in relation to biodiversity and pollution. 

Amundi already considers specific Principle Adverse Impacts within its exclusion policy as part of Amundi’s Responsible Investment Policy. These exclusions, which apply on the top of the tests detailed above, cover the following topics: exclusions on controversial weapons, Violations of UN Global Compact principles, coal and tobacco. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are integrated into Amundi’s ESG scoring methodology. Amundi’s proprietary ESG rating tool assesses issuers using available data from its data providers. For example the model has a dedicated criteria called “Community Involvement & Human Rights” which is applied to all sectors in addition to other human rights linked criteria including socially responsible supply chains, working conditions, and labour relations. Furthermore, controversy monitoring is conducted on a, at minimum, quarterly basis which includes companies identified for human rights violations. When controversies arise, analysts will evaluate the situation and apply a score to the controversy (using Amundi’s  proprietary scoring methodology) and determine the best course of action. Controversy scores are updated quarterly to track the trend and remediation efforts.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes environmental and/or social characteristics by aiming to have a higher ESG score than the ESG score of the MSCI World Health Care Equipment and Supplies 10/40 Index NR (the “Benchmark”). In determining the ESG score of the Fund and the Benchmark, ESG performance is assessed by comparing the average performance of a security against the security issuer’s industry, in respect of each of the three ESG characteristics of environmental, social and governance. The Benchmark is a broad market index which does not assess or include constituents according to environmental and/or social characteristics and therefore is not intended to be consistent with the characteristics promoted by the Fund. No ESG reference benchmark has been designated.



D. The Investment Strategy

What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to provide capital appreciation over the long term. 

The Investment Manager has selected the MSCI World Health Care Equipment and Supplies 10/40 Index NR that is used for performance comparison purposes only. 

The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

All securities held in the Fund are subject to the ESG criteria. This is achieved through the use of Amundi’s proprietary methodology and/or third party ESG information. 

The Fund first applies Amundi's exclusion policy including the following rules: 

· legal exclusions on controversial weapons (anti-personnel mines, cluster bombs, chemical weapons, biological weapons and depleted uranium weapons, etc.); 

· companies that seriously and repeatedly violate one or more of the 10 principles of the Global Compact, without credible corrective measures; 

· the sectoral exclusions of the Amundi group on Coal and Tobacco (details of this policy are available in CPR's Responsible Investment Policy available on the website of www.cpr-am.com). 

The Fund as a binding element aims to have a higher ESG score than the ESG score of the MSCI World Health Care Equipment and Supplies 10/40 Index NR.

The Fund ESG criteria apply to at least: 

· 90% of equities issued by large capitalisation companies in developed countries; debt securities, money market instruments with an investment grade credit rating; and sovereign debt issued by developed countries; 

· 75% of equities issued by large capitalisation companies in emerging market countries; equities issued by small and mid-capitalisation companies in any country; debt securities and money market instruments with a high yield credit rating; and sovereign debt issued by emerging market countries. 

However investors should note that it may not be practicable to perform ESG analysis on cash, near cash, some derivatives and some collective investment schemes, to the same standards as for the other investments The ESG calculation methodology will not include those securities that do not have an ESG rating, nor cash, near cash, some derivatives and some collective investment schemes. 

Additional sustainable approach: 

The Investment Manager integrates a sustainable approach by excluding companies based on the following: 

- worst overall ESG ratings; 

- worst ratings on E, S and G specific criteria deemed relevant for the medical technology ecosystem; 

- high ESG controversies; 



Limits to the ESG approach: 

The best-in-class approach does not exclude any sector of activity in principle. All economic sectors are therefore represented in this approach and the Fund may therefore be exposed to some controversial sectors. In order to limit the potential non-financial risks for these sectors, the Fund applies the exclusions set out above. 

In addition, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy.

What is the policy to assess good governance practices of the investee companies?

The Amundi Group ESG scoring methodology is relied upon. Amundi Group’s ESG scoring is based on a proprietary ESG analysis framework, which accounts for 38 general and sector-specific criteria, including governance criteria. In the Governance dimension, an issuer’s ability to ensure an effective corporate governance framework that guarantees it will meet its long-term objectives (e.g. guaranteeing the issuer’s value over the long term) is assessed. The governance sub-criteria considered are: board structure, audit and control, remuneration, shareholders’ rights, ethics, tax practices and ESG strategy. 

Amundi Group ESG Rating scale contains seven grades, ranging from A to G, where A is the best and G the worst rating. G-rated companies are excluded from the investment universe. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?
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Yes, the Fund considers all the mandatory Principal Adverse Impacts applying to the Fund’s strategy and relies on a combination of exclusion policies (normative and sectorial), ESG rating integration into the investment process, engagement and voting approaches. 

- Exclusion: Amundi has defined normative, activity-based and sector-based exclusion rules covering some of the key adverse sustainability indicators listed by SFDR. 

- ESG factors integration: Amundi has adopted minimum ESG integration standards applied by default to its actively managed open-ended funds (exclusion of G rated issuers and better weighted average ESG score higher than the applicable benchmark). The 38 criteria used in Amundi ESG rating approach were also designed to consider key impacts on sustainability factors, as well as quality of the mitigation undertaken are also considered in that respect. 

- Engagement: Engagement is a continuous and purpose driven process aimed at influencing the activities or behaviour of investee companies. The aim of engagement activities can fall into two categories: to engage an issuer to improve the way it integrates the environmental and social dimension, to engage an issuer to improve its impact on environmental, social, and human rights-related or other sustainability matters that are material to society and the global economy.

- Vote: Amundi’s voting policy responds to an holistic analysis of all the long-term issues that may influence value creation, including material ESG issues. For more information please refer to Amundi’s Voting Policy. 

- Controversies monitoring: Amundi has developed a controversy tracking system that relies on three external data providers to systematically track controversies and their level of severity. This quantitative approach is then enriched with an in-depth assessment of each severe controversy, led by ESG analysts and the periodic review of its evolution. This approach applies to all of CPR Invest’s Compartments. 

For more indication on how mandatory Principal Adverse Impact indicators are used, please refer to the Amundi Group ESG Regulatory Statement available at http://www.cpr-am.lu/.





E. Proportion of Investments



What is the planned asset allocation for this financial product?

A minimum of 75% of the Fund’s securities and instruments will be used to meet the promoted environmental or social characteristics in accordance with the binding elements of the investment strategy of the Fund. Furthermore, the Fund commits to have a minimum of 10% of sustainable investments.



The asset allocation may change over time and percentages may be updated in the prospectus from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third party data.
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How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The Fund currently has no minimum commitment to sustainable investments with an environmental objective aligned with the EU Taxonomy.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund has no defined minimum share.

What is the minimum share of socially sustainable investments?

The Fund has no defined minimum share.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

Included in “#2 Other” are cash and unrated instruments for the purpose of liquidity and portfolio risk management. Unrated instruments may also include securities for which data needed for the measurement of attainment of environmental or social characteristics is not available.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The sustainability indicator used is the ESG score of the Fund that is measured against the ESG score of the Benchmark of the Fund. 

The Investment Manager relies on Amundi’s in-house ESG rating process based on the “Best-in-class” approach. Ratings adapted to each sector of activity aim to assess the dynamics in which companies operate. 

The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions: 

- Environmental dimension: this examines issuers’ ability to control their direct and indirect environmental impact, by limiting their energy consumption, reducing their greenhouse emissions, fighting resource depletion and protecting biodiversity. 

- Social dimension: this measures how an issuer operates on two distinct concepts: the issuer’s strategy to develop its human capital and the respect of the human rights in general; 

- Governance dimension: This assesses capability of the issuer to ensure the basis for an effective corporate governance framework and generate value over the long-term. 

The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor. 

For more information on ESG scores and criteria, please refer to the Amundi Group ESG Regulatory Statement available at http://www.cpr-am.lu/

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

All ESG data, either externally or internally processed, is centralised by the Responsible Investment Business line, which is responsible for controlling the quality of the inputs and processed ESG outputs. This monitoring includes an automated quality check as well as a qualitative check from ESG analysts who are specialists of their sectors. ESG scores are updated on a monthly basis within Amundi's proprietary tool Stock Rating Integrator (SRI) module. 

Sustainability indicators used within Amundi rely on proprietary methodologies. These indicators are continuously made available in the portfolio management system allowing the portfolio managers to assess the impact of their investment decisions. Moreover, these indicators are embedded within Amundi’s control framework, with responsibilities spread between the first level of controls performed by the Investment teams themselves and the second level of controls performed by the Risk teams, who monitor compliance with environmental or social characteristics promoted by the Fund on an ongoing basis.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions: 

- Environmental dimension: this examines issuers’ ability to control their direct and indirect environmental impact, by limiting their energy consumption, reducing their greenhouse emissions, fighting resource depletion and protecting biodiversity; 

-Social dimension: these measures how an issuer operates on two distinct concepts: the issuer’s strategy to develop its human capital and the respect of the human rights in general; 

- Governance dimension: This assesses capability of the issuer to ensure the basis for an effective corporate governance framework and generate value over the long-term. 

The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor.



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Amundi's ESG scores are built using Amundi's ESG analysis framework and scoring methodology. Data is sourced from the following sources for ESG scores: Moody, ISS-Oekem, MSCI, and Sustainalytics. 



Data quality controls of external data providers are managed by the Global Data Management unit. Controls are deployed at different steps of the value chain, from pre-integration controls, post integration ones, to post calculation ones like controls on proprietary scores for instance. 



External data are collected and controlled by the Global Data Management team and are plugged into the SRI module. 



The SRI module is a proprietary tool that ensures the collection, quality check and processing of ESG data from external data providers. It also calculates the ESG ratings of issuers according to Amundi proprietary methodology. The ESG ratings in particular are displayed in the SRI module to portfolio managers, risk, reporting and the ESG teams in a transparent and user-friendly manner (issuer’s ESG rating together with the criteria and the weights of each criterion). 



For ESG ratings, at each stage of the calculation process, the scores are normalised and converted into Z-scores (difference between the company’s score and the average score in the sector, as a number of standard deviations). Hence each issuer is assessed with a score scaled around the average of their sector, enabling to distinguish best-practices from worst practices at sector level (Best-in-Class approach). At the end of the process, each issuer is assigned an ESG score (approximately between -3 and +3) and the equivalent on a letter scale from A to G, where A is the best, and G the worst. 



Data is then disseminated via Alto front office to portfolio managers and is monitored by the risk team. 



ESG scores utilize data derived from external data providers, internal ESG assessment/research conducted by Amundi, or through a regulated third party recognised for the provision of professional ESG scoring and assessment. Without mandatory ESG reporting at company level, estimations are a core component of data providers' methodology.



I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Amundi’s methodology limitations are by construction linked to use of ESG data. The ESG data landscape is currently being standardised which can impact data quality; data coverage also is a limitation. Current and future regulation will improve standardized reporting and corporate disclosures on which ESG data rely. 

Amundi is aware of these limitations which it mitigates by a combination of approaches: the monitoring of controversies, the use of several data providers, a structured qualitative assessment by its ESG research team of the ESG scores, the implementation of a strong governance. 



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Each month, the ESG scores are recalculated according Amundi quantitative methodology. The result of this calculation is then reviewed by the ESG analysts who perform a qualitative "sampling control" on its sector based on various checks that may include (but are not limited to): the main significant variations of the ESG score, the list of the new names with a bad score, the main divergence of score between 2 providers. After this review the analyst can override a score from the calculated score which is validated by the management of the team and is documented by a note stored in Amundi database iPortal. This can also be subject to a validation of the ESG Rating Committee. 

The investment management team is responsible for defining the investment process of the product, including the design of the appropriate risk framework in collaboration with the investment risk teams. In this context, Amundi has an investment guideline management procedure as well as a breach management procedure applying across all operations. Both procedures reiterate strict compliance with regulations and contractual guidelines. Risk managers are in charge of monitoring breaches on a day-to-day basis, alerting fund managers and requiring that portfolios are brought back into compliance as soon as possible and in the best interest of investors.





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Amundi engages investee or potential investee companies at the issuer level regardless of the type of holdings held (equity and bonds). Issuers engaged are primarily chosen by the level of exposure to the subject of engagement, as the environmental, social, and governance issues that companies face have a major impact on society, both in terms of risk and opportunities.

 

L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes
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How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

The Fund does not have a specific index designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social
characteristics that do not qualify as sustainable investments.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds®, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than
sovereign bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*

« Taxonomy-aligned = Taxonomy-aligned

Other investments EtO Other investments I

* For the purpose of these graphs, “sovereign bonds’ consist of all sovereign exposures
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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary


The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment. The Fund promotes environmental and social characteristics by investing in securities of issuers with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to ESG ratings. 



The Fund invests in the equity securities of companies throughout the world, that are linked to the theme of future connectivity (the enablers, networks and beneficiaries of next generation communications). Investments may be made in companies that are involved in the roll out of cellular networks, wired networks, internet infrastructure and online content production. The Fund partially intends to make sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

The Fund will invest:
(i) a minimum of 70% of its assets in issuers with favourable ESG characteristics.
(ii) a minimum of 5% in sustainable investments of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 0% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 0% have a social objective.

In respect of its direct investments, the Fund is subject to:
1) Firm-wide exclusions list, which includes cluster munitions and anti-personnel landmines, and

2) a “Sustainable Fund Exclusion List”, which includes, but is not limited to, tobacco, weapons and thermal coal and

3) a principle-based screening policy which includes:

a) norms-based screening of issuers which the investment manager considers have failed to conduct their business in accordance with international norms, including as set out in the UNGC; and

b) negative screening of certain sectors, issuers or practices based on specific ESG criteria where revenue thresholds may be applied.

4) Fineco Asset Management DAC Investment Exclusion Policy effective on 27 July 2022.



These exclusions and screens may be updated from time to time.

Attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle is monitored on a daily basis, using Fidelity’s internal compliance monitoring system and the sustainability indicators are monitored and measured on a quarterly basis.
Data is obtained from a combination of internal and external sources.
Limitations in data availability or methodological challenges may constrain Fidelity’s ability to generate insights into an individual issuer’s contribution towards promotion of environmental or social characteristics. However, these challenges may be mitigated by issuer engagement and Fidelity do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics promoted.


Due diligence on underlying assets is carried out by reference to ESG ratings and engagement.



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The Fund determines a sustainable investment as follows: 

(a) issuers that undertake economic activities that contribute to one or more of the environmental objectives set out in the EU Taxonomy and qualify as environmentally sustainable in accordance with EU Taxonomy; or 

(b) issuers whereby the majority of their business activities (more than 50% of revenue) contribute to environmental or social objectives aligned with one or more of the United Nations Sustainable Development Goals (“SDGs”); or 

(c) issuers which have set a decarbonisation target consistent with a 1.5 degree warming scenario or lower (verified by the Science Based Target Initiative or a Fidelity Proprietary Climate Rating) which would be considered to contribute to environmental objectives; 

provided they do no significant harm, meet minimum safeguards and good governance criteria. 

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments are screened for involvement in activities that cause significant harm and controversies, assessed through a check that the issuer meets minimum safeguards and standards that relate to principal adverse indicators (PAIs) as well as performance on PAI metrics. This includes: 

Norms-based screens - the screening out of securities identified under Fidelity’s existing norms-based screens; 

Activity-based screens - the screening out of issuers based on their participation in activities with significant negative impacts on society or the environment, including issuers that are considered to have a ‘Very Severe’ controversy using controversy screens, covering 1) environmental issues, 2) human rights and communities, 3) labour rights and supply chain, 4) customers, 5) governance; and 

PAI indicators: quantitative data (where available) on PAI indicators is used to evaluate whether an issuer is involved in activities that cause significant harm to any environmental or social objective.

How does this financial product take into account principal adverse impacts on sustainability factors?

For sustainable investments, as set out above, Fidelity undertakes a quantitative evaluation to identify issuers with challenging performance on PAI indicators. Issuers with a low score will be ineligible to be ‘sustainable investments’ unless Fidelity’s fundamental research determines that the issuer is not breaching “do no significant harm” requirements, or is on the path to mitigate the adverse impacts through effective management or transition. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Norms-based screens are applied: Issuers identified as failing to behave in a way which meets their fundamental responsibilities in the areas of human rights, labour, environmental and anti-corruption as aligned with international norms including those set out by the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights, UN Global Compact (UNGC), ILO Standards International Labour Organisation (ILO) Conventions, are not considered sustainable investments. 

The EU Taxonomy sets out a “do not significant harm” principle by which Taxonomy-aligned investments should not significantly harm EU Taxonomy objectives and is accompanied by specific EU criteria. 

The “do no significant harm” principle applies only to those investments underlying the financial product that take into account the EU criteria for environmentally sustainable economic activities. The investments underlying the remaining portion of this financial product do not take into account the EU criteria for environmentally sustainable economic activities. 



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes environmental and social characteristics by investing in securities of issuers with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to ESG ratings. 

The Fund invests in the equity securities of companies throughout the world, that are linked to the theme of future connectivity (the enablers, networks and beneficiaries of next generation communications). Investments may be made in companies that are involved in the roll out of cellular networks, wired networks, internet infrastructure and online content production.

The Fund partially intends to make sustainable investments. 

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve long-term capital growth from a portfolio made up for at least 70% of the equity securities of companies around the world, including those in countries considered to be emerging markets, deemed to maintain environmental, social and governance (“ESG”) characteristics, as described below under “ESG Integration” section. 

Investments in equities will be linked to the theme of “Future Connectivity” (concerning the so called “Enablers”, “Networks” and beneficiaries or “Innovators” of next generation communications as described below under “Selection of Equities”) and will include, but are not limited to, companies that are involved in the roll out of cellular networks, wired networks, internet infrastructure, social media, online content production, streaming and e-commerce. E-commerce or “electronic commerce” refers to the process of buying and selling goods over the Internet conducted via a “smart” device such as a computer, tablet or smartphone, which transaction therefore occurs between buyer and seller in a virtual or online store as opposed to a physical store. 

The equity securities in which the portfolio will invest include but are not limited to common stock, preferred stock, rights and warrants to subscribe for the purchase of equity securities, and depositary receipts such as American, European, and Global Depository Receipts (traded on Recognised Markets). Exposure to warrants will be limited to maximum 5% of the Fund's net assets. 

In respect of its direct investments, the Fund is subject to: 

1) Firm-wide exclusions list, which includes cluster munitions and anti-personnel landmines, and

2) a “Sustainable Fund Exclusion List”, which includes, but is not limited to, tobacco, weapons and thermal coal and

3) a principle-based screening policy which includes:

a) norms-based screening of issuers which the investment manager considers have failed to conduct their business in accordance with international norms, including as set out in the UNGC; and

b) negative screening of certain sectors, issuers or practices based on specific ESG criteria where revenue thresholds may be applied.

4) Fineco Asset Management DAC Investment Exclusion Policy effective on 27 July 2022.

The above exclusions and screens (the “Exclusions”) may be updated from time to time. Please refer to the website for further information on the Sustainable investing framework (fidelityinternational.com) and further details on the Exclusion Policy can be found on the Management Company’s website at the following link FAM - Sustainability | Fineco FAM - Fineco FAM (finecoassetmanagement.com) 

The investment manager also has discretion to implement enhanced, stricter sustainable requirements and exclusions from time to time. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The Mandate will invest: 

(i) a minimum of 70% of its assets in issuers with favourable ESG characteristics, 

(ii) a minimum of 5% in sustainable investments of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 0% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 0% have a social objective.

In addition, the Fund will systematically apply the Exclusions as described above.

The Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See link above to the Manager's website for more detail on the application of the exclusion policy.

What is the policy to assess good governance practices of the investee companies?

The governance practices of issuers are assessed using fundamental research, including Fidelity ESG ratings, data regarding controversies and UN Global Compact violations. 

Key points that are analysed include track record of capital allocation, financial transparency, related party transactions, board independence and size, executive pay, auditors and internal oversight, minority shareholder rights, among other indicators. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

When selecting investments, the Fund’s investment universe will be reduced by at least 20% due to the exclusion of issuers on the basis of their ESG characteristics. 

Does this financial product consider principal adverse impacts on sustainability factors?
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Yes, Principal adverse impacts on sustainability factors are considered through and incorporated into investment decisions through a variety of tools, including: 



i. Due Diligence - analysis of whether principle adverse impacts are material and negative. 



ii. ESG rating - Fidelity references ESG ratings which incorporate material principal adverse impacts such as carbon emissions, employee safety and bribery and corruption, water management. For sovereign issued securities, principal adverse impacts are considered through and incorporated into investment decisions using ratings which incorporate material principal adverse impacts such as carbon emissions, social violations and freedom of expression. 



iii. Exclusions - When investing directly in corporate issuers, the Fund applies the Exclusions (as defined below) to help mitigate PAI through excluding harmful sectors and prohibiting investment in issuers that breach international standards, such as the UNGC. 



iv. Engagement - Fidelity uses engagement as a tool to better understand principal adverse impacts on sustainability factors and, in some circumstances, advocate for enhancing principal adverse impacts and sustainability metrics. Fidelity participates in relevant individual and collaborative engagements that target a number of principal adverse impacts (i.e. Climate Action 100+, Investors Against Slavery and Trafficking APAC). 



v. Voting - Fidelity’s voting policy includes explicit minimum standards for board gender diversity and engagement with climate change. Fidelity may also vote to enhance issuer performance on other indicators.



vi. Quarterly reviews - monitoring of principal adverse impacts through the Fund’s quarterly review process. 



The specific PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. In certain circumstances, such as indirect investments made by the Fund, PAI may not be considered.



E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Fund aims to invest: 

(i) A minimum of 70% of its assets in securities of issuers with favourable ESG characteristics, 

(ii) A minimum of 5% in sustainable investments (#1A sustainable)* of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 0% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 0% have a social objective. 

*Fidelity determines the minimum overall percentage of sustainable investments on the basis of including issuers, as described above, whereby more than 50% of revenue contributes to a sustainable investment objective.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Where the security underlying a derivative has favourable ESG characteristics in accordance with Fidelity's Sustainable Investing Framework, the derivative may be included in determining the proportion of the Fund dedicated to promotion of environmental or social characteristics. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The Fund invests a minimum of 0% in sustainable investments with an environmental objective aligned with the EU Taxonomy. [image: ]

What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund invests a minimum of 0% in sustainable investments with an environmental objective that is not aligned with the EU Taxonomy. 

What is the minimum share of socially sustainable investments?

The Fund invests a minimum of 0% in sustainable investments with a social objective.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in securities of issuers that are able to demonstrate that they are on an improving trajectory with respect to their ESG characteristics, as well as cash and cash equivalents for liquidity purposes and derivatives which may be used for investment and efficient portfolio management. 

As a minimum environmental and social safeguard, the Fund will adhere to the Exclusions.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes: 

i. the percentage of the Fund invested in securities of issuers with favourable ESG characteristics in accordance with Fidelity’s Sustainable Investing Framework; 

ii. the percentage of the Fund invested in securities of issuers with exposure to the Exclusions; 

iii. the percentage of the Fund invested in sustainable investments. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Both Fidelity’s investment directors and the portfolio compliance team monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a daily basis, using Fidelity’s internal compliance monitoring system.

The sustainability indicators are monitored by Fidelity’s sustainable investing team on a quarterly basis.


The Fund’s periodic disclosures report on the extent to which the Fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The attainment of sustainability indicators is measured by Fidelity’s sustainable investing team on a quarterly basis, using data obtained from daily monitoring of the environmental or social characteristics promoted by the Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
Data is obtained from a combination of internal and external sources.
External sources include:


· MSCI and Factset that provide data on principal adverse impacts, controversy data and ESG ratings data;

· Institutional Shareholder Services (ISS) that provide carbon data, climate data and data on UN Global Compact violators;

· Moody’s that provide EU Taxonomy data.



Internal sources include Fidelity Sustainability Ratings, which complement the third-party sourced ESG ratings and controversy data for exclusions and qualitative assessments.


Measures taken to ensure data quality
When a data provider is initially onboarded by Fidelity, an assessment of data quality and an evaluation of data samples is made.
Fidelity assesses the quality of MSCI ESG ratings data on an ongoing daily basis, using broad statistics to check data points for accuracy and completeness.
Fidelity also performs certain manual checks from time to time on externally sourced data.



How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fidelity’s policies on data processing.



Proportion of data that is estimated
Fidelity does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Limitations in data availability or methodological challenges may constrain Fidelity’s ability to generate insights into an individual issuer’s contribution towards a sustainability objective. The data used is in part provided by external data providers, which may apply different models and may contain inaccurate or incomplete data. In case of insufficient data, these data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by issuer engagement and Fidelity do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. 

In addition, Fidelity continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into an issuers performance on sustainability issues and will continue to evolve Fidelity’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:
(i) ESG ratings which incorporate analysis of the environmental and social characteristics of an issuer and consideration of material principal adverse impacts such as carbon emissions, employee safety and bribery and corruption, water management and, for sovereign issued securities, ratings used incorporate consideration of material principal adverse impacts such as carbon emissions, social violations and freedom of expression. Fidelity ESG ratings for each issuer are reviewed on an annual basis.

(ii) Engagement - Fidelity uses engagement as a tool to better understand issuers and, in some circumstances, advocate for change. Fidelity participates in relevant individual and collaborative engagements that target a number of principal adverse impacts (i.e. Climate Action 100+, Investors Against Slavery and Trafficking APAC).

The Sustainable Investing frameworks and activities are overseen by the Fidelity Sustainable Investing Operating Committee (the ‘SIOC’). The SIOC is responsible for setting the policies and objectives of Fidelity as they relate to sustainable investing and oversee the implementation and delivery of these policies and objectives. This committee is comprised of Fidelity senior executives from across Fidelity’s business units, including the Global Head of Stewardship and Sustainable Investing. In addition, the SIOC is responsible for the conduct, oversight and execution of Fidelity’s ownership rights in investee issuers, including engagement and proxy voting activities.

The Fidelity Sustainable Investing frameworks and Fidelity ESG Ratings have been reviewed and validated by Fidelity internal risk and internal audit teams.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Engagement and voting form part of the Fund’s consideration of principal adverse impacts on sustainability factors. Engagement is part of the Fund’s investment strategy and is used determine eligibility of issuers that don’t have favourable ESG characteristics but demonstrate that they are on an improving trajectory with respect to their ESG characteristics.

The Investment Manager’s Sustainable Investing Principles and Voting Policy sets out how it may integrate shareholder engagement in investment strategies. Engagements can be undertaken to gain a deeper understanding of an issuer’s sustainability and impact on environmental and social factors practices to better inform investment decisions and to use influence to improve the sustainability practices of issuers.

The Investment Manager seeks to maintain an ongoing dialogue with management of issuers. Formal meetings are typically held with most issuers at least twice a year. In addition to these regular dialogues, there are a variety of other opportunities for ESG-focussed engagements including those in response to a controversy or adverse event, or if flagged for engagement during the Fidelity Sustainability Rating assessment process, a thematic engagement on a particular sustainable investing issue, in response to an issuer’s request for engagement on a specific governance or corporate event, or through involvement with a third-party engagement forum. Once the Investment Manager has identified an engagement opportunity, a constructive dialogue starts with issuers to explain the Investment Manager’s beliefs and expectations, and to encourage shifts in long term behaviour.

The Investment Manager documents engagements with issuers in a centralised application platform, which is available to the entire investment team. Engagements can have various timeframes depending on the materiality and urgency of the topic in discussion. A lack of impact of the engagement can lead to a worsened Fidelity Sustainability Rating or lead to considerations around voting and divestment.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds®, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than
sovereign bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
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Investments characteristics

#2 Other

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the
environmental or social characteristics promoted by the financial product.

#20ther includes the remaining investments of the financial product which are neither aligned with the
environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social
objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or
social characteristics that do not qualify as sustainable investments.
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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary


The Fund maintains a higher overall sustainability score than the MSCI All Country World (Net TR) index, based on the Investment Manager’s rating system. This benchmark (which is a broad market index) does not take into account the environmental and social characteristics promoted by the Fund. No reference benchmark has been designated for the purpose of meeting the environmental or social characteristics promoted by the financial product. The sustainability score of the Fund is measured by SustainEx™, Schroders’ proprietary tool that provides an estimate of the potential societal or environmental impact that an issuer may create. 

The Fund is actively managed and invests at least two-thirds of its assets in equity and equity related securities of companies worldwide. The Fund may also apply certain other exclusions. Further information on all of the Fund’s exclusions is to be found further below under “Exclusion Criteria”. 



In order to assess good governance practices, Schroders utilises a proprietary tool to help it develop a complete understanding of a company through a stakeholder lens. This financial product promotes environmental or social characteristics, but does not have as its objective sustainable investment. 



The minimum proportion of the Fund’s assets used to attain the environmental or social characteristics is equal to 70%. The Fund will invest at least 25% of its assets in sustainable investments. Within this, there is no commitment to invest a minimum proportion of the Fund’s assets in sustainable investments with an environmental objective or in sustainable investments with a social objective. This means that the proportion of sustainable investments with an environmental objective and those with a social objective will vary over time. The fund includes investments that are treated as neutral for sustainability purposes, such as cash and Money Market Investments and derivatives used with the aim of reducing risk (hedging) or managing the Fund more efficiently. It also includes investments that are not scored by Schroders’ proprietary sustainability tool and so do not contribute towards the Fund’s sustainability score. 



The Fund’s investment and asset selection process has been reviewed and approved by the Investment Manager’s Product Development Committee that includes representatives from the Legal, Compliance, Product and Sustainable Investment functions. Ongoing compliance with the agreed sustainability characteristics is monitored by the Portfolio Compliance Team. There are no external controls on that due diligence. 



Schroders’ investment process is driven by proprietary bottom-up fundamental stock selection. Expertise from both the Investment team and the Sustainability team provide a diversity of idea generation and high degree of scrutiny of ideas around the expected trajectory of long term growth, ESG and sustainability characteristics. 



The chart in the Monitoring of environmental or social characteristics section summarises the investment process utilised in the management of the Fund’s strategy including details of Idea Generation, Sustainability, Investability and Active engagement. 



The exclusion of certain activities, industries or groups of issuers are listed under the Monitoring of environmental or social characteristics section, as well as the investment limits applicable to the Fund, will be measured within the Investment Manager’s portfolio compliance framework. 



Information is drawn from publicly available corporate information and company meetings, from broker reports, industry bodies, and research organisations, think tanks, legislators, consultants, Non-Governmental Organisations and academics. 



Third party research may be used, however Schroders’ internal analysts form a proprietary view on each of the companies the Investment Manager analyse. 



The Investment Manager subscribes to external ESG research providers including; MSCI ESG research, Bloomberg, EIRiS, Refinitiv, Sustainalytics and Morningstar, which is subject to periodic review and change. 



Whilst the third parties that deliver the vast majority of the data used have been chosen carefully, data errors may occur. To address this, a dedicated ESG Data Governance team pro-actively monitors for errors and resolves data queries. This involves close collaboration with the third-party data providers, and managing and tracking data corrections. 



Limitations to the methodology for that rating system may arise from data availability, and specifically the lack of company reported data. Where data is not available, Schroders will engage with companies to encourage them to disclose the missing data points. Some of Schroders’ proprietary tools infer missing values where applicable. Schroders’ models typically employ a range of techniques to estimate missing values where appropriate and reasonably robust. Where data for a metric is not sufficiently available to form robust conclusions, that metric is not included in the proprietary tools. 



The coding and monitoring of investment risk restrictions for individual fund and client mandates is the responsibility of the Investment Manager’s Portfolio Compliance team within the independent Investment Risk function. 



The data in the portfolio compliance framework forms the basis for monitoring of risk limits and indicators, and the latest information on portfolio structure (such as asset allocation, sector and country positions) and risk metrics is easily available to Schroders’ investment risk, portfolio compliance and investment teams. 



Schroders consider active ownership to be the influence they can apply to management teams to ensure sustainable practices in the assets in which they invest. Schroders aim to drive change that will protect and enhance the value of their investments and they are committed to leveraging the weight of the firm to change how a company is operating for the better. Schroders believe this is an important aspect of their role as stewards of their clients’ capital and how help clients meet their long-term financial goals in line with their fiduciary responsibilities. 



Further details on Schroders’ approach to active ownership policy is publicly available: https://prod.schroders.com/en/sysglobalassets/about-us/schroders-engagement-blueprint-2022.pdf.





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

In respect of the proportion of the Fund’s portfolio that is invested in sustainable investments, each sustainable investment demonstrates a net positive effect on one or more environmental or social objectives, as scored by Schroders' proprietary tool. The environmental or social objectives of the sustainable investments that the Fund partially intends to make may include, but are not limited to, increasing environmental and/or social benefits such as greater water access or fair pay and reducing environmental, and/or social costs such as carbon emissions or food waste. For example, greater water access as measured by Schroders' proprietary tool are the estimated societal benefits of the provision of clean drinking water to human health.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The Investment Manager’s approach to not causing significant harm to any environmental or social sustainable investment objective includes the following: 

· Firm-wide exclusions apply to Schroders funds. These relate to international conventions on cluster munitions, anti-personnel mines, and chemical and biological weapons. A detailed list of all companies that are excluded is available at https://www.schroders.com/en/sustainability/active-ownership/group-exclusions/



· Schroders became a signatory to the UN Global Compact (UNGC) principles on 6 January 2020. The Fund excludes companies in violation of the UNGC principles from the portion of the portfolio in sustainable investments, as the Investment Manager considers violators cause significant harm to one or more environmental or social sustainable investment objectives. The areas determining whether an issuer is an UNGC violator include issues that are covered by the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights, such as human rights, bribery and corruption, labour rights, child labour, discrimination, health and safety, and collective bargaining. The list of UNGC violators is provided by a third party and compliance with the list is monitored via the Investment Manager’s automated compliance controls. Exceptions may apply, if there is evidence to demonstrate that the company has addressed the violation and is not causing significant harm as described above. 



· The Fund also excludes companies that derive revenues above certain thresholds from activities related to tobacco and thermal coal, especially tobacco production, tobacco value chain (suppliers, distributors, retailers, licensors), thermal coal extraction and coal fired power generation. 



· The Fund may also apply certain other exclusions. 



· In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy. 



· Wherever possible, in the context of an incomplete and developing data landscape, the Investment Manager sets levels or principles for what would be deemed to cause significant harm by applying appropriate values in relation to the principal adverse impacts applicable to sustainable products. Investee companies deemed to be in breach of these levels would not be eligible to be considered as a sustainable investment. The Investment Manager’s framework is subject to ongoing review, particularly as the availability, and quality, of the data evolves. 

For further information on the consideration of all principal adverse impacts in the Investment Manager’s investment process, please refer to the section, ‘Does this financial product consider principal adverse impacts on sustainability factors?’ 

How does this financial product take into account principal adverse impacts on sustainability factors?

Wherever the Investment Manager deems possible, in the context of an incomplete and developing data landscape, the Investment Manager sets levels or principles for what would be deemed to cause significant harm by applying appropriate values in relation to the principal adverse impacts applicable to sustainable products. Investee companies deemed to be in breach of these levels would not be eligible to be considered as a sustainable investment. The Investment Manager’s framework is subject to ongoing review, particularly as the availability, and quality, of the data evolves. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The Investment Manager use a list of UNGC violators as provided by a third party. Issuers on that list cannot be categorised as sustainable investments. The areas considered when determining whether an issuer is an UNGC violator include those covered by the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights, such as human rights, bribery and corruption, labour rights, child labour, discrimination, health and safety, and collective bargaining. 



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include: 

The Fund maintains a higher overall sustainability score than the MSCI All Country World (Net TR) index, based on the Investment Manager’s rating system. This benchmark (which is a broad market index) does not take into account the environmental and social characteristics promoted by the Fund.

No reference benchmark has been designated for the purpose of attaining the Fund’s promoted environmental and/or social characteristics. 

The sustainability score is measured by Schroders’ proprietary tool that provides an estimate of the net “impact” that an issuer may create in terms of social and environmental “costs” or “benefits”. It does this by using certain indicators with respect to that issuer and quantifying them positively and negatively to produce an aggregate notional measure of the effect that the relevant underlying issuer may have on society and the environment. It does this using third party data as well as Schroders own estimates and assumptions and the outcome may differ from other sustainability tools and measures. Examples of such indicators are greenhouse gas emissions, water usage, and salaries compared to the living wage. The result is expressed as an aggregate score of the sustainability indicators for each issuer, specifically a notional percentage (positive or negative) of sales of the relevant underlying issuer. For example, a score of +2% would mean an issuer contributes $2 of relative notional positive impact (i.e., benefits to society) per $100 of sales. The sustainability score of the Fund is derived from the scores of all issuers in the Fund’s portfolio measured by Schroders’ proprietary tool. 

The Fund invests at least 25% of its assets in sustainable investments, which are investments that the Investment Manager expects to contribute towards the advancement of one or more environmental and/or social objective(s).



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is actively managed and invests at least two-thirds of its assets in equity and equity related securities of companies worldwide. 

The Fund aims to provide investors with exposure to companies participating in evolving consumption patterns across multiple areas of consumers’ lives. The Investment Manager seeks to invest in companies that it believes will enjoy superior growth because they satisfy the tastes and expectations of consumers in a technologically enabled world. 

The Fund may also invest up to 33% of its Net Asset Value in deposits, cash and money market instruments, including but not limited to T-bills, certificates of deposit, commercial paper and bankers’ acceptances. 

The Fund maintains a higher overall sustainability score than the MSCI All Country World (net TR) index based on the Investment Manager’s rating criteria. 

The Investment Manager applies governance and sustainability criteria when selecting investments for the Fund. 

The Investment Manager evaluates issuers against a range of environmental, social and governance factors in order to decide whether an issuer is eligible for the Fund’s portfolio. This analysis is performed by global sector specialists and local analyst teams and is supported by Schroders’ dedicated Sustainable Investment team. The Investment Manager uses Schroders’ proprietary sustainability tools to provide a baseline assessment that contributes to the overall ESG appraisal of a company. Additionally, meetings with company management inform the Investment Manager’s view, providing further insights on corporate culture and senior management commitment to corporate social responsibility, with third party ESG research used primarily as a benchmarking exercise to confirm proprietary analysis. 

The Investment Manager ensures that at least: 

· 90% of equities issued by large companies domiciled in developed countries and money market instruments with an investment grade rating; and 



· 75% of equities issued by large companies domiciled in emerging countries and equities issued by small and medium companies; fixed or floating rate securities and money market instruments with a high yield credit rating; and sovereign debt issued by emerging countries; 

held in the Fund’s portfolio are rated against the sustainability criteria. For the purposes of this test, small companies are those with market capitalisation below €5 billion, medium companies are those between €5 billion and €10 billion and large companies are those about €10 billion.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The following binding elements are applied throughout the investment process: 

· The Fund maintains a higher overall sustainability score than the MSCI All Country World (Net TR) index based on the Investment Manager’s rating criteria. 



· The Fund invests at least 25% of its assets in sustainable investments and such investments do not cause significant environmental or social harm. 



· The Fund applies certain exclusions relating to international conventions on cluster munitions, anti-personnel mines, and chemical and biological weapons. The Fund also excludes companies that derive revenues above certain thresholds from activities related to tobacco and thermal coal, especially companies that generate at least 10% of their revenues from tobacco production, companies that generate at least 25% of their revenues from any other part of the tobacco value chain (suppliers, distributors, retailers, licensors), companies that generate at least 10% of their revenues from thermal coal extraction and companies that generate at least 30% of their revenues from coal fired power generation. 

The Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy. 

· The Fund invests in companies that have good governance practices, as determined by the Investment Manager’s rating criteria. 

The Investment Manager ensures that at least:

· 90% of equities issued by large companies domiciled in developed countries and money market instruments with an investment grade rating; and 



· 75% of equities issued by large companies domiciled in emerging countries and equities issued by small and medium companies; fixed or floating rate securities and money market instruments with a high yield credit rating; and sovereign debt issued by emerging countries; 

held in the Fund’s portfolio are rated against the sustainability criteria.

What is the policy to assess good governance practices of the investee companies?

In order to assess good governance practices, the Investment Manager utilises a Schroders' proprietary tool to help it develop a complete understanding of a company through a stakeholder lens. 

Schroders' proprietary tool is data–driven and provides a systematic framework for analysing a company’s relationship with its stakeholders. It identifies key performance drivers and data points to examine company strengths and weakness across different key stakeholder groups and is a central driver of the assessment of a company’s stakeholder management. 

The proprietary tool includes over 250 data points to assess how well companies are governed and how likely they are to adapt to changing social and environmental pressures. It draws on both conventional and unconventional data sources. Examples of unconventional data are employee review reports, consumer product reviews, revenue from green products, community donations and frequency of lawsuits. By drawing on such unconventional sources that do not rely on company reporting, the Investment Manager is able to build a more complete picture of companies’ performance and reduce its reliance on corporate disclosure, which remains incomplete, particularly among smaller companies in emerging regions. 

The proprietary tool considers a number of good governance metrics, grouped into the categories of sound management structures, employee relations, remuneration of staff and tax compliance. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes
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Yes, the Investment Manager’s approach to considering principal adverse impacts on sustainability factors involves classifying the indicators into three categories: 

1. Set thresholds: these involve very explicit thresholds for considering an investment to be a “sustainable investment”. For example, PAI 10 violations of UNGC principles.



2. Active ownership: these involve indicators on which we have a plan to engage with the underlying holding as set out in the Schroders Group document, accessed via https://prod.schroders.com/en/sysglobalassets/about-us/schroders-engagement-blueprint-2022-1.pdf, outlining the Investment Manager’s approach to active ownership. For example, PAI 1, 2 and 3 covering GHG emissions and PAI 13 on board gender diversity. 



3. Improve coverage: these involve indicators where we consider data coverage to be too sparse to properly consider them and the Investment Manager’s focus is primarily on engaging with the underlying holdings to increase reporting. For example, PAI 7 on biodiversity, PAI 9 on hazardous waste ratio and PAI 12 on the gender pay gap. 

The Investment Manager’s approach is subject to ongoing review, particularly as the availability, and quality, of PAI data evolves. 

Relevant information on principal adverse impacts on sustainability factors will also be disclosed in due course in the Fund’s annual report. 



E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The planned composition of the Fund’s investments that are used to meet its environmental or social characteristics are summarised below. 

#1 Aligned with E/S characteristics includes the minimum proportion of the Fund’s assets used to attain the environmental or social characteristics, which is equal to 70%. The Fund commits to maintain a higher overall sustainability score than the MSCI All Country World (Net TR) index, and so the Fund’s investments that are scored by Schroders’ proprietary sustainability tool are included within the minimum proportion stated in #1 on the basis that they will contribute to the Fund’s sustainability score (whether such individual investment has a positive or a negative score). Also included within #1 is the minimum proportion of assets that are invested in sustainable investments, as indicated in #1A. The minimum proportions stated apply in normal market conditions. The actual proportion stated in #1 is expected to be higher. 

The sustainability score is measured by Schroders’ proprietary tool that provides an estimate of the net “impact” that an issuer may create in terms of social and environmental “costs” or “benefits”. It does this by using certain indicators with respect to that issuer, and quantifying them positively and negatively to produce an aggregate notional measure of the effect that the relevant underlying issuer may have on society and the environment. Examples of such indicators are greenhouse gas emissions, water usage, and salaries compared to the living wage. 

The Fund will invest at least 25% of its assets in sustainable investments. Within this, there is no commitment to invest a minimum proportion of the Fund’s assets in sustainable investments with an environmental objective or in sustainable investments with a social objective. This means that the proportion of sustainable investments with an environmental objective and those with a social objective will vary over time. 

#2 Other includes investments that are treated as neutral for sustainability purposes, such as cash and Money Market Investments and derivatives used with the aim of reducing risk (hedging) or managing the Fund more efficiently. #2 also includes investments that are not scored by Schroders’ proprietary sustainability tool and so do not contribute towards the Fund’s sustainability score. As #1 states a minimum proportion that is in practice expected to be higher, the proportion stated in #2 is expected to be lower. 

Minimum safeguards are applied where relevant to Money Market Investments and derivatives used with the aim of reducing risk (hedging) or other investments by restricting (as appropriate) investments in counterparties where there are ownership links or exposure to higher risk countries (for the purpose of money laundering, terrorist financing, bribery, corruption, tax evasion and sanctions risks). A firm-wide risk assessment considers the risk rating of each jurisdiction; which includes reference to a number of public statements, indices and world governance indicators issued by the UN, the European Union, the UK Government, the Financial Action Task Force and several Non-Government Organisations (NGOs), such as Transparency International and the Basel Committee. 

In addition, new counterparties are reviewed by Schroders’ credit risk team and approval of a new counterparty is based on a holistic review of the various sources of information available, including, but not limited to, quality of management, ownership structure, location, regulatory and social environment to which each counterparty is subject, and the degree of development of the local banking system and its regulatory framework. Ongoing monitoring is performed through a Schroders’ proprietary tool, which supports the analysis of a counterparty’s management of environmental, social and governance trends and challenges. Any significant deterioration in the profile of the counterparty in Schroders’ proprietary tool would lead to further analysis and potential exclusion by Schroders’ credit risk team.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Not applicable.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund commits to invest at least 25% of its assets in sustainable investments. Within this overall commitment, there is no minimum commitment to invest in sustainable investments with an environmental objective. This means that the proportion of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy will vary.

What is the minimum share of socially sustainable investments?

The Fund commits to invest at least 25% of its assets in sustainable investments. Within this overall commitment, there is no minimum commitment to invest in sustainable investments with a social objective. This means that the proportion of sustainable investments with a social objective will vary.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

#2 Other includes investments that are treated as neutral for sustainability purposes, such as cash and Money Market Investments and derivatives used with the aim of reducing risk (hedging) or managing the Fund more efficiently. #2 also includes investments that are not scored by the Investment Manager’s proprietary sustainability tools and so do not contribute towards the Fund’s sustainability score.



Minimum safeguards are applied where relevant to Money Market Investments and derivatives used with the aim of reducing risk (hedging) or other investments by restricting (as appropriate) investments in counterparties where there are ownership links or exposure to higher risk countries (for the purpose of money laundering, terrorist financing, bribery, corruption, tax evasion and sanctions risks). A firm-wide risk assessment considers the risk rating of each jurisdiction; which includes reference to a number of public statements, indices and world governance indicators issued by the UN, the European Union, the UK Government, the Financial Action Task Force and several Non-Government Organisations (NGOs), such as Transparency International and the Basel Committee. 



In addition, new counterparties are reviewed by Schroders’ credit risk team and approval of a new counterparty is based on a holistic review of the various sources of information available, including, but not limited to, quality of management, ownership structure, location, regulatory and social environment to which each counterparty is subject, and the degree of development of the local banking system and its regulatory framework. Ongoing monitoring is performed through a Schroders’ proprietary tool, which supports the analysis of a counterparty’s management of environmental, social and governance trends and challenges. Any significant deterioration in the profile of the counterparty in Schroders’ proprietary tool would lead to further analysis and potential exclusion by their credit risk team.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

1. The Investment Manager monitors compliance with the characteristic to maintain a higher overall sustainability score than the MSCI All Country World (Net TR) index by reference to the weighted average sustainability score of the Fund in Schroders' proprietary tool compared against the weighted average sustainability score of the MSCI All Country World (Net TR) index in Schroders' proprietary tool over the previous six-month period, based on month-end data. The overall sustainability score aggregates the effect of sustainability indicators including but not limited to greenhouse gas emissions, water usage, and salaries compared to the living wage.



2. The Investment Manager monitors compliance with the characteristic to invest at least 25% of its assets in sustainable investments by reference to the sustainability score of each asset in Schroders' proprietary tool. Compliance with this is monitored daily via the Investment Manager’s automated compliance controls. The Fund also applies certain exclusions, with which the Investment Manager monitors compliance on an ongoing basis via its portfolio compliance framework. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The sustainability score of the Fund is measured by SustainEx™, Schroders’ proprietary tool that provides an estimate of the societal or environmental impact that an issuer may create. The exclusion of certain activities, industries or groups of issuers listed below, as well as the investment limits applicable to the Fund, will be measured within the Investment Manager’s portfolio compliance framework. Exclusions and limits are coded into this framework to seek to ensure that pre-trade compliance correctly flags the securities that should not enter the portfolio. Securities excluded based on revenue thresholds are evaluated quarterly by the Sustainable Investment team using MSCI’s revenue data. The coding and monitoring of investment risk restrictions for individual fund and client mandates is the responsibility of the Investment Manager’s Portfolio Compliance team within the independent Investment Risk function. The data in the portfolio compliance framework forms the basis for monitoring of risk limits and indicators, and the latest information on portfolio structure (such as asset allocation, sector and country positions) and risk metrics is easily available to Schroders’ investment risk, portfolio compliance and investment teams.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The Fund promotes the following characteristic: it maintains a higher overall sustainability score than the MSCI All Country World (Net TR) index, based on the Investment Manager’s rating system. As stated above, the sustainability score is measured by SustainEx™, Schroders’ proprietary tool that provides an estimate of the potential societal or environmental impact that an issuer may create. It does this by using certain metrics with respect to that issuer, and quantifying the positive (for example by paying ‘fair wages’) and negative (for example the carbon an issuer emits) impacts of each of those metrics to produce an aggregate measure expressed as a notional percentage of sales of the relevant underlying issuer. The overall sustainability score aggregates the effect of sustainability indicators including but not limited to greenhouse gas emissions, water usage, and salaries compared to the living wage. An issuer may be a company or a sovereign. The Investment Manager monitors compliance with this characteristic by reference to the weighted average sustainability score of the Fund in SustainEx™ over the previous six month period. 

As part of the Fund’s investment processes, the SustainEx™ score, and the drivers of that score, are reviewed at the overall fund level. Schroders proprietary tools, including SustainEx™, may not cover all of the Fund’s holdings from time to time, in which case the Investment Manager may use alternative methods to assess relevant holdings in the Fund. In addition, certain types of assets (such as cash and certain equivalent securities such as gilts) are treated as neutral and are therefore not considered by Schroders’ proprietary tools. 

As part of its broader assessment, the Investment Manager also considers the following: 

CONTEXT 

Context is a proprietary ESG research tool which provides a systematic framework for analysing a company’s relationship with its stakeholders and the sustainability of its business model. Comprising over 260 metrics across over 13,000 companies, it is designed to support the Investment Manager’s understanding of the sustainability of companies’ business models and profitability, and provides structured, logical and wideranging data.

The tool enables analysts to select the most material ESG factors for each sector, weight their importance and apply relevant metrics. Analysts are then able to compare companies based on the metrics selected, their own company assessment scores or adjusted rankings (size, sector or region), with the flexibility to make company specific adjustments to reflect their detailed knowledge. The tool is fully integrated within Schroders’ global research platform, which is readily accessible across investment desks and geographies. 

External Research 

The Investment Manager uses information from several external ESG research firms, but only ever as one input into the Investment Manager’s own company assessments to be questioned, examined and built on. External data providers are used to challenge or endorse the proprietary view of the Investment Manager. 

The Investment Manager’s Sustainable Investment team has extensive networks within its respective field. Information is drawn from publicly available corporate information and company meetings, from broker reports, industry bodies, and research organisations, think tanks, legislators, consultants, Non-Governmental Organizations and academics; wherever it is felt the information would add value to the Investment Manager’s analysis. 

Through this process, the Investment Manager aims to evaluate the relevance and materiality of a range of ESG factors on future earnings growth and as potential risk factors for a company.



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

In order to assess and understand the potential impact of sustainability risks and opportunities, Schroders has developed a range of proprietary tools. These tools rely on data that is available at the level of the underlying investment holdings. 



The Investment Manager draws information on investee companies from publicly available corporate information and company meetings, from broker reports, industry bodies, and research organisations, think tanks, legislators, consultants, Non-Governmental Organisations and academics. 



Third party research may be used, however the Investment Manager’s internal analysts form a proprietary view on each of the companies Schroders analyse. Financial analysts may also use third-party research to support their assessment of ESG issues when analysing companies, in addition to consulting with Schroders’ in-house ESG specialists. Through this process, Schroders aim to evaluate the relevance and materiality of a range of ESG factors on the sustainability of future earnings growth and as potential risk factors for a company. 



The Investment Manager subscribes to external ESG research providers including; MSCI ESG research, Bloomberg, EIRiS, Refinitiv, Sustainalytics and Morningstar, which is subject to periodic review and change. 



Whilst the third parties that deliver the vast majority of the data used have been chosen carefully, data errors may occur. To address this, a dedicated ESG Data Governance team pro-actively monitors for errors and resolves data queries. This involves close collaboration with the third-party data providers, and managing and tracking data corrections. 



Where data is not available, Schroders will engage with companies to encourage them to disclose the missing data points. This additional information will be used alongside data from conventional and unconventional data sources that feed into Schroders’ proprietary tools. 



Some of the Investment Manager’s proprietary tools infer missing values where applicable. Schroders’ models typically employ a range of techniques to estimate missing values where appropriate and reasonably robust. For example, in one tool, where reported values are missing for companies,  Schroders fill using metric-specific rules such as filling with the industry peer group 60th percentile where higher values are considered negative and the peer group 40th percentile where higher values are considered beneficial (which is a conservative approach). 



Where data for a metric is not sufficiently available to form robust conclusions, Schroders do not include that metric in their tools.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

The characteristic promoted by the Fund is to maintain a higher overall sustainability score than the benchmark, based on the Investment Manager’s rating system. Limitations to the methodology and data sources for that rating system may arise from data availability, and specifically the lack of company reported data. The section “Data sources and processing” outlines the approach in ensuring the above mentioned limitations do not affect how the environmental or social characteristics promoted by the financial product are met. 

J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

The Fund’s investment and asset selection process has been reviewed and approved by the Investment Manager’s Product Development Committee that includes representatives from the Legal, Compliance, Product and Sustainable Investment functions. Ongoing compliance with the agreed sustainability characteristics is monitored by the Portfolio Compliance Team. There are no external controls on that due diligence.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Schroders consider active ownership to be the influence they can apply to management teams to ensure sustainable practices in the assets in which they invest. Schroders aim to drive change that will protect and enhance the value of their investments and the Investment Manager are committed to leveraging the weight of the firm to change how a company is operating for the better. Schroders believe this is an important aspect of their role as stewards of their clients’ capital and how help clients meet their long-term financial goals in line with their fiduciary responsibilities. 

The Investment Manager’s active ownership priorities reflect the combined perspectives of Schroders’ fund managers, investment analysts and sustainability specialists across the firm, supported centrally by the Sustainable Investment team. As a result, Schroders are able to take a common approach across investment desks. 

Schroders focus on sustainability issues which the Investment Manager determine to be material to the long-term value of their investee holdings. When material and relevant, Schroders believe that companies that address these factors, where lacking, will drive improved financial performance for their clients. These issues reflect expectations and trends across a range of stakeholders including employees, customers, and communities, to the environment, suppliers and regulators. By strengthening relationships with that range of stakeholders, business models become more sustainable. The governance structure and management quality that oversee these stakeholder relationships are also a focus for Schroders’ engagement discussions. In addition, Schroders seek to reflect the priorities of the clients. Based on this process, Schroders identify six broad themes for their engagement: climate, natural capital & biodiversity, human rights, human capital management, diversity & inclusion and governance. 

Schroders’ themes are underpinned by additional cross-cutting thematic priorities. Schroders also increasingly recognise the interconnectedness of ESG themes, such as the “just transition”, which recognises the social dimension of the transition to a resilient and low-carbon economy. Schroders seek to reflect this interconnectedness in their engagements with companies. 

How the Investment Manager engage: 

Schroders identify three key methods for practicing active ownership: 

1. Dialogue: Schroders speak with companies to understand if and how they are preparing for the long-term sustainability challenges they face. 



2. Engagement: Schroders work with companies to help them to recognise the potential impact of these challenges and to help them take action in the areas where change may be required. 



3. Voting (where applicable): Schroders use their voice and rights as shareholders to make sure these changes are effected. 

These forms of active ownership can take place directly with companies, led by Schroders’ fund managers, investment analysts and Sustainable Investment team; they can also take place in collaboration with other groups. Engagement is therefore a component of the portfolio’s investment strategy, both from an environmental and social perspectives. 

Schroders recognise that effective engagement requires continuous monitoring and ongoing dialogue. Where the Investment Manager have engaged repeatedly and seen no meaningful progress, Schroders will escalate their concerns. Decisions on whether and how to escalate are based on the materiality of each issue, its urgency, the extent of Schroders’ concern and whether the company has demonstrated progress through previous engagements. Schroders identify a number of methods to escalate the Investment Manager’s engagements, such as meeting or otherwise communicating with non-executive directors or the chair of the Board, publicly stating their concerns, withholding support or voting against management and directors (where applicable) up to divesting partially or fully. 

Schroders’ approach to active ownership focusses on achieving real-world outcomes and achieving change. When determining when to engage and setting an objective for the engagement, Schroders consider: 

1. Materiality: the Investment Manager seek to focus their engagement on the most material sustainability threats and opportunities to the company. 

2. Regional context: The materiality of issues and the expectations the Investment Manager have of companies vary by country and region; for example, differing socio-cultural factors, regulatory maturity and resource constraints. Where possible the Investment Manager reference country or regional initiatives, regulations and leading practice from peers in their dialogue with companies. 

3. Realistic outcomes: the Investment Manager consider both leading practice and what could realistically be achieved by the company in the next few years, including considering the size of the company. 

4. Ability to monitor progress: the Investment Manager use objective, measurable metrics or indicators that can be used to assess company performance on an issue. 

5. Length of engagement: the Investment Manager aim to set short- to mid-term objectives – that can often be achieved over a 12- to 24-month period depending on the intensity of the engagement – but with a longer-term vision in mind. 

The Investment Manager aim to set pre-defined SMART (specific, measurable, achievable, realistic and time-bound) engagement objectives. The Investment Manager regularly monitor progress against the engagement objectives, at least annually, and at a frequency that is appropriate for the priority of the engagement and materiality of the issue or holding. That said, the Investment Manager recognise that the length of time to achieve an objective will vary depending upon its nature, and that key strategic changes will take time to implement into a company’s business processes. A measurable outcome from Schroders’ engagement upon completion of an objective could take a range of forms, including additional disclosure by a company, influencing the company strategy on a particular issue, or a change to the governance of an issue. 

Further details on Schroders’ approach to active ownership policy is publicly available: https://prod.schroders.com/en/sysglobalassets/about-us/schroders-engagement-blueprint-2022.pdf



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

No reference benchmark has been designated for the purpose of meeting the environmental or social characteristics promoted by the financial product.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds*, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than
sovereign bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
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Other investments T Other investments T

* For the purpose of these graphs, “sovereign bonds’ consist of all sovereign exposures
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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary


This financial product promotes environmental or social characteristics but does not have as its objective sustainable investment. 



The Fund commits to making sustainable investments.



90% of the investments of the Fund will be used to meet the environmental or social characteristics promoted by the Fund in accordance with the binding elements of the investment strategy. The Fund commits to have a minimum of 10% of sustainable investments and the remaining proportion of the investments will be invested in assets with environmental and social characteristics. The Fund currently has no minimum commitment to sustainable investments with an environmental objective aligned with the EU Taxonomy. Derivatives are not used to attain the environmental or social characteristics promoted by this Fund. 



The investment objective of the Fund is to provide a total return (income and capital growth) over a minimum six-month investment period in excess of its benchmark (composed of 80% Euro Short-Term Rate (€STR) and 20% ICE BofA 1-3 Year Euro Corporate Index).) In managing the Fund’s portfolio, the Investment Manager takes into account environmental, social and corporate governance considerations.



The Investment Manager integrates sustainability factors into its investment process by taking into account the ESG rating of issuers in the portfolio construction. The ESG analysis of issuers aims to assess their ability to manage the potential negative impact of their activities on sustainability factors.

The benchmark does not assess or include its constituents in terms of environmental and/or social characteristics and is therefore not aligned with the ESG characteristics promoted by the Fund. 

The Investment Manager relies on Amundi Group ESG scoring methodology. Amundi Group’s ESG scoring is based on a proprietary ESG analysis framework, which accounts for 38 general and sector-specific criteria, including governance criteria.



The Amundi ESG rating used to determine the ESG score is a quantitative ESG score translated into seven grades, ranging from A (the best scores in the universe) to G (the worst). In Amundi's ESG rating scale, securities belonging to the exclusion list correspond to a score of G. Amundi's ESG ratings may be expressed globally on the three dimensions E, S and G or individually on any environmental or social factor.



All ESG data, either externally or internally processed, is centralised by the Responsible Investment Business line, which is responsible for controlling the quality of the inputs and processed ESG outputs. Sustainability indicators used within Amundi rely on proprietary methodologies. 



Amundi's ESG scores are built using Amundi's ESG analysis framework and scoring methodology. Amundi source data from the following sources for ESG scores: Moody, ISS-Oekem, MSCI, and Sustainalytics. Amundi limitations are by construction linked to use of ESG data. The ESG data landscape is currently being standardised which can impact data quality; data coverage also is a limitation.



Each month, the ESG scores are recalculated according Amundi quantitative methodology. Amundi has an investment guideline management procedure as well as a breach management procedure applying across all operations. Both procedures reiterate strict compliance with regulations and contractual guidelines.

Amundi engages investee or potential investee companies at the issuer level regardless of the type of holdings held (equity and bonds). Issuers engaged are primarily chosen by the level of exposure to the subject of engagement, as the environmental, social, and governance issues that companies face have a major impact on society, both in terms of risk and opportunities. 





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of sustainable investment are to invest in companies that meet two criteria:

1) monitoring environmental and social best practice; and 

2) not to generate products and services that harm the environment and society. 

The definition of "best performing" company is based on a proprietary Amundi ESG methodology that aims to measure a company's ESG performance. To be considered "best performer", a company must score in the top three (A, B or C, on a rating scale from A to G) of its sector on at least one important environmental or social factor. Significant environmental and social factors are identified at the sector level. The identification of these factors is based on Amundi's ESG analysis framework, which combines extra-financial data with a qualitative analysis of associated sector and sustainability themes. The factors identified as material have a contribution of more than 10% to the overall ESG score. For the energy sector, for example, the material factors are: emissions and energy, biodiversity and pollution, health and safety, local communities and human rights. 

To contribute to the above objectives, the investee company must not have significant exposure to activities (e.g. tobacco, arms, gambling, coal, aviation, meat production, fertiliser and pesticide manufacture, single-use plastic production) that are not compatible with these criteria. 

The sustainability of an investment is assessed at the level of the investee company.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

To ensure that sustainable investments do not cause significant harm (the "DNSH" or Do Not Significantly Harm principle), Amundi uses two filters: 

- the first "DNSH" filter is based on the monitoring of mandatory indicators of the Main Negative Impacts of Annex 1, Table 1 of the RTS (e.g. greenhouse gas intensity of companies) through a combination of indicators (e.g. carbon intensity) and specific thresholds or rules (e.g. carbon intensity does not belong to the last decile of the sector). Amundi already takes into account specific Key Negative Impacts in its exclusion policy as part of its Responsible Investment Policy. These exclusions, which apply in addition to the tests detailed above, cover the following topics: exclusions on controversial weapons, violations of the UN Global Compact principles, coal and tobacco. 

- Beyond the specific sustainability factors covered in the first filter, Amundi has defined a second filter, which does not take the mandatory Principal Adverse Impact indicators above into account, in order to verify that the company does not badly perform from an overall environmental or social standpoint compared to other companies within its sector which corresponds to an environmental or social score superior or equal to E using Amundi’s ESG rating. 

- In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy.

How does this financial product take into account principal adverse impacts on sustainability factors?

As detailed above, the negative impact indicators are taken into account in the first DNSH (do not significant harm) filter: this is based on the monitoring of the mandatory Main Negative Impact indicators of Annex 1, Table 1 of the RTS when reliable data are available through the combination of the following indicators and specific thresholds or rules: 

- have a CO2 intensity that does not belong to the last decile of companies in the sector (only applies to high intensity sectors), and 

- have a diverse board of directors that does not belong to the bottom decile of companies in its sector, and 

- be free from controversy over working conditions and human rights 

- be free of controversy regarding biodiversity and pollution. 

Amundi already takes into account specific Key Negative Impacts in its exclusions policy as part of its Responsible Investment Policy. These exclusions, which apply in addition to the tests detailed above, cover the following topics: exclusions on controversial weapons, violations of the UN Global Compact principles, coal and tobacco.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are integrated into Amundi's ESG rating methodology. The proprietary ESG rating tool assesses issuers using data available from data providers. For example, the model includes a dedicated criterion called "Community Involvement and Human Rights" which is applied to all sectors in addition to other human rights-related criteria, including socially responsible supply chains, working conditions and industrial relations. In addition, controversy monitoring is conducted on a minimum quarterly basis, which includes companies identified for human rights violations. When controversies arise, analysts assess the situation and apply a score to the controversy (using the proprietary scoring methodology) and determine the best course of action. Controversy scores are updated quarterly to track trends and remediation efforts.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Investment Manager integrates sustainability factors into its investment process by taking into account the ESG rating of issuers in the portfolio construction. 

The ESG analysis of issuers aims to assess their ability to manage the potential negative impact of their activities on sustainability factors. This analysis aims to assess their Environmental, Social and Governance behaviours by assigning them an ESG rating ranging from A (best rating) to G (worst rating), in order to achieve a more global risk assessment. 

The analysis is based on a set of generic criteria for all issuers and then specific criteria for each sector, using a "best in class" approach.

The methodology of upstream ESG analysis and the taking into account of the global ESG rating in the construction of the portfolio (by excluding the lowest rated issuers and favouring those with the best ratings) thus makes it possible to promote the 3 dimensions (environmental, social and governance).





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to provide a total return (income and capital growth) over a minimum six-month investment period in excess of its benchmark (composed of 80% Euro Short-Term Rate (€STR) and 20% ICE BofA 1-3 Year Euro Corporate Index).) In managing the Fund’s portfolio, the Investment Manager takes into account environmental, social and corporate governance considerations.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The Fund first applies the Amundi exclusion policy including the following rules: 

- legal exclusions on controversial weaponry (anti-personnel mines, cluster bombs, chemical weapons, biological weapons and depleted uranium weapons...); 

- Companies that repeatedly and seriously violate one or more of the 10 Global Compact principles without credible corrective action; 

- Amundi's sector exclusions on Coal and Tobacco (details of this policy are available in Amundi's Responsible Investment Policy available on www.amundi.fr). 

- In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy. 



The Fund also applies the following rules: 

- Exclusion of issuers rated F and G for purchase ; 

- The "rating enhancement" approach: the weighted average ESG rating of the portfolio must be higher than the weighted average ESG rating of the fund's investment universe after eliminating 20% of the lowest rated issuers; 

- the coverage rate is 90%. 

The Fund follows 4 indicators on the E, S, G and human rights dimensions: 

- Environment (Carbon Footprint): Carbon intensity (tCO2e) per million euros of turnover (Scope 1, 2 and 3) for a selected company compared to a group of comparable companies. 

- Respect for human rights: Decent work and freedom of association: Decent working conditions and freedom of association (percentage of companies with policies that exclude forced or compulsory child labour or that guarantee freedom of association, universally applied regardless of local laws) 

- Social: Gender mix of managers, percentage of female managers in companies. 

- Governance: Board independence (percentage of directors who meet the board independence criterion). 



What is the policy to assess good governance practices of the investee companies?

The Investment Manager relies on Amundi's ESG rating methodology. This rating is based on a proprietary ESG analysis framework, which takes into account 38 general and sectoral criteria, including governance criteria. In the Governance dimension, Amundi assesses the capacity of an issuer to ensure an effective corporate governance framework that guarantees the achievement of its long-term objectives (e.g. guaranteeing the value of the issuer over the long term). The governance sub-criteria taken into account are: board structure, audit and control, remuneration, shareholders' rights, ethics, tax practices and ESG strategy. 

Amundi's ESG rating scale has seven grades, ranging from A to G, where A is the best and G the worst. Companies rated G are excluded from the investment universe.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes

[image: checkbox]No



Amundi takes into account the mandatory and applicable additional Key Negative Impact Indicators in accordance with Appendix 1, Table 1 of the RTS applicable to the Fund's strategy and relies on a combination of exclusion policies (normative and sectoral), integration of ESG rating in the investment process, engagement and voting approaches: 

- Exclusion: Amundi has defined normative exclusion rules, by activity and by sector, covering some of the main sustainability indicators listed in the SFDR. 

- ESG integration: Amundi has adopted minimum ESG integration standards applied by default to its actively managed open-ended funds (exclusion of G-rated issuers and best weighted average ESG score above the applicable benchmark). The 38 criteria used in Amundi's ESG rating approach have also been designed to take into account key impacts on sustainability factors, as well as the quality of mitigation. 

- Engagement: Engagement is an ongoing and targeted process to influence the activities or behaviour of companies. The purpose of engagement can be divided into two categories: to engage an issuer to improve the way it integrates the environmental and social dimension, and to engage an issuer to improve its impact on environmental, social and human rights issues or other sustainability issues important to society and the global economy. 

- Voting: Amundi's voting policy responds to a holistic analysis of all long-term issues that can influence value creation, including significant ESG issues (Amundi's voting policy is available on its website). 

- Controversy monitoring: Amundi has developed a controversy monitoring system that relies on three external data providers to systematically track controversies and their level of severity. This quantitative approach is then enriched by an in-depth assessment of each severe controversy, conducted by ESG analysts, and the periodic review of its evolution. This approach is applied to all Amundi funds. 





E. Proportion of Investments



What is the planned asset allocation for this financial product?

90% of the investments of the Fund will be used to meet the environmental or social characteristics promoted by the Fund in accordance with the binding elements of the investment strategy. The Fund commits to have a minimum of 10% of sustainable investments and the remaining proportion of the investments will be invested in assets with environmental and social characteristics.
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How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The Fund currently has no minimum commitment to sustainable investments with an environmental objective aligned with the EU Taxonomy.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund currently has no minimum commitment to sustainable investments with an environmental objective not aligned with the EU taxonomy. 

What is the minimum share of socially sustainable investments?

The Fund does not have a minimum share of sustainable investments with a social objective. 

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

Included in the "#2 Other" category are cash and unrated instruments (which may include securities for which the data needed to measure the achievement of environmental or social characteristics is not available).



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The sustainability indicator is the average ESG rating of the portfolio, which must be higher than the ESG rating of the investment universe (the average rating of the investment universe being calculated after eliminating at least 20% of the lowest rated issuers). 

Amundi has developed its own internal ESG rating process based on the "Best-in-class" approach. Ratings adapted to each sector of activity aim to assess the dynamics in which companies evolve. 

The Amundi ESG rating used to determine the ESG score is a quantitative ESG score translated into seven grades, ranging from A (the best scores in the universe) to G (the worst). In Amundi's ESG rating scale, securities belonging to the exclusion list correspond to a score of G. For corporate issuers, ESG performance is assessed globally and according to relevant criteria by comparison with the average performance of its sector of activity, through the combination of the three ESG dimensions: 

- the environmental dimension: this examines the capacity of issuers to control their direct and indirect impact on the environment, by limiting their energy consumption, reducing their greenhouse gas emissions, combating resource depletion and protecting biodiversity. 

- the social dimension: this measures how an issuer operates on two distinct concepts: the issuer's strategy to develop its human capital and respect for human rights in general: 

- the governance dimension: this assesses the issuer's ability to provide the basis for an effective corporate governance framework and to generate value over the long term. 

The methodology applied by Amundi ESG rating is based on 38 criteria, either generic (common to all companies regardless of their activity) or sectoral, weighted by sector and considered according to their impact on the reputation, operational efficiency and regulation of an issuer. Amundi's ESG ratings may be expressed globally on the three dimensions E, S and G or individually on any environmental or social factor.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

[bookmark: _Hlk127871744]All ESG data, either externally or internally processed, is centralised by the Responsible Investment Business line, which is responsible for controlling the quality of the inputs and processed ESG outputs. This monitoring includes an automated quality check as well as a qualitative check from ESG analysts who are specialists of their sectors. ESG scores are updated on a monthly basis within Amundi's proprietary tool Stock Rating Integrator (SRI) module. 

[bookmark: _Hlk127871767]Sustainability indicators used within Amundi rely on proprietary methodologies. These indicators are continuously made available in the portfolio management system allowing the portfolio managers to assess the impact of their investment decisions. Moreover, these indicators are embedded within Amundi’s control framework, with responsibilities spread between the first level of controls performed by the Investment teams themselves and the second level of controls performed by the Risk teams, who monitor compliance with environmental or social characteristics promoted by the fund on an ongoing basis.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions: 

- Environmental dimension: this examines issuers’ ability to control their direct and indirect environmental impact, by limiting their energy consumption, reducing their greenhouse emissions, fighting resource depletion and protecting biodiversity; 

-Social dimension: these measures how an issuer operates on two distinct concepts: the issuer’s strategy to develop its human capital and the respect of the human rights in general; 

- Governance dimension: This assesses capability of the issuer to ensure the basis for an effective corporate governance framework and generate value over the long-term. 

The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor.





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127871834][bookmark: _Hlk127886491]Amundi's ESG scores are built using Amundi's ESG analysis framework and scoring methodology. We source data from the following sources for ESG scores: Moody, ISS-Oekem, MSCI, and Sustainalytics. 



Data quality controls of external data providers are managed by the Global Data Management unit. Controls are deployed at different steps of the value chain, from pre-integration controls, post integration ones, to post calculation ones like controls on proprietary scores for instance. 



External data are collected and controlled by the Global Data Management team and are plugged into the SRI module. 



The SRI module is a proprietary tool that ensures the collection, quality check and processing of ESG data from external data providers. It also calculates the ESG ratings of issuers according to Amundi proprietary methodology. The ESG ratings in particular are displayed in the SRI module to portfolio managers, risk, reporting and the ESG teams in a transparent and user-friendly manner (issuer’s ESG rating together with the criteria and the weights of each criterion). 



For ESG ratings, at each stage of the calculation process, the scores are normalised and converted into Z-scores (difference between the company’s score and the average score in the sector, as a number of standard deviations). Hence each issuer is assessed with a score scaled around the average of their sector, enabling to distinguish best-practices from worst practices at sector level (Best-in-Class approach). At the end of the process, each issuer is assigned an ESG score (approximately between -3 and +3) and the equivalent on a letter scale from A to G, where A is the best, and G the worst. 



Data is then disseminated via Alto front office to portfolio managers and is monitored by the risk team. 



ESG scores utilize data derived from external data providers, internal ESG assessment/research conducted by Amundi, or through a regulated third party recognised for the provision of professional ESG scoring and assessment. Without mandatory ESG reporting at company level, estimations are a core component of data providers' methodology.







I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127871862]Amundi limitations are by construction linked to use of ESG data. The ESG data landscape is currently being standardised which can impact data quality; data coverage also is a limitation. Current and future regulation will improve standardized reporting and corporate disclosures on which ESG data rely. 

Amundi is aware of these limitations which it mitigates by a combination of approaches: the monitoring of controversies, the use of several data providers, a structured qualitative assessment by its ESG research team of the ESG scores, the implementation of a strong governance.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

[bookmark: _Hlk127871935]Each month, the ESG scores are recalculated according Amundi quantitative methodology. The result of this calculation is then reviewed by the ESG analysts who perform a qualitative "sampling control" on its sector based on various checks that may include (but are not limited to): the main significant variations of the ESG score, the list of the new names with a bad score, the main divergence of score between 2 providers. After this review the analyst can override a score from the calculated score which is validated by the management of the team and is documented by a note stored in Amundi database iPortal. This can also be subject to a validation of the ESG Rating Committee. 

[bookmark: _Hlk127871964]The investment management team is responsible for defining the investment process of the product, including the design of the appropriate risk framework in collaboration with the investment risk teams. In this context, Amundi has an investment guideline management procedure as well as a breach management procedure applying across all operations. Both procedures reiterate strict compliance with regulations and contractual guidelines. Risk managers are in charge of monitoring breaches on a day-to-day basis, alerting fund managers and requiring that portfolios are brought back into compliance as soon as possible and in the best interest of investors.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

[bookmark: _Hlk127886516]Amundi engages investee or potential investee companies at the issuer level regardless of the type of holdings held (equity and bonds). Issuers engaged are primarily chosen by the level of exposure to the subject of engagement, as the environmental, social, and governance issues that companies face have a major impact on society, both in terms of risk and opportunities. 





L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

The benchmark does not assess or include its constituents in terms of environmental and/or social characteristics and is therefore not aligned with the ESG characteristics promoted by the Fund. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary


The Fund promotes environmental or social characteristics but does not have as its objective sustainable investment.



The Fund commits to making sustainable investments.



90% of the investments of the Fund will be used to meet the environmental or social characteristics promoted by the Fund in accordance with the binding elements of the investment strategy. The Fund commits to have a minimum of 10% of sustainable investments and the remaining proportion of the investments will be invested in assets with environmental and social characteristics. The Fund currently has no minimum commitment to sustainable investments with an environmental objective aligned with the EU Taxonomy.

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund. 



The investment objective of the Fund is to provide a total return (income and capital growth) over a minimum twelve-month investment period in excess of its benchmark (composed of 80% Euro Short- Term Rate (€STR) and 20% ICE BofA 1-3 Year Euro Corporate Index).



The Investment Manager integrates sustainability factors into its investment process by taking into account the ESG rating of issuers in the portfolio construction. The ESG analysis of issuers aims to assess their ability to manage the potential negative impact of their activities on sustainability factors.

The benchmark does not assess or include its constituents in terms of environmental and/or social characteristics and is therefore not aligned with the ESG characteristics promoted by the Fund. 

[bookmark: _Hlk127873295]The Investment Manager relies on Amundi Group ESG scoring methodology. Amundi Group’s ESG scoring is based on a proprietary ESG analysis framework, which accounts for 38 general and sector-specific criteria, including governance criteria.



[bookmark: _Hlk127873686]The Amundi ESG rating used to determine the ESG score is a quantitative ESG score translated into seven grades, ranging from A (the best scores in the universe) to G (the worst). In Amundi's ESG rating scale, securities belonging to the exclusion list correspond to a score of G. Amundi's ESG ratings may be expressed globally on the three dimensions E, S and G or individually on any environmental or social factor.



[bookmark: _Hlk127873451]All ESG data, either externally or internally processed, is centralised by the Responsible Investment Business line, which is responsible for controlling the quality of the inputs and processed ESG outputs. Sustainability indicators used within Amundi rely on proprietary methodologies.



Amundi's ESG scores are built using Amundi's ESG analysis framework and scoring methodology. We source data from the following sources for ESG scores: Moody, ISS-Oekem, MSCI, and Sustainalytics. Amundi limitations to the methodologies and data sources are by construction linked to use of ESG data. The ESG data landscape is currently being standardised which can impact data quality; data coverage also is a limitation.



Each month, the ESG scores are recalculated according Amundi quantitative methodology. Amundi has an investment guideline management procedure as well as a breach management procedure applying across all operations. Both procedures reiterate strict compliance with regulations and contractual guidelines. Risk managers are in charge of monitoring breaches on a day-to-day basis, alerting fund managers and requiring that portfolios are brought back into compliance as soon as possible and in the best interest of investors.



Amundi engages investee or potential investee companies at the issuer level regardless of the type of holdings held (stocks and bonds). Issuers engaged are primarily chosen by the level of exposure to the subject of engagement, as the environmental, social, and governance issues that companies face have a major impact on society, both in terms of risk and opportunities. 







B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics butdoes not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of sustainable investment are to invest in companies that meet two criteria: 

1) monitoring environmental and social best practice; and 

2) not to generate products and services that harm the environment and society. 

The definition of "best performing" company is based on a proprietary Amundi ESG methodology that aims to measure a company's ESG performance. To be considered "best performer", a company must score in the top three (A, B or C, on a rating scale from A to G) of its sector on at least one important environmental or social factor. Significant environmental and social factors are identified at the sector level. The identification of these factors is based on Amundi's ESG analysis framework, which combines extra-financial data with a qualitative analysis of associated sector and sustainability themes. The factors identified as material have a contribution of more than 10% to the overall ESG score. For the energy sector, for example, the material factors are: emissions and energy, biodiversity and pollution, health and safety, local communities and human rights. 

To contribute to the above objectives, the investee company must not have significant exposure to activities (e.g. tobacco, arms, gambling, coal, aviation, meat production, fertiliser and pesticide manufacture, single-use plastic production) that are not compatible with these criteria. 

The sustainability of an investment is assessed at the level of the investee company.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

To ensure sustainable investments do no significant harm (‘DNSH’), Amundi utilises two filters: 

• The first DNSH test filter relies on monitoring the mandatory Principal Adverse Impacts indicators where robust data is available (e.g. Greenhouse Gas intensity of investee companies) via a combination of indicators (e.g. carbon intensity) and specific thresholds or rules (e.g. that the investee company’s carbon intensity does not belong to the last decile of the sector). Amundi already considers specific Principle Adverse Impacts within its exclusion policy as part of Amundi’s Responsible Investment Policy. These exclusions, which apply on the top of the tests detailed above, cover the following topics: exclusions on controversial weapons, Violations of UN Global Compact principles, coal and tobacco. 

• Beyond the specific sustainability factors covered in the first filter, Amundi has defined a second filter, which does not take the mandatory Principal Adverse Impact indicators above into account, in order to verify that the company does not badly perform from an overall environmental or social standpoint compared to other companies within its sector which corresponds to an environmental or social score superior or equal to E using Amundi’s ESG rating. 

- In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy.

How does this financial product take into account principal adverse impacts on sustainability factors?

[bookmark: _Hlk127871112]As detailed above, the negative impact indicators are taken into account in the first DNSH (do not significant harm) filter: this is based on the monitoring of the mandatory Main Negative Impact indicators of Annex 1, Table 1 of the RTS when reliable data are available through the combination of the following indicators and specific thresholds or rules: 

- have a CO2 intensity that does not belong to the last decile of companies in the sector (only applies to high intensity sectors), and 

- have a diverse board of directors that does not belong to the bottom decile of companies in its sector, and 

- be free from controversy over working conditions and human rights 

- be free of controversy regarding biodiversity and pollution. 

[bookmark: _Hlk127871413]Amundi already takes into account specific Key Negative Impacts in its exclusions policy as part of its Responsible Investment Policy. These exclusions, which apply in addition to the tests detailed above, cover the following topics: exclusions on controversial weapons, violations of the UN Global Compact principles, coal and tobacco.  

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are integrated into our ESG scoring methodology. Our proprietary ESG rating tool assesses issuers using available data from our data providers. For example the model has a dedicated criteria called “Community Involvement & Human Rights” which is applied to all sectors in addition to other human rights linked criteria including socially responsible supply chains, working conditions, and labour relations. Furthermore, we conduct controversy monitoring on a, at minimum, quarterly basis which includes companies identified for human rights violations. When controversies arise, analysts will evaluate the situation and apply a score to the controversy (using our proprietary scoring methodology) and determine the best course of action. Controversy scores are updated quarterly to track the trend and remediation efforts.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

[bookmark: _Hlk127871461]The Investment Manager integrates sustainability factors into its investment process by taking into account the ESG rating of issuers in the portfolio construction. 

[bookmark: _Hlk127871485]The ESG analysis of issuers aims to assess their ability to manage the potential negative impact of their activities on sustainability factors. This analysis aims to assess their Environmental, Social and Governance behaviours by assigning them an ESG rating ranging from A (best rating) to G (worst rating), in order to achieve a more global risk assessment.

The analysis is based on a set of generic criteria for all issuers and then specific criteria for each sector, using a "best in class" approach. 

The methodology of upstream ESG analysis and the taking into account of the global ESG rating in the construction of the portfolio (by excluding the lowest rated issuers and favouring those with the best ratings) thus makes it possible to promote the 3 dimensions (environmental, social and governance).



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to provide a total return (income and capital growth) over a minimum twelve-month investment period in excess of its benchmark (composed of 80% Euro Short- Term Rate (€STR) and 20% ICE BofA 1-3 Year Euro Corporate Index).

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The Fund first applies the Amundi exclusion policy including the following rules: 

- legal exclusions on controversial weaponry (anti-personnel mines, cluster bombs, chemical weapons, biological weapons and depleted uranium weapons...); 

- Companies that repeatedly and seriously violate one or more of the 10 Global Compact principles without credible corrective action; 

- Amundi's sector exclusions on Coal and Tobacco (details of this policy are available in Amundi's Responsible Investment Policy available on www.amundi.fr). 

- In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy. 

The Fund also applies the following rules: 

- Exclusion of issuers rated F and G for purchase ; 

- The "rating enhancement" approach: the weighted average ESG rating of the portfolio must be higher than the weighted average ESG rating of the fund's investment universe after eliminating 20% of the lowest rated issuers; the coverage rate is 90%. 

- The Fund follows 4 indicators on the E, S, G and human rights dimensions: 

- Environment (Carbon Footprint): Carbon intensity (tCO2e) per million euros of turnover (Scope 1, 2 and 3) for a selected company compared to a group of comparable companies. 

- Respect for human rights: Decent work and freedom of association: Decent working conditions and freedom of association (percentage of companies with policies that exclude forced or compulsory child labour or that guarantee freedom of association, universally applied regardless of local laws) 

- Social: Gender mix of managers, percentage of female managers in companies. 

- Governance: Board independence (percentage of directors who meet the board independence criterion). 



What is the policy to assess good governance practices of the investee companies?

[bookmark: _Hlk127871595]We rely on Amundi Group ESG scoring methodology. Amundi Group’s ESG scoring is based on a proprietary ESG analysis framework, which accounts for 38 general and sector-specific criteria, including governance criteria. In the Governance dimension, we assess an issuer’s ability to ensure an effective corporate governance framework that guarantees it will meet its long-term objectives (e.g. guaranteeing the issuer’s value over the long term). The governance sub-criteria considered are: board structure, audit and control, remuneration, shareholders’ rights, ethics, tax practices and ESG strategy. 

Amundi Group ESG Rating scale contains seven grades, ranging from A to G, where A is the best and G the worst rating. G-rated companies are excluded from our investment universe. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes

[image: checkbox]No



Amundi takes into account the mandatory and applicable additional Key Negative Impact Indicators in accordance with Appendix 1, Table 1 of the RTS applicable to the Fund's strategy and relies on a combination of exclusion policies (normative and sectoral), integration of ESG rating in the investment process, engagement and voting approaches: 

- Exclusion: Amundi has defined normative exclusion rules, by activity and by sector, covering some of the main sustainability indicators listed in the SFDR. 

- ESG integration: Amundi has adopted minimum ESG integration standards applied by default to its actively managed open-ended funds (exclusion of G-rated issuers and best weighted average ESG score above the applicable benchmark). The 38 criteria used in Amundi's ESG rating approach have also been designed to take into account key impacts on sustainability factors, as well as the quality of mitigation. 

- Engagement: Engagement is an ongoing and targeted process to influence the activities or behaviour of companies. The purpose of engagement can be divided into two categories: to engage an issuer to improve the way it integrates the environmental and social dimension, and to engage an issuer to improve its impact on environmental, social and human rights issues or other sustainability issues important to society and the global economy. 

- Voting: Amundi's voting policy responds to a holistic analysis of all long-term issues that can influence value creation, including significant ESG issues (Amundi's voting policy is available on its website). 

- Controversy monitoring: Amundi has developed a controversy monitoring system that relies on three external data providers to systematically track controversies and their level of severity. This quantitative approach is then enriched by an in-depth assessment of each severe controversy, conducted by ESG analysts, and the periodic review of its evolution. This approach is applied to all Amundi funds. 





E. Proportion of Investments



What is the planned asset allocation for this financial product?

[bookmark: _Hlk127871632]90% of the investments of the Fund will be used to meet the environmental or social characteristics promoted by the Fund in accordance with the binding elements of the investment strategy. The Fund commits to have a minimum of 10% of sustainable investments and the remaining proportion of the investments will be invested in assets with environmental and social characteristics.



[image: ]



How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

[bookmark: _Hlk127871649]Derivatives are not used to attain the environmental or social characteristics promoted by this Fund. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

[bookmark: _Hlk127871662]The Fund currently has no minimum commitment to sustainable investments with an environmental objective aligned with the EU Taxonomy.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund currently has no minimum commitment to sustainable investments with an environmental objective not aligned with the EU taxonomy. 

What is the minimum share of socially sustainable investments?

The Fund does not have a minimum share of sustainable investments with a social objective. 

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

Included in the "#2 Other" category are cash and unrated instruments (which may include securities for which the data needed to measure the achievement of environmental or social characteristics is not available).



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The sustainability indicator is the average ESG rating of the portfolio, which must be higher than the ESG rating of the investment universe (the average rating of the investment universe being calculated after eliminating at least 20% of the lowest rated issuers). 

Amundi has developed its own internal ESG rating process based on the "Best-in-class" approach. Ratings adapted to each sector of activity aim to assess the dynamics in which companies evolve. 

[bookmark: _Hlk127871703]The Amundi ESG rating used to determine the ESG score is a quantitative ESG score translated into seven grades, ranging from A (the best scores in the universe) to G (the worst). In Amundi's ESG rating scale, securities belonging to the exclusion list correspond to a score of G. For corporate issuers, ESG performance is assessed globally and according to relevant criteria by comparison with the average performance of its sector of activity, through the combination of the three ESG dimensions: 

- the environmental dimension: this examines the capacity of issuers to control their direct and indirect impact on the environment, by limiting their energy consumption, reducing their greenhouse gas emissions, combating resource depletion and protecting biodiversity. 

- the social dimension: this measures how an issuer operates on two distinct concepts: the issuer's strategy to develop its human capital and respect for human rights in general: 

- the governance dimension: this assesses the issuer's ability to provide the basis for an effective corporate governance framework and to generate value over the long term. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

[bookmark: _Hlk127871744]All ESG data, either externally or internally processed, is centralised by the Responsible Investment Business line, which is responsible for controlling the quality of the inputs and processed ESG outputs. This monitoring includes an automated quality check as well as a qualitative check from ESG analysts who are specialists of their sectors. ESG scores are updated on a monthly basis within Amundi's proprietary tool Stock Rating Integrator (SRI) module. 

[bookmark: _Hlk127871767]Sustainability indicators used within Amundi rely on proprietary methodologies. These indicators are continuously made available in the portfolio management system allowing the portfolio managers to assess the impact of their investment decisions. Moreover, these indicators are embedded within Amundi’s control framework, with responsibilities spread between the first level of controls performed by the Investment teams themselves and the second level of controls performed by the Risk teams, who monitor compliance with environmental or social characteristics promoted by the fund on an ongoing basis.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127886468]The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions: 

- Environmental dimension: this examines issuers’ ability to control their direct and indirect environmental impact, by limiting their energy consumption, reducing their greenhouse emissions, fighting resource depletion and protecting biodiversity; 

-Social dimension: these measures how an issuer operates on two distinct concepts: the issuer’s strategy to develop its human capital and the respect of the human rights in general; 

- Governance dimension: This assesses capability of the issuer to ensure the basis for an effective corporate governance framework and generate value over the long-term. 

The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor.





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Amundi's ESG scores are built using Amundi's ESG analysis framework and scoring methodology. We source data from the following sources for ESG scores: Moody, ISS-Oekem, MSCI, and Sustainalytics. 



Data quality controls of external data providers are managed by the Global Data Management unit. Controls are deployed at different steps of the value chain, from pre-integration controls, post integration ones, to post calculation ones like controls on proprietary scores for instance. 



External data are collected and controlled by the Global Data Management team and are plugged into the SRI module. 



The SRI module is a proprietary tool that ensures the collection, quality check and processing of ESG data from external data providers. It also calculates the ESG ratings of issuers according to Amundi proprietary methodology. The ESG ratings in particular are displayed in the SRI module to portfolio managers, risk, reporting and the ESG teams in a transparent and user-friendly manner (issuer’s ESG rating together with the criteria and the weights of each criterion). 



For ESG ratings, at each stage of the calculation process, the scores are normalised and converted into Z-scores (difference between the company’s score and the average score in the sector, as a number of standard deviations). Hence each issuer is assessed with a score scaled around the average of their sector, enabling to distinguish best-practices from worst practices at sector level (Best-in-Class approach). At the end of the process, each issuer is assigned an ESG score (approximately between -3 and +3) and the equivalent on a letter scale from A to G, where A is the best, and G the worst. 



Data is then disseminated via Alto front office to portfolio managers and is monitored by the risk team. 



ESG scores utilize data derived from external data providers, internal ESG assessment/research conducted by Amundi, or through a regulated third party recognised for the provision of professional ESG scoring and assessment. Without mandatory ESG reporting at company level, estimations are a core component of data providers' methodology.







I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127871862]Amundi limitations are by construction linked to use of ESG data. The ESG data landscape is currently being standardised which can impact data quality; data coverage also is a limitation. Current and future regulation will improve standardized reporting and corporate disclosures on which ESG data rely. 

Amundi is aware of these limitations which it mitigates by a combination of approaches: the monitoring of controversies, the use of several data providers, a structured qualitative assessment by its ESG research team of the ESG scores, the implementation of a strong governance.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

[bookmark: _Hlk127871935]Each month, the ESG scores are recalculated according Amundi quantitative methodology. The result of this calculation is then reviewed by the ESG analysts who perform a qualitative "sampling control" on its sector based on various checks that may include (but are not limited to): the main significant variations of the ESG score, the list of the new names with a bad score, the main divergence of score between 2 providers. After this review the analyst can override a score from the calculated score which is validated by the management of the team and is documented by a note stored in Amundi database iPortal. This can also be subject to a validation of the ESG Rating Committee. 

[bookmark: _Hlk127871964]The investment management team is responsible for defining the investment process of the product, including the design of the appropriate risk framework in collaboration with the investment risk teams. In this context, Amundi has an investment guideline management procedure as well as a breach management procedure applying across all operations. Both procedures reiterate strict compliance with regulations and contractual guidelines. Risk managers are in charge of monitoring breaches on a day-to-day basis, alerting fund managers and requiring that portfolios are brought back into compliance as soon as possible and in the best interest of investors.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Amundi engages investee or potential investee companies at the issuer level regardless of the type of holdings held (equity and bonds). Issuers engaged are primarily chosen by the level of exposure to the subject of engagement, as the environmental, social, and governance issues that companies face have a major impact on society, both in terms of risk and opportunities. 

L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

The benchmark does not assess or include its constituents in terms of environmental and/or social characteristics and is therefore not aligned with the ESG characteristics promoted by the Fund. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk127883709]
This financial product promotes environmental or social characteristics, but does not have as its objective sustainable investment. Any further information regarding the sustainable investment of this financial product are indicated in the below section “No sustainable investment objective”.



All of the information concerning the binding elements of the investment strategy and the good governance policies are indicated in the below section “Investment strategy”.



The minimum proportion of investments used to meet the environmental or social characteristics promoted by the Fund has been set at the level of the minimum proportion of Sustainable Investments and is equal to 25%.

The monitoring of environmental or social characteristics for the Sub-Fund is ensured through a dedicated two-layers control framework.



The Investment Manager’s internal guidelines have been defined and implemented to classify products under article 8 (promotion of environmental and/or social characteristics) of SFDR.



The classification entails the follow-up of sustainability indicators used to measure the attainment of each of those environmental or social characteristics promoted by the financial product.



On one hand, investment teams carried out daily controls within Front Office systems to ensure that the features attached to article 8 sustainability indicators are follow-up at any time.



On the other hand, independent risk function also performs second level of controls on a daily basis to spot any breach which are dealt with under an escalation procedure.

All the methodologies used to measure how the social or environmental characteristics promoted by the financial product are met are indicated in the below section "Methodologies for environmental or social characteristics".

Any information relating to data sources used to attain each of the environmental or social characteristics promoted by the financial product, the measures taken to ensure data quality, how data are processed and the proportion of data that are estimated can be used in the below section "Data sources and processing".



Any limitation to the methodologies and data sources referred above and how such limitations do not affect how the environmental or social characteristics promoted by the financial product are met can be found in the section "Limitations to methodologies and data".



For passively managed products BNP Paribas Asset Management (BNPP AM) performs due diligence on the index methodology and ESG research.

Independent controls are also carried out by the Risk function of BNPP AM to identify any potential breach which would be remedied following an escalation process.

Any further information describing the due diligence carried out on the underlying assets of the financial product can be found in the below section "Due Diligence".



Any information regarding the engagement policies implemented by this financial product can be found in the below section “Engagement policies”.



No reference benchmark has been designated for the purpose of attaining the environmental or social characteristics promoted by the financial product.





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments made by the Fund are to finance companies that contribute to environmental and/or social objectives through their products and services, as well as their sustainable practices. 

The Manager is using, as of the date of this document, the Investment Manager’s internal methodology to determine sustainable investments. Such methodology integrates several criteria into its definition of sustainable investments that are considered to be core components to qualify a company as sustainable. These criteria are complementary to each other. In practice, a company must meet at least one of the criteria described below in order to be considered as contributing to an environmental or social objective: 

1. A company with an economic activity aligned with the EU Taxonomy objectives; 

2. A company with an economic activity contributing to one or more United Nations Sustainable Development goals (UN SDG) targets; 

3. A company operating in high GHG emission sector that is transitioning its business model to align with the objective of maintaining the global temperature rise below 1.5°C; 

4. A company with best-in-class environmental or social practices compared to its peers within the relevant sector and geographical region. 

Green bonds, social bonds and sustainability bonds issued to support specific environmental and/or social projects are also qualified as sustainable investments provided that these debt securities receive an investment recommendation “POSITIVE” or “NEUTRAL” from the Investment Manager’s ESG research and analysis department, i.e. the “Sustainability Centre”, following the issuer and underlying project assessment based on a proprietary Green/Social/Sustainability Bond Assessment methodology. 

Companies identified as a sustainable investment should not significantly harm any other environmental or social objectives (the Do No Significant Harm “DNSH” principle) and should follow good governance practices. The Investment Manager uses its proprietary methodology and/or relies on information provided by the reference benchmark administrator to assess all companies against these requirements. 

More information on the internal methodology can be found on the website of the Investment Manager: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com). 

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments that the Fund partially intends to make should not significantly harm any environmental or social objective (DNSH principle). In this respect, for such sustainable investments, the Investment Manager commits to consider principal adverse impacts on sustainability factors by taking into account indicators for adverse impacts as defined in SFDR, and to not invest in companies that do not meet their fundamental obligations in line with the OECD Guidelines and the UN Guiding Principles on Business and Human Rights. 

How does this financial product take into account principal adverse impacts on sustainability factors?

How indicators for adverse impacts on sustainability factors are taken into account depends on the ESG methodology of the reference benchmark tracked by the Fund and used for the purpose of attaining the environmental or social characteristics promoted by the Fund.

The Investment Manager ensures that throughout its investment process, the Fund takes into account principal adverse impact indicators by analysing within the investment process those indicators in respect of the sustainable investment pillars defined in the Investment Manager Global Sustainability Strategy (GSS) and as further detailed below in this document and/or by relying on the ESG methodology and disclosures of the reference benchmark administrator.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments of the Fund exclude issuers that are in violation or at risk of violation of the UN Global Compact Principles, OECD Guidelines for Multinational Enterprises and UN Guiding Principles on Business & Human Rights, including the principles and rights set out in the eight fundamental conventions identified in the Declaration of the International Labour Organisation on Fundamental Principles and Rights at Work and the International Bill of Human Rights. This assessment is conducted within the Investment Manager’s Sustainability Centre on the basis of internal analysis and information provided by external experts, and in consultation with BNP Paribas Group CSR Team.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The financial product (the “Fund”) promotes environmental and social characteristics by assessing underlying investments against Environmental, Social, and Governance (ESG) criteria using the methodology of the index provider. As such, the Fund is exposed to issuers that demonstrate superior or improve environmental and social practices, while implementing robust corporate governance practices within.

The Fund aims to improve its ESG profile compared to its investment universe. 

The ESG performance of an issuer is evaluated against a combination of environmental, social and governance factors which include but not limited to: 

o Environmental: energy efficiency, reduction of emissions of greenhouse gases (GHG), treatment of waste; 

o Social: respect of human rights and workers’ rights, human resources management (workers’ health and safety, diversity); 

o Governance: Board of Directors independence, managers’ remuneration, respect of minority shareholders rights. 

The exclusion criteria are applied with regard to issuers that are in violation of international norms and convention, or operate in sensitive sectors as defined by external data providers. 

The MSCI EUR HY SRI Sustainable Corporate Bond Index, administrated by MSCI Limited, has been designated as a reference benchmark for the purpose of attaining the environmental or social characteristics promoted by the Fund.



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve long term capital appreciation. 

The Fund seeks to achieve its investment objective by tracking the performance of the MSCI EUR HY SRI Sustainable Corporate Bond Index while minimising as far as possible the tracking error between the Sub-Fund’s performance and that of this index. 

The index is a fixed-rate, high-yield corporate bond benchmark that includes issuers with MSCI ESG Ratings of BBB or higher, and excludes issuers that are involved in business activities that are restricted according to pre-defined Business Involvement Screens. Issuers are screened for levels of involvement expressed in terms of % of associated revenue and may relate to activities pertaining to adult entertainment, alcohol, gambling, tobacco, conventional weapons, civilian firearms, nuclear weapons, controversial weapons, nuclear power, thermal coal, fossil fuels and genetically modified organisms. 

The elements of the investment strategy to attain the environmental or social characteristics promoted by this Fund as described below are systematically integrated throughout the investment process. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

· The Fund shall comply with the reference benchmark minimum ESG rating standards and controversial business involvement exclusion criteria. 



· The Fund shall have at least 90% of its investment strategy underlying securities covered by the ESG analysis based on the index provider methodology. 



· The Fund should invest a proportion of its assets in “sustainable investments” as defined in Article 2 (17) of SFDR and as disclosed in the asset allocation below. 

There is no guarantee that extra-financial filter or criteria is applied at any moment. For instance, between two index reshuffles, if a company were deemed to not fulfil anymore an ESG criteria, it may be excluded only at the next reshuffle following the index provider rules.

What is the policy to assess good governance practices of the investee companies?

The reference benchmark ESG scoring framework assesses corporate governance such as sound management structures, employee relations, remuneration of staff and tax compliance through a core set of standard key performance indicators that look especially at board, pay, ownership and control, and accounting practices. 

Further information on the reference benchmark, its composition, calculation and rules for periodical review and rebalancing and on the general methodology behind the MSCI indices can be found on www.msci.com. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

The Fund does not commit to a minimum rate of reduction of the scope of investments prior to the application of its investment strategy. 

Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes

[image: checkbox]No

Yes, the Fund considers principal adverse impacts on sustainability factors. In order for the Investment Manager to determine which PAI is considered and addressed or mitigated, ESG methodology and disclosures of the reference benchmark and/or the index provider are used. 

The policy framework in order to analyse how principle adverse impacts are considered for the Fund mainly relies on both of the following pillars: 

1- Analysis of the embedded exclusion process of the reference benchmark, leading the investment strategy to remove industries and behaviours that present a high risk of adverse impacts in violation of international norms and conventions and issuers that are involved in activities presenting an unacceptable risk to society and/or the environment; 

2- How the ESG ratings used throughout the investment process include in their methodology consideration of principal adverse impacts on sustainability factors, and to what extent those ratings are used in the investment strategy; 



More detailed information on the manner in which the Investment Manager considers principal adverse impacts of investment decisions on sustainability factors taking due account of the size, the nature and scale of its activities and the types of financial products managed can be found in the Investment Manager’s SFDR disclosure statement: sustainability risk integration and Principal Adverse Impacts considerations. 

In addition, information on how the principal adverse impacts on sustainability factors have been considered over the year will be available in the annual report of the Fund.



E. Proportion of Investments



What is the planned asset allocation for this financial product?

The investments used to meet the environmental or social characteristics promoted by the Fund in accordance with the binding elements of its investment strategy represent the proportion of assets with either 

1) a positive ESG score and either a positive E score or a positive S score or 

2) being Sustainable Investments according to the Investment Manager’s ESG proprietary methodology. 

However, the minimum proportion of investments used to meet the environmental or social characteristics promoted by the Fund has been set at the level of the minimum proportion of Sustainable Investments and is equal to 25%. For the avoidance of doubt, such a proportion is solely a minimum commitment and the real percentage of the investments of the Fund that attained the promoted environmental or social characteristics will be available in the annual report. 

The minimum proportion of sustainable investments of the Fund is 25%. 

The remaining proportion of the investments is mainly used as described below.

[image: Diagram
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#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product. 

#2Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments. 

The category #1 Aligned with E/S characteristics covers: 

· The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives. 

· The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments. 

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Financial derivative instruments may be used for efficient portfolio management and hedging purposes. These instruments are not used to attain the environmental or social characteristics promoted by the Fund. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The extent to which sustainable investments with an environmental objective are aligned with the EU Taxonomy and that contribute to the environmental objectives climate change mitigation, climate change adaptation, the sustainable use and protection of water and marine resources, the transition to a circular economy, pollution prevention and control and/or the protection and restoration of biodiversity and ecosystems are disclosed in the two graphs below. Even if the investment objective of the Fund falls within the framework of the environmental objectives defined by the Taxonomy Regulation, all the economic activities related to this objective are not necessarily covered by the latter. 



In addition, taxonomy alignment data is still not yet communicated or published and the activities of certain issuers require additional fundamental analysis in order to be accounted for and are therefore not taken into account by the taxonomy data that we use. 



The Investment Manager is currently improving its Taxonomy-alignment data collection to ensure the accuracy and suitability of its Taxonomy sustainability-related disclosures. Further subsequent prospectus updates will be made accordingly. 



Economic activities that are not recognised by the Taxonomy Regulation are not necessarily environmentally harmful or unsustainable. In addition, all activities that can make a substantial contribution to environmental as well as social objectives are not yet part of the Taxonomy Regulation. [image: ]

What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy is 1%. 

The investment strategy of the Fund is not to prevent investments in taxonomy-aligned activities. As such, the commitment within the Fund to invest in activities not aligned with the EU Taxonomy is minimal. 

What is the minimum share of socially sustainable investments?

The minimum share of socially sustainable investments within the Fund is 0%. 

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining proportion of the investments may include the proportion of assets that do not attain the following standards established by the Investment Manager: 1) a positive ESG score and either a positive E score or a positive S score or 2) being Sustainable Investment according to the Investment Manager’s ESG proprietary methodology or instruments which are mainly used for liquidity, efficient portfolio management, and/or hedging purposes. 

Those investments are made in compliance with the Investment Manager internal processes, including the risk management policy and the Investment Manager’s Responsible Business Conduct policy when applicable as minimum environmental or social safeguards. The risk management policy comprises procedures as are necessary to enable the management company to assess for each financial product it manages the exposure of that product to market, liquidity, sustainability and counterparty risks.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The following sustainability indicators are used to measure the attainment of the environmental and social characteristics promoted by the Fund, and are based on the reference benchmark ESG methodology: 

· The percentage of the Fund’s portfolio compliant with the reference benchmark minimum ESG ratings standards and controversial business involvement exclusion criteria; 

· The percentage of the Fund’s assets covered by the ESG analysis based on the index provider ESG methodology; 

· The percentage of the Fund’s portfolio invested in “sustainable investments” as defined in Article 2 (17) of SFDR. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The monitoring of environmental or social characteristics for article 8 products is ensured through a dedicated two-layers control framework.

BNP’s internal guidelines have been defined and implemented to classify products under article 8 (promotion of environmental and/or social characteristics) of SFDR.

The classification of products in these two categories entails the follow-up of sustainability indicators used to measure the attainment of each of those environmental or social characteristics promoted by the financial product.

On the one hand, investment teams carried out daily controls within Front Office systems to ensure that the features attached to article 8 sustainability indicators are followed-up at all times.

On the other hand, independent risk function also performs second level of controls on a daily basis to spot any breach which are dealt with under an escalation procedure.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

BNPP AM is working towards a world where all investing is responsible: investing responsibly is not just about embracing the social values and global concerns the company shares with its clients, it is about investing in a brighter future that delivers long-term rewards for both its clients and future generations.

BNPP AM acknowledges the importance of its role in representing the interests of its clients to the management teams of the companies in which they invest. Being long-term investors enables the development of productive relationships, allowing scope to engage on the issues that are most relevant to the Investment Manager’s investment cases.

In 2019, the Investment Manager has enhanced its investment philosophy with the development of a set of six investment beliefs focused on sustainability:

1. BNPP AM are long-term, forward-looking investors:

The Investment Manager analyse the past in order to better anticipate future developments while considering the economic model which will best serve BNPP AM in the long term – one focused on low-carbon, sustainable and inclusive growth.

2. BNPP AM’s fiduciary duty is aligned with sustainable investment:

BNPP AM have a duty to their clients to make well-informed investment decisions, taking reputational, operational and financial risks into careful consideration. ESG factors are a key element of this.

3. Stewardship is an opportunity and an obligation:

As long-term investors, BNPP AM believe that they should use stewardship (which encompasses proxy voting, company engagement and policy advocacy), to influence companies and the world for the better. They believe that engagement is generally more effective than exclusion – although divestment can be a last resort.

4. ESG integration helps achieve better risk-adjusted returns:

Sustainability is a long-term driver of investment risks and returns. BNPP AM believe sustainability is imperfectly understood, under-researched and inefficiently priced, with inconsistent levels of disclosure.

Against this background, BNPP AM will make better investment decisions through systematically and explicitly integrating ESG factors into investment analysis and decision-making.

5. A sustainable economic future relies on sustainable investment practices:

The way BNPP AM invest and engage with companies and regulators can help shape the world around us. Managing ESG risks will help promote greater market stability and more sustainable long-term growth while delivering the same, or better, financial returns.

6. Walking the talk is critical to achieving excellence:

As a sustainable asset manager, the Investment Manager’s corporate practices and disclosures should match or exceed the standards BNPP AM expect from the entities in which they invest. That is why this is a priority. BNPP AM are exploring how they can integrate sustainability considerations more fully across all aspects of their business, from how they manage both energy use and waste disposal at their facilities, to gender equality within BNPP AM’s workforce, and by providing ample time and opportunity for their employees to engage in volunteer work.



The components of BNPP AM’s sustainability approach:

In a fast changing world, BNPP AM’s focus is on achieving long-term sustainable returns for clients. In line with this, BNPP AM is committed to integrating sustainability matters across as many strategies as possible.

The BNPP AM 'Global Sustainability Strategy' details the approach to sustainability, setting clear objectives and commitments, and focusing on three key sustainability themes: Energy transition, the Environment and Equality and inclusive growth (the ‘3Es’).

It reinforces the commitment to invest for the long term, engage with companies and regulators to promote best practice, and raise awareness of the role that finance can play in achieving a sustainable world.

The strategy to improve sustainability is built on six pillars, four of which are systematically implemented across BNPP AM’S investment strategies. This approach strengthens the way they invest, including how they generate investment ideas, construct optimal portfolios, control for risk and use their influence with companies and markets. It is designed to respond to the diverse needs of a broad client base while protecting their interests.

 

The six pillars of BNPP AM’s approach:

1. ESG integration

BNPP AM integrate ESG factors throughout their investment processes. From investment philosophy, research and idea generation, to portfolio construction and risk management, as well as engagement, voting, disclosure and reporting.

Examples of guidelines include, but are not limited to:

BNPP AM will not invest in a public entity without an ESG score, or performing qualitative ESG analysis in the absence of an ESG rating;

BNPP AM should aim to hold portfolios with more positive ESG characteristics than their respective investment universe;

As a last resort, BNPP AM may divest from weakly rated entities which do not respond to engagement, and which show no sign that they will place greater emphasis on sustainability considerations in the future;

Holdings of weakly-rated public entities will need to be justified by additional documented qualitative analysis integrating ESG factors;

Some of BNPP AM’s financial product should aim to have a lower carbon footprint than their respective investment universe.

2. Stewardship

BNPP AM are committed to their role as an efficient and diligent steward of the assets their clients entrust them with, and since 2012, they have engaged with the companies they invest in on ESG factors, adopting best practices and greater transparency.

BNPP AM are thoughtful and diligent investors in companies, and have detailed proxy-voting and engagement guidelines on a range of ESG issues.

BNPP AM have three Heads of Stewardship & Engagement roles, for EMEA, the Americas and the Asia Pacific region, who lead their stewardship activities in these regions, including direct corporate engagement and proxy voting, working with policymakers on key issues relating to sustainable finance and investment, and representing BNPP AM in regional ESG investor networks.

Collective engagements:

Recognising that there is a real opportunity to make a difference by sharing knowledge and resources, BNPP AM participates with the wider investment community in a number of ways. For instance, BNPP AM have worked alongside other global investors and publicly supported a series of statements and pledges. BNPP AM also promotes the efficient management of environmental issues, proposing innovative ideas to leading policy makers and contributing to the development of impact investing.

BNPP AM are committed to promoting ESG on an industry-wide scale through the organisation of, or participation in, sustainable investment forums worldwide, and the publication of articles and dedicated newsletters, for instance on BNPP AM’s ViewPoint website. In terms of ESG initiatives, BNPP AM currently participate in over 40 collective engagement initiatives.

Individual engagements:

Creating a dialogue with the companies BNPP AM invest in provides them with another opportunity to foster environmentally responsible practices. In particular, BNPP AM strive to engage with the companies they consider being at risk because their practices or strategy might undermine their ability to perform well financially due to their exposure to climate change risks. For example, BNPP AM’s engagement strategy aims to improve companies’ carbon disclosure, their overall environmental performance, and their understanding of what actions companies are taking to align themselves with the goal of a well below 2°C scenario.

3. Responsible business conduct expectations and product-based exclusions

BNPP AM expect companies to meet their fundamental obligations in the areas of human and labour rights, protecting the environment and ensuring anti-corruption safeguards, wherever they operate, in line with the UN Global Compact Principles and the OECD Guidelines for Multinational Enterprises. BNPP AM engage with companies where they fall short, excluding the worst offenders from BNPP AM’s investment universe.

BNPP AM have a series of sector policies that set out the conditions for investing in particular sectors, guiding BNPP AM’s screening requirements and engagement. 

BNPP AM have another set of policies that commit them to exclude particular sectors or activities (tobacco, unconventional oil and gas, coal, controversial weapons or asbestos), as BNPP AM deem them to be in violation of international norms, or to present unacceptable harm to society or the environment, without counterbalancing benefits. These are generally sectors where engagement makes little sense, as creating real impact is likely to be impossible.

BNPP AM’s full approach is documented in their RBC Policy (Responsible Business Conduct Policy), available on their website: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com)

4. Forward-looking perspective - the 3E's

BNPP AM have identified three critical pre-conditions for a more sustainable and inclusive economic system: 

Energy transition to a low carbon economy;

Environmental sustainability;

Equality and inclusive growth.

Together, these ‘3Es’ represent the pathway to the economic sustainability that enables us, as investors, to safeguard long-term returns.

In considering their approach to these challenging topics, BNPP AM have a range of tools at hand. These include investment, divestment, stewardship and integration:

BNPP AM can invest in the companies and sectors that are part of the solution, encouraging their growth and benefiting from their success through BNPP AM’s allocation of capital.

BNPP AM can divest from those companies that BNPP AM believe are at risk from inevitable structural changes, and whose behaviour is too much at variance with BNPP AM’s own beliefs and investor preferences.

BNPP AM can exercise investor stewardship – through BNPP AM’s proxy voting and engagement activity with companies – and via BNPP AM’s discussions with policymakers, regulators and governments.

BNPP AM integrate their knowledge and perspectives on the ‘3Es’ into investment processes across asset classes. This optimises BNPP AM’s ability to make well-informed decisions – particularly in a world with imperfect information and varied levels of knowledge – thus helping to protect and enhance investment outcomes for clients.

Together, these steps allow BNPP AM to optimise their portfolio-level decisions, help shape the debate and align BNPP AM’s total investments with the economy of the future. To guide BNPP AM’s actions over the coming years, BNPP AM have identified a set of targets and key performance indicators for each of the ‘3Es’. Recognising the importance of getting these aspects right, in most cases BNPP AM take a staged approach to establishing them – measuring first BNPP AM’s exposure before committing to targets.

The selection of sub-themes, targets and KPIs described below is the result of a combination of factors. The areas BNPP AM have selected are those where BNPP AM believe BNPP AM can have the biggest impact and apply more leverage to foster change, but also where there are enough data and tools to act, monitor and report.

BNPP AM report on their approach annually in their sustainability report available on Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

For further information on BNPP AM’s sustainability roadmap, please refer to their Global Sustainability Strategy on their website.

 

ESG SCORING PROCESS:

In this framework, BNPP AM scores more than 13 000 issuers of securities using a four-step process. The scores are made available internally to facilitate ESG integration, investment stewardship and more.

1- ESG metric selection and weighting

To arrive at ESG scores that provide useful insights, BNPP AM select metrics using three criteria:

•	Materiality: BNPP AM reward companies that score highly on ESG issues that are material to their business, based on the expertise from BNPP AM’s Sustainability Centre as well as frameworks such as SASB and empirical studies.

•	Measurability and insight: BNPP AM prefer insightful performance metrics over policies or programs.

•	Data quality and availability: BNPP AM favour metrics for which data is of reasonable quality and readily available so that BNPP AM can compare issuers fairly. BNPP AM use numerous research inputs and data sources (e.g. Sustainalytic, ISS & Trucost) to determine companies ESG scores.

The metrics BNPP AM use are a blend of common and sector-specific.

2- ESG assessment vs. peers

BNPP AM’s assessment is primarily sector-relative, reflecting the fact that ESG risks and opportunities are not always comparable between sectors and regions. For instance, health & safety is less important for an insurance company than a mining company.

The 13 000+ companies under coverage are therefore divided into 20 sector groups and 4 geographical areas, leading to 80 ESG scoring peer groups of geographical and sector peers.

Each issuer starts with a baseline ‘neutral’ score of 50. BNPP AM then sum its score for each of the three ESG pillars – Environmental, Social and Governance. An issuer receives a positive score for a pillar if it performs better than the average of its peer group. If it performs below average, it receives a negative score.

However, two universal issues that impact all companies are not scored relative to peers, introducing a deliberate ‘tilt’ for the most exposed sectors. These are:

•	Carbon emissions – As the world faces an absolute carbon emissions problem, BNPP AM implement an absolute carbon emission measure, creating a positive bias towards issuers and sectors with lower carbon emissions.

•	Controversies – Sectors that are more prone to ESG controversies have slightly lower scores, reflecting increased risk (‘headline’, reputational or financial risk).

The overall result is a quantitative ESG score that ranges from zero to 99, with the ability to see how each ESG pillar has added to or detracted from the company’s final score.

3- Qualitative review

In addition to proprietary quantitative analysis, BNPP AM also integrate information from third-party sources, their Sustainability Centre’s in-depth research on material issues (e.g. climate change) and BNPP AM’s investment teams’ knowledge and interaction with issuers.

4- Final ESG score

Combining both qualitative and quantitative inputs, BNPP AM reach an ESG score ranging from zero to 99, with issuers ranked in deciles against peers. Issuers that are excluded from investment through BNPP AM’s Responsible Business Conduct policy are assigned a score of 0.

Going forward, some product intend to invest part of their assets in sustainable investments in the meaning of art.2 (17) of SFDR.

The objectives of sustainable investments are to finance companies that contribute to environmental and/or social objectives through their products and services, as well as their sustainable practices. 

BNP PARIBAS ASSET MANAGEMENT’s internal methodology integrates several criteria into its definition of sustainable investments that are considered to be core components to qualify a company as sustainable. These criteria are complementary to each other. In practice, a company must meet at least one of the criteria described below in order to be considered as contributing to an environmental or social objective:

1.	A company with an economic activity aligned with the EU Taxonomy objectives. A company can qualify as sustainable investment in case it has more than 20% of its revenues aligned with the EU taxonomy. A company qualifying as sustainable investment through this criteria can contribute to the following environmental objectives: sustainable forestry, environmental restoration, sustainable manufacturing, renewable energy, water supply, sewerage, waste management and remediation, sustainable transportation, sustainable buildings, sustainable information and technology, scientific research for sustainable development;

2.	A company with an economic activity contributing to one or more United Nations Sustainable Development goals (UN SDG) targets. A company can qualify as sustainable investment in case it has more than 20% of its revenues aligned with the SDGs and less than 20% of its revenues misaligned with the SDGs. A company qualifying as sustainable investment through this criteria can contribute to the following objectives:

a.	Environmental: sustainable agriculture, sustainable management of water and sanitation, sustainable and modern energy, sustainable economic growth, sustainable infrastructure, sustainable cities, sustainable consumption and production patterns, fight against climate change, conservation and sustainable use of oceans, seas and marine resources, protection, restoration and sustainable use of terrestrial ecosystems, sustainable management of forests, fight against desertification, land degradation and biodiversity loss

b.	Social: no poverty, zero hunger, food security, healthy lives and well-being at all ages, inclusive and equitable quality education and lifelong learning opportunities, gender equality, women and girls empowerment, availability of water and sanitation, access to affordable, reliable and modern energy, inclusive and sustainable economic growth, full and productive employment and decent work, resilient infrastructure, inclusive and sustainable industrialization, reduced inequality, inclusive, safe and resilient cities and human settlements, peaceful and inclusive societies, access to justice and effective, accountable and inclusive institutions, global partnership for sustainable development;

3.	A company operating in high GHG emission sector that is transitioning its business model to align with the objective of maintaining the global temperature rise below 1.5°C. A company qualifying as sustainable investment through this criteria can contribute to the following environmental objectives: GHG emissions reduction, fight against climate change;

4.	A company with best-in-class environmental or social practices compared to its peers within the relevant sector and geographical region. A company with a contribution score above 10 on the Environmental or Social pillar qualifies as best performer. A company qualifying as sustainable investment through this criteria can contribute to the following objectives:

a.	Environmental: fight against climate change, environmental risk management, sustainable management of natural resources, waste management, water management, GHG emissions reduction, renewable energy, sustainable agriculture, green infrastructure

b.	Social: health and safety, human capital management, good external stakeholder management (supply chain, contractors, data), business ethics preparedness, good corporate governance

Green bonds, social bonds and sustainability bonds issued to support specific environmental and/or social projects are also qualified as sustainable investments provided that these debt securities receive an investment recommendation “POSITIVE” or “NEUTRAL” from the Sustainability Center following the issuer and underlying project assessment based on a proprietary Green/Social/Sustainability Bond Assessment methodology.

Companies identified as a sustainable investment should not significantly harm any other environmental or social objectives (the Do No Significant Harm “DNSH” principle) and should follow good governance practices. BNP PARIBAS ASSET MANAGEMENT uses its proprietary methodology to assess all companies against these requirements.

More information on the internal methodology can be found on the following website: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

Once issuers have been identified as a Sustainable Investment, the regulation requires an assessment that the issuer does not significantly harm (DNSH) any other environmental or social objectives and follows good governance practices. Therefore, the following exclusion filters have been added. Issuers should:

1. Not significantly harm any other environmental or social objective: DNSH is identified in the following ways:

-Companies involved in large scale controversies could be seen as detracting from environmental and social goals regardless of their positive contributions. BNPP AM uses controversy data provided by Sustainalytics.

-do not have a weak ESG score: issuers which are ranked decile ten against their peer group in BNPP AM’s internal ESG scoring framework cannot be considered as “Sustainable Investments”. 

-not be included on BNPP AM’s watchlist: BNPP AM’s Responsible Business Conduct policy establishes a watchlist of issuers that are at risk of breaching ESG standards and with whom BNPP AM engage in a dialogue to encourage improvements. An issuer included in BNPP AM’s watchlist cannot be considered as “Sustainable Investments”.

2. follow good governance practices: BNPP AM uses its proprietary ESG scoring methodology which is split out into an Environmental, Social and Governance score. Issuers with a Governance score below 10, are removed and are not considered as “Sustainable Investment”.

As per the clarifications on the ESAs’ draft RTS under SFDR published on June 2nd, 2022, the use of the Principal Adverse Sustainability Indicators (PASI) is mandatory to demonstrate that an investment does not significantly harm any other environmental or social objectives. All the 14 mandatory PASI and BNPP AM’s 3 selected voluntary PASI for Corporates are covered in BNPP AM’s Sustainable Investment definition via the following channels:

·Several PASI are taken into account via BNPPAM’s approach to ESG integration. For instance, carbon emissions and board gender diversity are integrated factors in BNPP AM’s ESG scoring model which underpins the E and S pillar inclusion criteria in BNPP AM’s Sustainable Investment definition.

·Several PASI are taken into account via BNPPAM’s RBC policy e.g. coal and other fossil fuel involvement and controversial weapon involvement. BNPP AM’s RBC policy is applied universally across their portfolios and assesses/excludes companies before they can be considered Sustainable Investment

·BNPP AM’s DNSH and good governance screen in their Sustainable Investment definition considers additional PASI, through the exclusion of companies involved in large scale controversies, the exclusion of issuers with a weak ESG Score (decile 10), and the exclusion of issuers that are watch listed as per BNPP AM’s RBC policy.

·Overall, the PASI are closely related to BNPP AM’s internal ESG integration criteria in portfolios (through BNPP AM’s RBC and indicators used in the ESG scoring methodology).

·In addition, the sustainable investments made by articles 8 and/or 9 products consider and address or mitigate all the 14 mandatory corporate PASI, BNPP AM’s 3 selected voluntary corporate PASI and the two sovereign PASI based on the combination of the different pillars of BNPP AM’s Global Sustainability Strategy. For more details please refer to their public PASI disclosure statement here.

BNPP AM has developed its own methodology to identify financial products promoting social or environmental characteristics. A company qualifies as promoting social or environmental characteristics if:

•It has been identified as a Sustainable Investment

Or

•It has an ESG score above 50 and the contribution score to the Environmental or Social pillar is above. BNPP AM’s proprietary ESG scoring methodology further details how issuers ESG performance are rated.





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127883473]With respect to market data providers, BNPP AM select them using a two-step due diligence process. BNPP AM’s Quantitative Research Group begins by analyzing providers’ data sets, which includes examining the coverage of data and its quality, and a statistical review of estimation methodologies, among other items. At the same time, the Sustainability Centre performs a qualitative review of methodologies used and the relevance of selection criteria.

Once BNPP AM have selected a provider, the data sets are usually automatically uploaded to their IT systems. BNPP AM’s market data team oversees governance related to the relationship with the provider, and as part of this process, BNPP AM perform an annual review of BNPP AM’s market data contracts. ESG brokers are selected, monitored and assessed through a formal process organized by BNPP AM’s External Brokers department and formalized once a year by the Global Brokers Committee.

BNPP AM’s external specialized providers and what they offer are as follows:

• Sustainalytics provides BNPP AM with raw data metrics that BNPP AM use selectively to feed BNPP AM’s ESG scoring model. BNPP AM also use this provider for UNGC analysis and controversies offerings.

• S&P Trucost, CDP, Bloomberg, 427, TPI, SBTi and Climate Action 100+: BNPP AM use these data providers for BNPP AM’s climate change and physical risk analysis. Bloomberg and S&P Trucost also provide BNPP AM with corporate Scope 1 & 2 carbon emissions data.

• CDP, S&P Trucost, Forest 500, TRASE, SPOTT, FAIRR, and Iceberg Data Lab provide BNPP AM with water, deforestation and biodiversity metrics BNPP AM use to assess and report on the biodiversity footprints of BNPP AM’s portfolios and holdings.

• ISS and Proxinvest provide BNPP AM  with their governance research and data to feed BNPP AM’s ESG scoring model.

• Beyond Ratings provides BNPP AM with data and research used in BNPP AM’s ESG sovereign research and scoring framework.

• ESG and mainstream brokers provide BNPP AM with research papers and other market information.

• Factset provides BNPP AM with financial and enterprise value data

• Bloomberg provides BNPP AM with EU Taxonomy alignment rate data that BNPP AM use as part of BNPP AM’s Sustainable Investment definition

• BNPP AM has partnered with Matter to create a revenue-based SDG-alignment model for corporates leveraging Factset Hierarchy data which is used as part of the Sustainable Investment definition.

• CDP, Bloomberg, S&P Trucost, Factset, Sustainalytics & ISS is also used to source various Principle Adverse Impact (PAI) indicators.

Please note that corporate Scope 1 & 2 carbon emissions data sourced by Trucost contains some estimated values.



I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Despite the rapid increase in availability in recent years, ESG data is still relatively immature in particular when compared to mainstream financial data. Data availability presents an array of limitations in data processing and methodology development:

• Due to lack of significant historical data, it is common to observe methodologies and/or models being developed without or with limited back testing.

• ESG scores can be affected by data availability and companies with lower data availability are more likely to be assigned an “average” score.

• The assessment of the EU Taxonomy and SDG alignment of economic activities of some issuers is not taken into account in the datasets BNPP AM are currently using. Therefore, a complementary fundamental analysis process has been developed to complement BNPP AM’s current EU Taxonomy and SDG datasets.

An extra-financial approach may be implemented in a different way by management companies when setting investment management objectives for financial products, in particular in view of the absence of common or harmonized labels at European Level. This also means that it may be difficult to compare strategies integrating extra-financial criteria to the extent that the selection and weightings applied to select investments may be based on metrics that may share the same name but have different underlying meanings. In evaluating a security based on the extra-financial criteria,

the Investment Manager may also use data sources provided by external extra-financial research providers. Given the evolving nature of extra-financial field, these data sources may for the time be incomplete, inaccurate, unavailable or not updated. Applying responsible business conduct standards as well as extra-financial criteria in the investment process may lead to the exclusion of securities of certain issuers. Consequently, the Sub-Fund's performance may at times be better or worse than the performance of relatable funds that do not apply such standards. In addition, the proprietary methodologies used to take into account ESG non-financial criteria may be subject to reviews in the event of regulatory developments or updates that may lead, in accordance with the applicable regulations, to the increase or decrease of the classification of products, of the indicators used or of the minimum investment commitment levels set.

Finally, BNPP AM have embraced BNPP AM’s role as a ‘future maker’, using their ability to engage with companies and their investments to tackle three key issues: Energy transition, Environmental sustainability, and Equality & inclusive growth. These ‘3Es’ participate to the mitigation of sustainability risks by guiding BNPP AM’s strategic research, stewardship and thematic investing innovation. In 2022, BNPP AM published their net zero roadmap and the biodiversity footprint of their Corporates investments. BNPP AM’s ESG Research findings leverage multiple sources in order to enhance data coverage and analysis. BNPP AM’s ESG research is independent, not limited to ESG data providers and completed by direct contact and engagement with issuers. In addition, BNPP AM’s data strategy is designed to build historical datasets whilst BNPP AM strive to constantly assess the rapidly evolving ESG data landscape. These objectives provide BNPP AM with the necessary tools to further improve BNPP AM’s methodologies and overall data capabilities.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

BNPP AM performs an ESG analysis on the underlying assets through its proprietary ESG score composed of environmental, social and governance indicators. This ESG score is part of the investment decision process of the portfolio manager. Controls are carried out by the fund manager to ensure that commitments related to this ESG score are respected at any time. Independent controls are also carried out by the Risk function of BNPP AM to identify any potential breach which would be remedied following an escalation process.

BNPP AM apply a layer of data quality and control to the underlying metrics BNPP AM source from third parties to narrow BNPP AM’s focus to the indicators that BNPP AM deem to have sufficient coverage, quality and insight. When ESG updates are performed each ESG Sector Analyst performs quality and coherence controls on the main changes of companies in their sector.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk127883654]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Voting and engagement are key components of BNPP AM’s Global Sustainability Strategy and their investment decisions. Together, voting and engagement form one of the six pillars of  BNPP AM’s approach to sustainable investment and are fully embedded in BNPP AM’s Global Sustainability Strategy (GSS).

To ensure that these activities are effective, consistent and supportive of BNPP AM’s overall objectives as fiduciaries, they are not only rooted in BNPP AM’s GSS, but are amplified in their Stewardship Policy and their Governance and Voting Policy, each reviewed annually, revised as needed, and approved by the Sustainability Committee and the Proxy Voting Committee.

BNPP AM’s voting and engagement activities inform their investment decisions on a day-to-day basis, within the framework of their GSS and ESG integration guidelines. Similarly, BNPP AM’s engagement informs their ESG analysis and ratings of issuers.

BNPP AM use three tools — voting, engagement and public policy advocacy — to encourage companies to improve their performance and accountability on sustainability topics, and to urge policymakers to deliver legislation, regulation and standards that foster sustainable, equitable development. These activities help BNPP AM to better manage ESG risks in the near and long term, enhance BNPP AM’s knowledge and understanding as an investor and generate positive impact — all of which benefit their clients.

Liability risk is built into BNPP AM’s controversy tracking tool. Thus, all companies are monitored via a permanent flow of information from relevant sources (brokers, public data, media, etc.). In the event of controversy, ESG analysts may trigger a special monitoring procedure (by setting up a specific list). Portfolio managers are therefore alerted and any new purchase or increase in positions in this monitored security is prohibited until a new ESG recommendation is provided by ESG analysts. This process allows BNPP AM to maintain a maximum alert level when a controversy arises.

The more controversies a company faces, the greater the reputational risk for BNPP AM’s funds. All controversies are classified from level 1 (least serious) to level 5 (most important). The classification takes into account the impact of the incident (severity and number), the level of recurrence, responsibility and exceptionality, response and management by the company. A company is automatically penalized if it faces one or more level 3 or higher controversies.

If the controversy is extremely serious or has particularly negative consequences, the company could be excluded from BNPP AM’s investment universe. In addition, sectors most exposed to ESG controversies and scandals have structurally weaker ESG results in their rating system.

GOVERNANCE AND VOTING PRINCIPLES:

The following principles describe BNPP AM’s expectations of the public companies in which BNPP AM invest. BNPP AM believe that Environmental, Social and Governance (ESG) issues impact the value and reputation of entities in which BNPP AM invest, in addition to driving systemic risks and opportunities. BNPP AM are therefore committed to incorporating ESG standards into BNPP AM’s investment processes and voting criteria, in the long-term interests of their clients. These principles act as a guiding framework by which BNPP AM executes its ownership responsibilities.

1. FOCUS ON LONG-TERM SUSTAINABLE VALUE CREATION

Management bodies play a critical oversight role to ensure that companies deliver long-term sustainable value, meaning value that can be sustained over the long term, in line with the interests of society and the environment. Corporate governance practices should keep the board’s attention focused on this goal with a clear strategy that takes into account all key stakeholders. Boards should maintain an open dialogue with investors and be prepared to discuss their long-term plans for sustainable value creation.

2. PROTECT SHAREHOLDER RIGHTS

Shareholders play a key role in BNPP AM’s system of corporate accountability and value creation. BNPP AM’s rights as shareholders allow BNPP AM to take action to defend the interests of their clients, when companies underperform expectations. It is therefore critical that shareholder rights be preserved and, where necessary, strengthened:

· Companies should ensure that the rights of all investors are protected and should treat investors equitably, notably by respecting the principle of one share - one vote - one dividend.

· All shareholders should be given the opportunity to vote on all decisions concerning fundamental corporate changes.

· Capital increases should be carefully controlled to minimize dilution of existing shareholders.

· Anti-takeover devices should not be used.

· Shareholders should have opportunities to address material concerns, including through direct access to the proxy to nominate directors and through the submission of shareholder proposals.

3. ENSURE INDEPENDENT, EFFECTIVE AND ACCOUNTABLE BOARD STRUCTURE

There should be a sufficient counter-balancing structure at the board and its committees with a strong presence of qualified, engaged and independent directors to allow for effective oversight of management, with independent leadership. Formal evaluation of the board, executive sessions and succession plans should be in place. Directors should be elected annually, by a majority vote of shareholders. Board composition should include the expertise necessary to understand and address emerging risks facing the company and its key stakeholders.

4. ALIGN INCENTIVE STRUCTURES WITH LONG-TERM INTERESTS OF STAKEHOLDERS

Executive compensation plans should be aligned with the long-term performance of the company, and should discourage irresponsible risk-taking, strengthen employee loyalty, take into consideration their impact on inequality and aim to foster inclusive growth. They should include non-financial targets, including those relating to the key sustainability risks and opportunities presented by the company’s business model. Compensation programs should not restrict the company’s ability to attract and retain talented executives, and should respect best market practices. They should be disclosed to shareholders in a clear and thorough way, and be subject to shareholder approval.

5. ENSURE RESPECT FOR SOCIETY AND THE ENVIRONMENT

Long-term sustainable returns depend upon proactive and effective management of ESG risks and opportunities to ensure that growth does not come at the expense of social and environmental health and stability. As a sustainable investor, BNPP AM expect companies to understand the risks they face and the risks they create, as well as the opportunities that better ESG performance might bring to their businesses, and to act responsibly towards all stakeholders. All companies should strive to meet high corporate governance, environmental and social standards to protect stakeholders’ long-term interests.

6. DISCLOSE ACCURATE, ADEQUATE, AND TIMELY INFORMATION

Companies should ensure that timely and accurate disclosure is made on financial and operating results, ownership issues, lobbying activities and performance on key ESG issues, including full disclosure of greenhouse gas emissions and commitments to combat climate change. Corporate reporting should aim to provide investors with an accurate and holistic view of foreseeable risks to the company, as well as the company’s contribution to the health and stability of key social and environmental systems. Annual audits of the financial statements carried out on behalf of shareholders by independent external auditors should be required for all companies.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]No

[image: checkbox]Yes

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

The MSCI EUR HY SRI Sustainable Corporate Bond Index has been designated as a reference benchmark for the purpose of attaining the environmental or social characteristics promoted by the Fund. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

The environmental or social characteristics promoted by the Fund are directly linked to the ones of the reference benchmark as the investment objective of the Fund is to replicate the performance of the reference benchmark, including fluctuations, and to maintain the tracking-error between the Fund and the reference benchmark below 1.5%. 

The reference benchmark is rule-based and therefore continuously apply its methodology, including environmental or social characteristics. 

However, there is no guarantee that extra-financial filter or criteria is applied at any moment. For instance, between two index reshuffles, if a company were deemed to not fulfil anymore an ESG criteria, it may be excluded only at the next reshuffle following the index provider rules. 

How does the designated index differ from a relevant broad market index?

The reference benchmark incorporates environmental or social criteria in its asset allocation methodology whereas a relevant broad market index does not and is usually market-capitalization weighted.

Where can the methodology used for the calculation of the designated index be found?

The methodology used for the calculation of the reference benchmark can be found at: www.msci.com. 
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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary


This financial product promotes environmental or social characteristics, but does not have as its objective sustainable investment. Any further information regarding the sustainable investment of this financial product are indicated in the below section “No sustainable investment objective”.



All of the information concerning the binding elements of the investment strategy and the good governance policies are indicated in the below section “Investment strategy”.



The minimum proportion of investments used to meet the environmental or social characteristics promoted by the Fund has been set at the level of the minimum proportion of Sustainable Investments and is equal to 30%.



The monitoring of environmental or social characteristics for the Sub-Fund is ensured through a dedicated two-layers control framework.



The Investment Manager’s internal guidelines have been defined and implemented to classify products under article 8 (promotion of environmental and/or social characteristics) of SFDR.



The classification entails the follow-up of sustainability indicators used to measure the attainment of each of those environmental or social characteristics promoted by the financial product.



On one hand, investment teams carried out daily controls within Front Office systems to ensure that the features attached to article 8 sustainability indicators are follow-up at any time.



On the other hand, independent risk function also performs second level of controls on a daily basis to spot any breach which are dealt with under an escalation procedure.



All the methodologies used to measure how the social or environmental characteristics promoted by the financial product are met are indicated in the below section "Methodologies for environmental or social characteristics".



Any information relating to data sources used to attain each of the environmental or social characteristics promoted by the financial product, the measures taken to ensure data quality, how data are processed and the proportion of data that are estimated can be used in the below section "Data sources and processing".



Any limitation to the methodologies and data sources referred above and how such limitations do not affect how the environmental or social characteristics promoted by the financial product are met can be found in the section "Limitations to methodologies and data".



For passively managed products BNP Paribas Asset Management (BNPP AM) performs due diligence on the index methodology and ESG research.

Independent controls are also carried out by the Risk function of BNPP AM to identify any potential breach which would be remedied following an escalation process.

Any further information describing the due diligence carried out on the underlying assets of the financial product can be found in the below section "Due Diligence".



Any information regarding the engagement policies implemented by this financial product can be found in the below section “Engagement policies”.



No reference benchmark has been designated for the purpose of attaining the environmental or social characteristics promoted by the financial product.





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments made by the Fund are to finance companies that contribute to environmental and/or social objectives through their products and services, as well as their sustainable practices. 

The Manager is using, as of the date of this document, the Investment Manager’s internal methodology to determine sustainable investments. Such methodology integrates several criteria into its definition of sustainable investments that are considered to be core components to qualify a company as sustainable. These criteria are complementary to each other. In practice, a company must meet at least one of the criteria described below in order to be considered as contributing to an environmental or social objective: 

1. A company with an economic activity aligned with the EU Taxonomy objectives; 

2. A company with an economic activity contributing to one or more United Nations Sustainable Development goals (UN SDG) targets; 

3. A company operating in high GHG emission sector that is transitioning its business model to align with the objective of maintaining the global temperature rise below 1.5°C; 

4. A company with best-in-class environmental or social practices compared to its peers within the relevant sector and geographical region. 

Green bonds, social bonds and sustainability bonds issued to support specific environmental and/or social projects are also qualified as sustainable investments provided that these debt securities receive an investment recommendation “POSITIVE” or “NEUTRAL” from the Investment Manager’s ESG research and analysis department, i.e. the “Sustainability Centre”, following the issuer and underlying project assessment based on a proprietary Green/Social/Sustainability Bond Assessment methodology. 

Companies identified as a sustainable investment should not significantly harm any other environmental or social objectives (the Do No Significant Harm “DNSH” principle) and should follow good governance practices. The Investment Manager uses its proprietary methodology and/or relies on information provided by the reference benchmark administrator to assess all companies against these requirements. 

More information on the internal methodology can be found on the website of the Investment Manager: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com). 

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments that the Fund partially intends to make should not significantly harm any environmental or social objective (DNSH principle). In this respect, for such sustainable investments, the Investment Manager commits to consider principal adverse impacts on sustainability factors by taking into account indicators for adverse impacts as defined in SFDR, and to not invest in companies that do not meet their fundamental obligations in line with the OECD Guidelines and the UN Guiding Principles on Business and Human Rights.

How does this financial product take into account principal adverse impacts on sustainability factors?

How indicators for adverse impacts on sustainability factors are taken into account depends on the ESG methodology of the reference benchmark tracked by the Fund and used for the purpose of attaining the environmental or social characteristics promoted by the Fund. 

The Investment Manager ensures that throughout its investment process, the Fund takes into account principal adverse impact indicators by analysing within the investment process those indicators in respect of the sustainable investment pillars defined in the Investment Manager Global Sustainability Strategy (GSS) and as further detailed below in this document and/or by relying on the ESG methodology and disclosures of the reference benchmark administrator. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments of the Fund exclude issuers that are in violation or at risk of violation of the UN Global Compact Principles, OECD Guidelines for Multinational Enterprises and UN Guiding Principles on Business & Human Rights, including the principles and rights set out in the eight fundamental conventions identified in the Declaration of the International Labour Organisation on Fundamental Principles and Rights at Work and the International Bill of Human Rights. This assessment is conducted within the Investment Manager’s Sustainability Centre on the basis of internal analysis and information provided by external experts, and in consultation with BNP Paribas Group CSR Team.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The financial product (the “Fund”) promotes environmental and social characteristics by assessing underlying investments against Environmental, Social, and Governance (ESG) criteria using the methodology of the index provider. As such, the Fund is exposed to issuers that demonstrate superior or improve environmental and social practices, while implementing robust corporate governance practices within.

The Fund aims to improve its ESG profile compared to its investment universe. 

The ESG performance of an issuer is evaluated against a combination of environmental, social and governance factors which include but not limited to: 

· Environmental: energy efficiency, reduction of emissions of greenhouse gases (GHG), treatment of waste; 

· Social: respect of human rights and workers’ rights, human resources management (workers’ health and safety, diversity); 

· Governance: Board of Directors independence, managers’ remuneration, respect of minority shareholders rights. 

The exclusion criteria are applied with regard to issuers that are in violation of international norms and convention, or operate in sensitive sectors as defined by external data providers. 

The MSCI EUR IG SRI Sustainable ex Fossil Fuel (1-3y) Corporate Bond Index, administrated by MSCI Limited, has been designated as a reference benchmark for the purpose of attaining the environmental or social characteristics promoted by the Fund.

D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve total returns. 

The Fund seeks to achieve its investment objective by tracking the performance of the MSCI EUR IG SRI Sustainable ex Fossil Fuel (1-3y) Corporate Bond Index while minimising as far as possible the tracking error between the Fund’s performance and that of this ndex. 

The index is a fixed-rate, investment-grade corporate bond benchmark that includes issuers with MSCI ESG Ratings of BBB or higher and excludes issuers that are involved in business activities that are restricted according to pre-defined Business Involvement Screens. Issuers are screened for levels of involvement expressed in terms of % of associated revenue and may relate to activities pertaining to adult entertainment, alcohol, gambling, tobacco, conventional weapons, civilian firearms, nuclear weapons, controversial weapons, nuclear power, thermal coal, fossil fuels and genetically modified organisms. To be eligible, bonds must have up to, but not including, 3 years remaining to maturity. The index excludes issuers with any Fossil Fuel ties. 

The elements of the investment strategy to attain the environmental or social characteristics promoted by this Fund as described below are systematically integrated throughout the investment process. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

· The Fund shall comply with the reference benchmark minimum ESG rating standards and controversial business involvement exclusion criteria. 

· The Fund shall have at least 90% of its investment strategy underlying securities covered by the ESG analysis based on the index provider methodology. 

· The Fund should invest a proportion of its assets in “sustainable investments” as defined in Article 2 (17) of SFDR and as disclosed in the asset allocation below. 

There is no guarantee that extra-financial filter or criteria is applied at any moment. For instance, between two index reshuffles, if a company were deemed to not fulfil anymore an ESG criteria, it may be excluded only at the next reshuffle following the index provider rules.

What is the policy to assess good governance practices of the investee companies?

The reference benchmark ESG scoring framework assesses corporate governance such as sound management structures, employee relations, remuneration of staff and tax compliance through a core set of standard key performance indicators that look especially at board, pay, ownership and control, and accounting practices. 

Further information on the reference benchmark, its composition, calculation and rules for periodical review and rebalancing and on the general methodology behind the MSCI indices can be found on www.msci.com. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

The Fund does not commit to a minimum rate of reduction of the scope of investments prior to the application of its investment strategy. 

Does this financial product consider principal adverse impacts on sustainability factors?
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Yes, the Fund considers principal adverse impacts on sustainability factors. In order for the Investment Manager to determine which PAI is considered and addressed or mitigated, ESG methodology and disclosures of the reference benchmark and/or the index provider are used. 

The policy framework in order to analyse how principle adverse impacts are considered for the Fund mainly relies on both of the following pillars: 



1. Analysis of the embedded exclusion process of the reference benchmark, leading the investment strategy to remove industries and behaviours that present a high risk of adverse impacts in violation of international norms and conventions and issuers that are involved in activities presenting an unacceptable risk to society and/or the environment; 

2. How the ESG ratings used throughout the investment process include in their methodology consideration of principal adverse impacts on sustainability factors, and to what extent those ratings are used in the investment strategy; 



More detailed information on the manner in which the Investment Manager considers principal adverse impacts of investment decisions on sustainability factors taking due account of the size, the nature and scale of its activities and the types of financial products managed can be found in the Investment Manager’s SFDR disclosure statement: sustainability risk integration and Principal Adverse Impacts considerations. 

In addition, information on how the principal adverse impacts on sustainability factors have been considered over the year will be available in the annual report of the Fund.





E. Proportion of Investments



What is the planned asset allocation for this financial product?

The investments used to meet the environmental or social characteristics promoted by the Fund in accordance with the binding elements of its investment strategy represent the proportion of assets with either

1) a positive ESG score and either a positive E score or a positive S score or

2) being Sustainable Investments according to the Investment Manager’s ESG proprietary methodology.

However, the minimum proportion of investments used to meet the environmental or social characteristics promoted by the Fund has been set at the level of the minimum proportion of Sustainable Investments and is equal to 30%. For the avoidance of doubt, such a proportion is solely a minimum commitment and the real percentage of the investments of the Fund that attained the promoted environmental or social characteristics will be available in the annual report.

The minimum proportion of sustainable investments of the Fund is 30%.

The remaining proportion of the investments is mainly used as described below.
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#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product. 

#2Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments. 

The category #1 Aligned with E/S characteristics covers: 

· The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives. 

· The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments. 

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Financial derivative instruments may be used for efficient portfolio management and hedging purposes. These instruments are not used to attain the environmental or social characteristics promoted by the Fund. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The extent to which sustainable investments with an environmental objective are aligned with the EU Taxonomy and that contribute to the environmental objectives climate change mitigation, climate change adaptation, the sustainable use and protection of water and marine resources, the transition to a circular economy, pollution prevention and control and/or the protection and restoration of biodiversity and ecosystems are disclosed in the two graphs below. Even if the investment objective of the Fund falls within the framework of the environmental objectives defined by the Taxonomy Regulation, all the economic activities related to this objective are not necessarily covered by the latter. 



In addition, taxonomy alignment data is still not yet communicated or published and the activities of certain issuers require additional fundamental analysis in order to be accounted for and are therefore not taken into account by the taxonomy data that we use. 



The Investment Manager is currently improving its Taxonomy-alignment data collection to ensure the accuracy and suitability of its Taxonomy sustainability-related disclosures. Further subsequent prospectus updates will be made accordingly. 



Economic activities that are not recognised by the Taxonomy Regulation are not necessarily environmentally harmful or unsustainable. In addition, all activities that can make a substantial contribution to environmental as well as social objectives are not yet part of the Taxonomy Regulation. [image: ]

What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy is 0%. 

The investment strategy of the Fund is not to prevent investments in taxonomy-aligned activities. As such, the commitment within the Fund to invest in activities not aligned with the EU Taxonomy is minimal. 

What is the minimum share of socially sustainable investments?

The minimum share of socially sustainable investments within the Fund is 0%. 

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining proportion of the investments may include the proportion of assets that do not attain the following standards established by the Investment Manager: 1) a positive ESG score and either a positive E score or a positive S score or 2) being Sustainable Investment according to the Investment Manager’s ESG proprietary methodology or instruments which are mainly used for liquidity, efficient portfolio management, and/or hedging purposes. 

Those investments are made in compliance with the Investment Manager’s internal processes, including the risk management policy and the Investment Manager’s Responsible Business Conduct policy when applicable as minimum environmental or social safeguards. The risk management policy comprises procedures as are necessary to enable the management company to assess for each financial product it manages the exposure of that product to market, liquidity, sustainability and counterparty risks.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The following sustainability indicators are used to measure the attainment of the environmental and social characteristics promoted by the Fund, and are based on the reference benchmark ESG methodology: 

· The percentage of the Fund’s portfolio compliant with the reference benchmark minimum ESG ratings standards and controversial business involvement exclusion criteria; 

· The percentage of the Fund’s assets covered by the ESG analysis based on the index provider ESG methodology; 

· The percentage of the Fund’s portfolio invested in “sustainable investments” as defined in Article 2 (17) of SFDR. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The monitoring of environmental or social characteristics for article 8 products is ensured through a dedicated two-layers control framework.

BNP’s internal guidelines have been defined and implemented to classify products under article 8 (promotion of environmental and/or social characteristics) of SFDR.

The classification of products in these two categories entails the follow-up of sustainability indicators used to measure the attainment of each of those environmental or social characteristics promoted by the financial product.

On the one hand, investment teams carried out daily controls within Front Office systems to ensure that the features attached to article 8 sustainability indicators are followed-up at all times.

On the other hand, independent risk function also performs second level of controls on a daily basis to spot any breach which are dealt with under an escalation procedure.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

BNPP AM is working towards a world where all investing is responsible: investing responsibly is not just about embracing the social values and global concerns the company shares with its clients, it is about investing in a brighter future that delivers long-term rewards for both its clients and future generations.

BNPP AM acknowledges the importance of its role in representing the interests of its clients to the management teams of the companies in which they invest. Being long-term investors enables the development of productive relationships, allowing scope to engage on the issues that are most relevant to the Investment Manager’s investment cases.

In 2019, the Investment Manager has enhanced its investment philosophy with the development of a set of six investment beliefs focused on sustainability:

1. BNPP AM are long-term, forward-looking investors:

The Investment Manager analyse the past in order to better anticipate future developments while considering the economic model which will best serve BNPP AM in the long term – one focused on low-carbon, sustainable and inclusive growth.

2. BNPP AM’s fiduciary duty is aligned with sustainable investment:

BNPP AM have a duty to their clients to make well-informed investment decisions, taking reputational, operational and financial risks into careful consideration. ESG factors are a key element of this.

3. Stewardship is an opportunity and an obligation:

As long-term investors, BNPP AM believe that they should use stewardship (which encompasses proxy voting, company engagement and policy advocacy), to influence companies and the world for the better. They believe that engagement is generally more effective than exclusion – although divestment can be a last resort.

4. ESG integration helps achieve better risk-adjusted returns:

Sustainability is a long-term driver of investment risks and returns. BNPP AM believe sustainability is imperfectly understood, under-researched and inefficiently priced, with inconsistent levels of disclosure.

Against this background, BNPP AM will make better investment decisions through systematically and explicitly integrating ESG factors into investment analysis and decision-making.

5. A sustainable economic future relies on sustainable investment practices:

The way BNPP AM invest and engage with companies and regulators can help shape the world around us. Managing ESG risks will help promote greater market stability and more sustainable long-term growth while delivering the same, or better, financial returns.

6. Walking the talk is critical to achieving excellence:

As a sustainable asset manager, the Investment Manager’s corporate practices and disclosures should match or exceed the standards BNPP AM expect from the entities in which they invest. That is why this is a priority. BNPP AM are exploring how they can integrate sustainability considerations more fully across all aspects of their business, from how they manage both energy use and waste disposal at their facilities, to gender equality within BNPP AM’s workforce, and by providing ample time and opportunity for their employees to engage in volunteer work.



The components of BNPP AM’s sustainability approach:

In a fast changing world, BNPP AM’s focus is on achieving long-term sustainable returns for clients. In line with this, BNPP AM is committed to integrating sustainability matters across as many strategies as possible.

The BNPP AM 'Global Sustainability Strategy' details the approach to sustainability, setting clear objectives and commitments, and focusing on three key sustainability themes: Energy transition, the Environment and Equality and inclusive growth (the ‘3Es’).

It reinforces the commitment to invest for the long term, engage with companies and regulators to promote best practice, and raise awareness of the role that finance can play in achieving a sustainable world.

The strategy to improve sustainability is built on six pillars, four of which are systematically implemented across BNPP AM’S investment strategies. This approach strengthens the way they invest, including how they generate investment ideas, construct optimal portfolios, control for risk and use their influence with companies and markets. It is designed to respond to the diverse needs of a broad client base while protecting their interests.



The six pillars of BNPP AM’s approach:

1. ESG integration

BNPP AM integrate ESG factors throughout their investment processes. From investment philosophy, research and idea generation, to portfolio construction and risk management, as well as engagement, voting, disclosure and reporting.

Examples of guidelines include, but are not limited to:

BNPP AM will not invest in a public entity without an ESG score, or performing qualitative ESG analysis in the absence of an ESG rating;

BNPP AM should aim to hold portfolios with more positive ESG characteristics than their respective investment universe;

As a last resort, BNPP AM may divest from weakly rated entities which do not respond to engagement, and which show no sign that they will place greater emphasis on sustainability considerations in the future;

Holdings of weakly-rated public entities will need to be justified by additional documented qualitative analysis integrating ESG factors;

Some of BNPP AM’s financial product should aim to have a lower carbon footprint than their respective investment universe.

2. Stewardship

BNPP AM are committed to their role as an efficient and diligent steward of the assets their clients entrust them with, and since 2012, they have engaged with the companies they invest in on ESG factors, adopting best practices and greater transparency.

BNPP AM are thoughtful and diligent investors in companies, and have detailed proxy-voting and engagement guidelines on a range of ESG issues.

BNPP AM have three Heads of Stewardship & Engagement roles, for EMEA, the Americas and the Asia Pacific region, who lead their stewardship activities in these regions, including direct corporate engagement and proxy voting, working with policymakers on key issues relating to sustainable finance and investment, and representing BNPP AM in regional ESG investor networks.

Collective engagements:

Recognising that there is a real opportunity to make a difference by sharing knowledge and resources, BNPP AM participates with the wider investment community in a number of ways. For instance, BNPP AM have worked alongside other global investors and publicly supported a series of statements and pledges. BNPP AM also promotes the efficient management of environmental issues, proposing innovative ideas to leading policy makers and contributing to the development of impact investing.

BNPP AM are committed to promoting ESG on an industry-wide scale through the organisation of, or participation in, sustainable investment forums worldwide, and the publication of articles and dedicated newsletters, for instance on BNPP AM’s ViewPoint website. In terms of ESG initiatives, BNPP AM currently participate in over 40 collective engagement initiatives.

Individual engagements:

Creating a dialogue with the companies BNPP AM invest in provides them with another opportunity to foster environmentally responsible practices. In particular, BNPP AM strive to engage with the companies they consider being at risk because their practices or strategy might undermine their ability to perform well financially due to their exposure to climate change risks. For example, BNPP AM’s engagement strategy aims to improve companies’ carbon disclosure, their overall environmental performance, and their understanding of what actions companies are taking to align themselves with the goal of a well below 2°C scenario.

3. Responsible business conduct expectations and product-based exclusions

BNPP AM expect companies to meet their fundamental obligations in the areas of human and labour rights, protecting the environment and ensuring anti-corruption safeguards, wherever they operate, in line with the UN Global Compact Principles and the OECD Guidelines for Multinational Enterprises. BNPP AM engage with companies where they fall short, excluding the worst offenders from BNPP AM’s investment universe.

BNPP AM have a series of sector policies that set out the conditions for investing in particular sectors, guiding BNPP AM’s screening requirements and engagement. 

BNPP AM have another set of policies that commit them to exclude particular sectors or activities (tobacco, unconventional oil and gas, coal, controversial weapons or asbestos), as BNPP AM deem them to be in violation of international norms, or to present unacceptable harm to society or the environment, without counterbalancing benefits. These are generally sectors where engagement makes little sense, as creating real impact is likely to be impossible.

BNPP AM’s full approach is documented in their RBC Policy (Responsible Business Conduct Policy), available on their website: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com)

4. Forward-looking perspective - the 3E's

BNPP AM have identified three critical pre-conditions for a more sustainable and inclusive economic system: 

Energy transition to a low carbon economy;

Environmental sustainability;

Equality and inclusive growth.

Together, these ‘3Es’ represent the pathway to the economic sustainability that enables us, as investors, to safeguard long-term returns.

In considering their approach to these challenging topics, BNPP AM have a range of tools at hand. These include investment, divestment, stewardship and integration:

BNPP AM can invest in the companies and sectors that are part of the solution, encouraging their growth and benefiting from their success through BNPP AM’s allocation of capital.

BNPP AM can divest from those companies that BNPP AM believe are at risk from inevitable structural changes, and whose behaviour is too much at variance with BNPP AM’s own beliefs and investor preferences.

BNPP AM can exercise investor stewardship – through BNPP AM’s proxy voting and engagement activity with companies – and via BNPP AM’s discussions with policymakers, regulators and governments.

BNPP AM integrate their knowledge and perspectives on the ‘3Es’ into investment processes across asset classes. This optimises BNPP AM’s ability to make well-informed decisions – particularly in a world with imperfect information and varied levels of knowledge – thus helping to protect and enhance investment outcomes for clients.

Together, these steps allow BNPP AM to optimise their portfolio-level decisions, help shape the debate and align BNPP AM’s total investments with the economy of the future. To guide BNPP AM’s actions over the coming years, BNPP AM have identified a set of targets and key performance indicators for each of the ‘3Es’. Recognising the importance of getting these aspects right, in most cases BNPP AM take a staged approach to establishing them – measuring first BNPP AM’s exposure before committing to targets.

The selection of sub-themes, targets and KPIs described below is the result of a combination of factors. The areas BNPP AM have selected are those where BNPP AM believe BNPP AM can have the biggest impact and apply more leverage to foster change, but also where there are enough data and tools to act, monitor and report.

BNPP AM report on their approach annually in their sustainability report available on Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

For further information on BNPP AM’s sustainability roadmap, please refer to their Global Sustainability Strategy on their website.

 

ESG SCORING PROCESS:

In this framework, BNPP AM scores more than 13 000 issuers of securities using a four-step process. The scores are made available internally to facilitate ESG integration, investment stewardship and more.

1- ESG metric selection and weighting

To arrive at ESG scores that provide useful insights, BNPP AM select metrics using three criteria:

•	Materiality: BNPP AM reward companies that score highly on ESG issues that are material to their business, based on the expertise from BNPP AM’s Sustainability Centre as well as frameworks such as SASB and empirical studies.

•	Measurability and insight: BNPP AM prefer insightful performance metrics over policies or programs.

•	Data quality and availability: BNPP AM favour metrics for which data is of reasonable quality and readily available so that BNPP AM can compare issuers fairly. BNPP AM use numerous research inputs and data sources (e.g. Sustainalytic, ISS & Trucost) to determine companies ESG scores.

The metrics BNPP AM use are a blend of common and sector-specific.

2- ESG assessment vs. peers

BNPP AM’s assessment is primarily sector-relative, reflecting the fact that ESG risks and opportunities are not always comparable between sectors and regions. For instance, health & safety is less important for an insurance company than a mining company.

The 13 000+ companies under coverage are therefore divided into 20 sector groups and 4 geographical areas, leading to 80 ESG scoring peer groups of geographical and sector peers.

Each issuer starts with a baseline ‘neutral’ score of 50. BNPP AM then sum its score for each of the three ESG pillars – Environmental, Social and Governance. An issuer receives a positive score for a pillar if it performs better than the average of its peer group. If it performs below average, it receives a negative score.

However, two universal issues that impact all companies are not scored relative to peers, introducing a deliberate ‘tilt’ for the most exposed sectors. These are:

•	Carbon emissions – As the world faces an absolute carbon emissions problem, BNPP AM implement an absolute carbon emission measure, creating a positive bias towards issuers and sectors with lower carbon emissions.

•	Controversies – Sectors that are more prone to ESG controversies have slightly lower scores, reflecting increased risk (‘headline’, reputational or financial risk).

The overall result is a quantitative ESG score that ranges from zero to 99, with the ability to see how each ESG pillar has added to or detracted from the company’s final score.

3- Qualitative review

In addition to proprietary quantitative analysis, BNPP AM also integrate information from third-party sources, their Sustainability Centre’s in-depth research on material issues (e.g. climate change) and BNPP AM’s investment teams’ knowledge and interaction with issuers.

4- Final ESG score

Combining both qualitative and quantitative inputs, BNPP AM reach an ESG score ranging from zero to 99, with issuers ranked in deciles against peers. Issuers that are excluded from investment through BNPP AM’s Responsible Business Conduct policy are assigned a score of 0.

Going forward, some product intend to invest part of their assets in sustainable investments in the meaning of art.2 (17) of SFDR.

The objectives of sustainable investments are to finance companies that contribute to environmental and/or social objectives through their products and services, as well as their sustainable practices. 

BNP PARIBAS ASSET MANAGEMENT’s internal methodology integrates several criteria into its definition of sustainable investments that are considered to be core components to qualify a company as sustainable. These criteria are complementary to each other. In practice, a company must meet at least one of the criteria described below in order to be considered as contributing to an environmental or social objective:

1.	A company with an economic activity aligned with the EU Taxonomy objectives. A company can qualify as sustainable investment in case it has more than 20% of its revenues aligned with the EU taxonomy. A company qualifying as sustainable investment through this criteria can contribute to the following environmental objectives: sustainable forestry, environmental restoration, sustainable manufacturing, renewable energy, water supply, sewerage, waste management and remediation, sustainable transportation, sustainable buildings, sustainable information and technology, scientific research for sustainable development;

2.	A company with an economic activity contributing to one or more United Nations Sustainable Development goals (UN SDG) targets. A company can qualify as sustainable investment in case it has more than 20% of its revenues aligned with the SDGs and less than 20% of its revenues misaligned with the SDGs. A company qualifying as sustainable investment through this criteria can contribute to the following objectives:

a.	Environmental: sustainable agriculture, sustainable management of water and sanitation, sustainable and modern energy, sustainable economic growth, sustainable infrastructure, sustainable cities, sustainable consumption and production patterns, fight against climate change, conservation and sustainable use of oceans, seas and marine resources, protection, restoration and sustainable use of terrestrial ecosystems, sustainable management of forests, fight against desertification, land degradation and biodiversity loss

b.	Social: no poverty, zero hunger, food security, healthy lives and well-being at all ages, inclusive and equitable quality education and lifelong learning opportunities, gender equality, women and girls empowerment, availability of water and sanitation, access to affordable, reliable and modern energy, inclusive and sustainable economic growth, full and productive employment and decent work, resilient infrastructure, inclusive and sustainable industrialization, reduced inequality, inclusive, safe and resilient cities and human settlements, peaceful and inclusive societies, access to justice and effective, accountable and inclusive institutions, global partnership for sustainable development;

3.	A company operating in high GHG emission sector that is transitioning its business model to align with the objective of maintaining the global temperature rise below 1.5°C. A company qualifying as sustainable investment through this criteria can contribute to the following environmental objectives: GHG emissions reduction, fight against climate change;

4.	A company with best-in-class environmental or social practices compared to its peers within the relevant sector and geographical region. A company with a contribution score above 10 on the Environmental or Social pillar qualifies as best performer. A company qualifying as sustainable investment through this criteria can contribute to the following objectives:

a.	Environmental: fight against climate change, environmental risk management, sustainable management of natural resources, waste management, water management, GHG emissions reduction, renewable energy, sustainable agriculture, green infrastructure

b.	Social: health and safety, human capital management, good external stakeholder management (supply chain, contractors, data), business ethics preparedness, good corporate governance

Green bonds, social bonds and sustainability bonds issued to support specific environmental and/or social projects are also qualified as sustainable investments provided that these debt securities receive an investment recommendation “POSITIVE” or “NEUTRAL” from the Sustainability Center following the issuer and underlying project assessment based on a proprietary Green/Social/Sustainability Bond Assessment methodology.

Companies identified as a sustainable investment should not significantly harm any other environmental or social objectives (the Do No Significant Harm “DNSH” principle) and should follow good governance practices. BNP PARIBAS ASSET MANAGEMENT uses its proprietary methodology to assess all companies against these requirements.

More information on the internal methodology can be found on the following website: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

Once issuers have been identified as a Sustainable Investment, the regulation requires an assessment that the issuer does not significantly harm (DNSH) any other environmental or social objectives and follows good governance practices. Therefore, the following exclusion filters have been added. Issuers should:

1. Not significantly harm any other environmental or social objective: DNSH is identified in the following ways:

-Companies involved in large scale controversies could be seen as detracting from environmental and social goals regardless of their positive contributions. BNPP AM uses controversy data provided by Sustainalytics.

-do not have a weak ESG score: issuers which are ranked decile ten against their peer group in BNPP AM’s internal ESG scoring framework cannot be considered as “Sustainable Investments”. 

-not be included on BNPP AM’s watchlist: BNPP AM’s Responsible Business Conduct policy establishes a watchlist of issuers that are at risk of breaching ESG standards and with whom BNPP AM engage in a dialogue to encourage improvements. An issuer included in BNPP AM’s watchlist cannot be considered as “Sustainable Investments”.

2. follow good governance practices : BNPP AM uses its proprietary ESG scoring methodology which is split out into an Environmental, Social and Governance score. Issuers with a Governance score below 10, are removed and are not considered as “Sustainable Investment”.

As per the clarifications on the ESAs’ draft RTS under SFDR published on June 2nd, 2022, the use of the Principal Adverse Sustainability Indicators (PASI) is mandatory to demonstrate that an investment does not significantly harm any other environmental or social objectives. All the 14 mandatory PASI and BNPP AM’s 3 selected voluntary PASI for Corporates are covered in BNPP AM’s Sustainable Investment definition via the following channels:

·Several PASI are taken into account via BNPPAM’s approach to ESG integration. For instance, carbon emissions and board gender diversity are integrated factors in BNPP AM’s ESG scoring model which underpins the E and S pillar inclusion criteria in BNPP AM’s Sustainable Investment definition.

·Several PASI are taken into account via BNPPAM’s RBC policy e.g. coal and other fossil fuel involvement and controversial weapon involvement. BNPP AM’s RBC policy is applied universally across their portfolios and assesses/excludes companies before they can be considered Sustainable Investment

·BNPP AM’s DNSH and good governance screen in their Sustainable Investment definition considers additional PASI, through the exclusion of companies involved in large scale controversies, the exclusion of issuers with a weak ESG Score (decile 10), and the exclusion of issuers that are watch listed as per BNPP AM’s RBC policy.

·Overall, the PASI are closely related to BNPP AM’s internal ESG integration criteria in portfolios (through BNPP AM’s RBC and indicators used in the ESG scoring methodology).

·In addition, the sustainable investments made by articles 8 and/or 9 products consider and address or mitigate all the 14 mandatory corporate PASI, BNPP AM’s 3 selected voluntary corporate PASI and the two sovereign PASI based on the combination of the different pillars of BNPP AM’s Global Sustainability Strategy. For more details please refer to their public PASI disclosure statement here.

BNPP AM has developed its own methodology to identify financial products promoting social or environmental characteristics. A company qualifies as promoting social or environmental characteristics if:

•It has been identified as a Sustainable Investment

Or

•It has an ESG score above 50 and the contribution score to the Environmental or Social pillar is above. BNPP AM’s proprietary ESG scoring methodology further details how issuers ESG performance are rated.



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

With respect to market data providers, BNPP AM select them using a two-step due diligence process. BNPP AM’s Quantitative Research Group begins by analyzing providers’ data sets, which includes examining the coverage of data and its quality, and a statistical review of estimation methodologies, among other items. At the same time, the Sustainability Centre performs a qualitative review of methodologies used and the relevance of selection criteria.

Once BNPP AM have selected a provider, the data sets are usually automatically uploaded to their IT systems. BNPP AM’s market data team oversees governance related to the relationship with the provider, and as part of this process, BNPP AM perform an annual review of BNPP AM’s market data contracts. ESG brokers are selected, monitored and assessed through a formal process organized by BNPP AM’s External Brokers department and formalized once a year by the Global Brokers Committee.



BNPP AM’s external specialized providers and what they offer are as follows:



• Sustainalytics provides BNPP AM with raw data metrics that BNPP AM use selectively to feed BNPP AM’s ESG scoring model. BNPP AM also use this provider for UNGC analysis and controversies offerings.

• S&P Trucost, CDP, Bloomberg, 427, TPI, SBTi and Climate Action 100+: BNPP AM use these data providers for BNPP AM’s climate change and physical risk analysis. Bloomberg and S&P Trucost also provide BNPP AM with corporate Scope 1 & 2 carbon emissions data.



• CDP, S&P Trucost, Forest 500, TRASE, SPOTT, FAIRR, and Iceberg Data Lab provide BNPP AM with water, deforestation and biodiversity metrics BNPP AM use to assess and report on the biodiversity footprints of BNPP AM’s portfolios and holdings.



• ISS and Proxinvest provide BNPP AM with their governance research and data to feed BNPP AM’s ESG scoring model.



• Beyond Ratings provides BNPP AM with data and research used in BNPP AM’s ESG sovereign research and scoring framework.



• ESG and mainstream brokers provide BNPP AM with research papers and other market information.



• Factset provides BNPP AM with financial and enterprise value data



• Bloomberg provides BNPP AM with EU Taxonomy alignment rate data that BNPP AM use as part of BNPP AM’s Sustainable Investment definition



• BNPP AM has partnered with Matter to create a revenue-based SDG-alignment model for corporates leveraging Factset Hierarchy data which is used as part of the Sustainable Investment definition



• CDP, Bloomberg, S&P Trucost, Factset, Sustainalytics & ISS is also used to source various Principle Adverse Impact (PAI) indicators.



Please note that corporate Scope 1 & 2 carbon emissions data sourced by Trucost contains some estimated values.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Despite the rapid increase in availability in recent years, ESG data is still relatively immature in particular when compared to mainstream financial data. Data availability presents an array of limitations in data processing and methodology development:

• Due to lack of significant historical data, it is common to observe methodologies and/or models being developed without or with limited back testing.

• ESG scores can be affected by data availability and companies with lower data availability are more likely to be assigned an “average” score.

• The assessment of the EU Taxonomy and SDG alignment of economic activities of some issuers is not taken into account in the datasets BNPP AM are currently using. Therefore, a complementary fundamental analysis process has been developed to complement BNPP AM’s current EU Taxonomy and SDG datasets.

An extra-financial approach may be implemented in a different way by management companies when setting investment management objectives for financial products, in particular in view of the absence of common or harmonized labels at European Level. This also means that it may be difficult to compare strategies integrating extra-financial criteria to the extent that the selection and weightings applied to select investments may be based on metrics that may share the same name but have different underlying meanings. In evaluating a security based on the extra-financial criteria,

the Investment Manager may also use data sources provided by external extra-financial research providers. Given the evolving nature of extra-financial field, these data sources may for the time be incomplete, inaccurate, unavailable or not updated. Applying responsible business conduct standards as well as extra-financial criteria in the investment process may lead to the exclusion of securities of certain issuers. Consequently, the Sub-Fund's performance may at times be better or worse than the performance of relatable funds that do not apply such standards. In addition, the proprietary methodologies used to take into account ESG non-financial criteria may be subject to reviews in the event of regulatory developments or updates that may lead, in accordance with the applicable regulations, to the increase or decrease of the classification of products, of the indicators used or of the minimum investment commitment levels set.

Finally, BNPP AM have embraced BNPP AM’s role as a ‘future maker’, using their ability to engage with companies and their investments to tackle three key issues: Energy transition, Environmental sustainability, and Equality & inclusive growth. These ‘3Es’ participate to the mitigation of sustainability risks by guiding BNPP AM’s strategic research, stewardship and thematic investing innovation. In 2022, BNPP AM published their net zero roadmap and the biodiversity footprint of their Corporates investments. BNPP AM’s ESG Research findings leverage multiple sources in order to enhance data coverage and analysis. BNPP AM’s ESG research is independent, not limited to ESG data providers and completed by direct contact and engagement with issuers. In addition, BNPP AM’s data strategy is designed to build historical datasets whilst BNPP AM strive to constantly assess the rapidly evolving ESG data landscape. These objectives provide BNPP AM with the necessary tools to further improve BNPP AM’s methodologies and overall data capabilities.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

BNPP AM performs an ESG analysis on the underlying assets through its proprietary ESG score composed of environmental, social and governance indicators. This ESG score is part of the investment decision process of the portfolio manager. Controls are carried out by the fund manager to ensure that commitments related to this ESG score are respected at any time. Independent controls are also carried out by the Risk function of BNPP AM to identify any potential breach which would be remedied following an escalation process.

BNPP AM apply a layer of data quality and control to the underlying metrics BNPP AM source from third parties to narrow BNPP AM’s focus to the indicators that BNPP AM deem to have sufficient coverage, quality and insight. When ESG updates are performed each ESG Sector Analyst performs quality and coherence controls on the main changes of companies in their sector.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Voting and engagement are key components of BNPP AM’s Global Sustainability Strategy and their investment decisions. Together, voting and engagement form one of the six pillars of BNPP AM’s approach to sustainable investment and are fully embedded in BNPP AM’s Global Sustainability Strategy (GSS).

To ensure that these activities are effective, consistent and supportive of BNPP AM’s overall objectives as fiduciaries, they are not only rooted in BNPP AM’s GSS, but are amplified in their Stewardship Policy and their Governance and Voting Policy, each reviewed annually, revised as needed, and approved by the Sustainability Committee and the Proxy Voting Committee.

BNPP AM’s voting and engagement activities inform their investment decisions on a day-to-day basis, within the framework of their GSS and ESG integration guidelines. Similarly, BNPP AM’s engagement informs their ESG analysis and ratings of issuers.

BNPP AM use three tools — voting, engagement and public policy advocacy — to encourage companies to improve their performance and accountability on sustainability topics, and to urge policymakers to deliver legislation, regulation and standards that foster sustainable, equitable development. These activities help BNPP AM to better manage ESG risks in the near and long term, enhance BNPP AM’s knowledge and understanding as an investor and generate positive impact — all of which benefit their clients.

Liability risk is built into BNPP AM’s controversy tracking tool. Thus, all companies are monitored via a permanent flow of information from relevant sources (brokers, public data, media, etc.). In the event of controversy, ESG analysts may trigger a special monitoring procedure (by setting up a specific list). Portfolio managers are therefore alerted and any new purchase or increase in positions in this monitored security is prohibited until a new ESG recommendation is provided by ESG analysts. This process allows BNPP AM to maintain a maximum alert level when a controversy arises.

The more controversies a company faces, the greater the reputational risk for BNPP AM’s funds. All controversies are classified from level 1 (least serious) to level 5 (most important). The classification takes into account the impact of the incident (severity and number), the level of recurrence, responsibility and exceptionality, response and management by the company. A company is automatically penalized if it faces one or more level 3 or higher controversies.

If the controversy is extremely serious or has particularly negative consequences, the company could be excluded from BNPP AM’s investment universe. In addition, sectors most exposed to ESG controversies and scandals have structurally weaker ESG results in their rating system.

GOVERNANCE AND VOTING PRINCIPLES:

The following principles describe BNPP AM’s expectations of the public companies in which BNPP AM invest. BNPP AM believe that Environmental, Social and Governance (ESG) issues impact the value and reputation of entities in which BNPP AM invest, in addition to driving systemic risks and opportunities. BNPP AM are therefore committed to incorporating ESG standards into BNPP AM’s investment processes and voting criteria, in the long-term interests of their clients. These principles act as a guiding framework by which BNPP AM executes its ownership responsibilities.

1. FOCUS ON LONG-TERM SUSTAINABLE VALUE CREATION

Management bodies play a critical oversight role to ensure that companies deliver long-term sustainable value, meaning value that can be sustained over the long term, in line with the interests of society and the environment. Corporate governance practices should keep the board’s attention focused on this goal with a clear strategy that takes into account all key stakeholders. Boards should maintain an open dialogue with investors and be prepared to discuss their long-term plans for sustainable value creation.

2. PROTECT SHAREHOLDER RIGHTS

Shareholders play a key role in BNPP AM’s system of corporate accountability and value creation. BNPP AM’s rights as shareholders allow BNPP AM to take action to defend the interests of their clients, when companies underperform expectations. It is therefore critical that shareholder rights be preserved and, where necessary, strengthened:

· Companies should ensure that the rights of all investors are protected and should treat investors equitably, notably by respecting the principle of one share - one vote - one dividend.

· All shareholders should be given the opportunity to vote on all decisions concerning fundamental corporate changes.

· Capital increases should be carefully controlled to minimize dilution of existing shareholders.

· Anti-takeover devices should not be used.

· Shareholders should have opportunities to address material concerns, including through direct access to the proxy to nominate directors and through the submission of shareholder proposals.

3. ENSURE INDEPENDENT, EFFECTIVE AND ACCOUNTABLE BOARD STRUCTURE

There should be a sufficient counter-balancing structure at the board and its committees with a strong presence of qualified, engaged and independent directors to allow for effective oversight of management, with independent leadership. Formal evaluation of the board, executive sessions and succession plans should be in place. Directors should be elected annually, by a majority vote of shareholders. Board composition should include the expertise necessary to understand and address emerging risks facing the company and its key stakeholders.

4. ALIGN INCENTIVE STRUCTURES WITH LONG-TERM INTERESTS OF STAKEHOLDERS

Executive compensation plans should be aligned with the long-term performance of the company, and should discourage irresponsible risk-taking, strengthen employee loyalty, take into consideration their impact on inequality and aim to foster inclusive growth. They should include non-financial targets, including those relating to the key sustainability risks and opportunities presented by the company’s business model. Compensation programs should not restrict the company’s ability to attract and retain talented executives, and should respect best market practices. They should be disclosed to shareholders in a clear and thorough way, and be subject to shareholder approval.

5. ENSURE RESPECT FOR SOCIETY AND THE ENVIRONMENT

Long-term sustainable returns depend upon proactive and effective management of ESG risks and opportunities to ensure that growth does not come at the expense of social and environmental health and stability. As a sustainable investor, BNPP AM expect companies to understand the risks they face and the risks they create, as well as the opportunities that better ESG performance might bring to their businesses, and to act responsibly towards all stakeholders. All companies should strive to meet high corporate governance, environmental and social standards to protect stakeholders’ long-term interests.

6. DISCLOSE ACCURATE, ADEQUATE, AND TIMELY INFORMATION

Companies should ensure that timely and accurate disclosure is made on financial and operating results, ownership issues, lobbying activities and performance on key ESG issues, including full disclosure of greenhouse gas emissions and commitments to combat climate change. Corporate reporting should aim to provide investors with an accurate and holistic view of foreseeable risks to the company, as well as the company’s contribution to the health and stability of key social and environmental systems. Annual audits of the financial statements carried out on behalf of shareholders by independent external auditors should be required for all companies.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]No

[image: checkbox]Yes

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

The MSCI EUR IG SRI Sustainable ex Fossil Fuel (1-3y) Corporate Bond Index has been designated as a reference benchmark for the purpose of attaining the environmental or social characteristics promoted by the Fund. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

The environmental or social characteristics promoted by the Fund are directly linked to the ones of the reference benchmark as the investment objective of the Fund is to replicate the performance of the reference benchmark, including fluctuations, and to maintain the tracking-error between the Fund and the reference benchmark below 1.5%. 

The reference benchmark is rule-based and therefore continuously apply its methodology, including environmental or social characteristics. 

However, there is no guarantee that extra-financial filter or criteria is applied at any moment. For instance, between two index reshuffles, if a company were deemed to not fulfil anymore an ESG criteria, it may be excluded only at the next reshuffle following the index provider rules. 

How does the designated index differ from a relevant broad market index?

The reference benchmark incorporates environmental or social criteria in its asset allocation methodology whereas a relevant broad market index does not and is usually market-capitalization weighted. 

Where can the methodology used for the calculation of the designated index be found?

The methodology used for the calculation of the reference benchmark can be found at: www.msci.com. 
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary


[bookmark: _Hlk127888202]This financial product promotes environmental or social characteristics, but does not have as its objective sustainable investment. Any further information regarding the sustainable investment of this financial product are indicated in the below section “No sustainable investment objective”.



All of the information concerning the binding elements of the investment strategy and the good governance policies are indicated in the below section “Investment strategy”.



The minimum proportion of investments used to meet the environmental or social characteristics promoted by the Fund has been set at the level of the minimum proportion of Sustainable Investments and is equal to 40%.

The monitoring of environmental or social characteristics for the Sub-Fund is ensured through a dedicated two-layers control framework.

The Investment Manager’s internal guidelines have been defined and implemented to classify products under article 8 (promotion of environmental and/or social characteristics) of SFDR.

The classification entails the follow-up of sustainability indicators used to measure the attainment of each of those environmental or social characteristics promoted by the financial product.

On one hand, investment teams carried out daily controls within Front Office systems to ensure that the features attached to article 8 sustainability indicators are follow-up at any time.

On the other hand, independent risk function also performs second level of controls on a daily basis to spot any breach which are dealt with under an escalation procedure.



All the methodologies used to measure how the social or environmental characteristics promoted by the financial product are met are indicated in the below section "Methodologies for environmental or social characteristics".



Any information relating to data sources used to attain each of the environmental or social characteristics promoted by the financial product, the measures taken to ensure data quality, how data are processed and the proportion of data that are estimated can be used in the below section "Data sources and processing".



Any limitation to the methodologies and data sources referred above and how such limitations do not affect how the environmental or social characteristics promoted by the financial product are met can be found in the section "Limitations to methodologies and data".



For passively managed products BNP Paribas Asset Management (BNPP AM) performs due diligence on the index methodology and ESG research.

Independent controls are also carried out by the Risk function of BNPP AM to identify any potential breach which would be remedied following an escalation process.

Any further information describing the due diligence carried out on the underlying assets of the financial product can be found in the below section "Due Diligence".



Any information regarding the engagement policies implemented by this financial product can be found in the below section “Engagement policies”.



No reference benchmark has been designated for the purpose of attaining the environmental or social characteristics promoted by the financial product.





B. No sustainable Investment Objective

This financial product promotes environmental or social characteristics, but does not have as its objective sustainable investment. 

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments made by the Fund are to finance companies that contribute to environmental and/or social objectives through their products and services, as well as their sustainable practices. 

The Manager is using, as of the date of this document, the Investment Manager’s internal methodology to determine sustainable investments. Such methodology integrates several criteria into its definition of sustainable investments that are considered to be core components to qualify a company as sustainable. These criteria are complementary to each other. In practice, a company must meet at least one of the criteria described below in order to be considered as contributing to an environmental or social objective: 

1. A company with an economic activity aligned with the EU Taxonomy objectives; 

2. A company with an economic activity contributing to one or more United Nations Sustainable Development goals (UN SDG) targets; 

3. A company operating in high GHG emission sector that is transitioning its business model to align with the objective of maintaining the global temperature rise below 1.5°C; 

4. A company with best-in-class environmental or social practices compared to its peers within the relevant sector and geographical region. 

Green bonds, social bonds and sustainability bonds issued to support specific environmental and/or social projects are also qualified as sustainable investments provided that these debt securities receive an investment recommendation “POSITIVE” or “NEUTRAL” from the Investment Manager’s ESG research and analysis department, i.e. the “Sustainability Centre”, following the issuer and underlying project assessment based on a proprietary Green/Social/Sustainability Bond Assessment methodology. 

Companies identified as a sustainable investment should not significantly harm any other environmental or social objectives (the Do No Significant Harm “DNSH” principle) and should follow good governance practices. The Investment Manager uses its proprietary methodology and/or relies on information provided by the reference benchmark administrator to assess all companies against these requirements. 

More information on the internal methodology can be found on the website of the Investment Manager: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments that the Fund partially intends to make should not significantly harm any environmental or social objective (DNSH principle). In this respect, for such sustainable investments, the Investment Manager commits to consider principal adverse impacts on sustainability factors by taking into account indicators for adverse impacts as defined in SFDR, and to not invest in companies that do not meet their fundamental obligations in line with the OECD Guidelines and the UN Guiding Principles on Business and Human Rights. 

How does this financial product take into account principal adverse impacts on sustainability factors?

How indicators for adverse impacts on sustainability factors are taken into account depends on the ESG methodology of the reference benchmark tracked by the Fund and used for the purpose of attaining the environmental or social characteristics promoted by the Fund. 

The Investment Manager ensures that throughout its investment process, the Fund takes into account principal adverse impact indicators by analysing within the investment process those indicators in respect of the sustainable investment pillars defined in the Investment Manager Global Sustainability Strategy (GSS) and as further detailed below in this document and/or by relying on the ESG methodology and disclosures of the reference benchmark administrator.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments of the Fund exclude issuers that are in violation or at risk of violation of the UN Global Compact Principles, OECD Guidelines for Multinational Enterprises and UN Guiding Principles on Business & Human Rights, including the principles and rights set out in the eight fundamental conventions identified in the Declaration of the International Labour Organisation on Fundamental Principles and Rights at Work and the International Bill of Human Rights. This assessment is conducted within the Investment Manager’s Sustainability Centre on the basis of internal analysis and information provided by external experts, and in consultation with BNP Paribas Group CSR Team. 



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The financial product (the “Fund”) promotes environmental and social characteristics by assessing underlying investments against Environmental, Social, and Governance (ESG) criteria using the methodology of the index provider. As such, the Fund is exposed to issuers that demonstrate superior or improve environmental and social practices, while implementing robust corporate governance practices within.

The Fund aims to improve its ESG profile compared to its investment universe. 

The ESG performance of an issuer is evaluated against a combination of environmental, social and governance factors which include but not limited to: 

o Environmental: energy efficiency, reduction of emissions of greenhouse gases (GHG), treatment of waste; 

o Social: respect of human rights and workers’ rights, human resources management (workers’ health and safety, diversity); 

o Governance: Board of Directors independence, managers’ remuneration, respect of minority shareholders rights. 

The exclusion criteria are applied with regard to issuers that are in violation of international norms and convention, or operate in sensitive sectors as defined by external data providers. 

The MSCI EUR IG SRI Sustainable ex Fossil Fuel Corporate Bond Index, administrated by MSCI Limited, has been designated as a reference benchmark for the purpose of attaining the environmental or social characteristics promoted by the Fund.



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve long term capital appreciation. 

The Fund seeks to achieve its investment objective by tracking the performance of the MSCI EUR IG SRI Sustainable ex Fossil Fuel Corporate Bond Index while minimising as far as possible the tracking error between the Fund’s performance and that of this index. 

The index is a fixed-rate, investment grade corporate bond benchmark that includes issuers with MSCI ESG Ratings of BBB or higher and excludes issuers that are involved in business activities that are restricted according to pre-defined Business Involvement Screens. Issuers are screened for levels of involvement expressed in terms of % of associated revenue and may relate to activities pertaining to adult entertainment, alcohol, gambling, tobacco, conventional weapons, civilian firearms, nuclear weapons, controversial weapons, nuclear power, thermal coal, fossil fuels and genetically modified organisms. The index excludes issuers with any Fossil Fuel ties. 

The elements of the investment strategy to attain the environmental or social characteristics promoted by this Fund as described below are systematically integrated throughout the investment process. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?



· The Fund shall comply with the reference benchmark minimum ESG rating standards and controversial business involvement exclusion criteria. 

· The Fund shall have at least 90% of its investment strategy underlying securities covered by the ESG analysis based on the index provider methodology. 

· The Fund should invest a proportion of its assets in “sustainable investments” as defined in Article 2 (17) of SFDR and as disclosed in the asset allocation below. 

There is no guarantee that extra-financial filter or criteria is applied at any moment. For instance, between two index reshuffles, if a company were deemed to not fulfil anymore an ESG criteria, it may be excluded only at the next reshuffle following the index provider rules.



What is the policy to assess good governance practices of the investee companies?

The reference benchmark ESG scoring framework assesses corporate governance such as sound management structures, employee relations, remuneration of staff and tax compliance through a core set of standard key performance indicators that look especially at board, pay, ownership and control, and accounting practices. 

Further information on the reference benchmark, its composition, calculation and rules for periodical review and rebalancing and on the general methodology behind the MSCI indices can be found on www.msci.com. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

The Fund does not commit to a minimum rate of reduction of the scope of investments prior to the application of its investment strategy. 

Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes

[image: checkbox]No

Yes, the Fund considers principal adverse impacts on sustainability factors. In order for the Investment Manager to determine which PAI is considered and addressed or mitigated, ESG methodology and disclosures of the reference benchmark and/or the index provider are used. 

The policy framework in order to analyse how principle adverse impacts are considered for the Fund mainly relies on both of the following pillars: 

1- Analysis of the embedded exclusion process of the reference benchmark, leading the investment strategy to remove industries and behaviours that present a high risk of adverse impacts in violation of international norms and conventions and issuers that are involved in activities presenting an unacceptable risk to society and/or the environment; 

2- How the ESG ratings used throughout the investment process include in their methodology consideration of principal adverse impacts on sustainability factors, and to what extent those ratings are used in the investment strategy; 



More detailed information on the manner in which the Investment Manager considers principal adverse impacts of investment decisions on sustainability factors taking due account of the size, the nature and scale of its activities and the types of financial products managed can be found in the Investment Manager’s SFDR disclosure statement: sustainability risk integration and Principal Adverse Impacts considerations. 

In addition, information on how the principal adverse impacts on sustainability factors have been considered over the year will be available in the annual report of the Fund.



E. Proportion of Investments



What is the planned asset allocation for this financial product?

The investments used to meet the environmental or social characteristics promoted by the Fund in accordance with the binding elements of its investment strategy represent the proportion of assets with either

1) a positive ESG score and either a positive E score or a positive S score or

2) being Sustainable Investments according to the Investment Manager’s ESG proprietary methodology.

However, the minimum proportion of investments used to meet the environmental or social characteristics promoted by the Fund has been set at the level of the minimum proportion of Sustainable Investments and is equal to 40%. For the avoidance of doubt, such a proportion is solely a minimum commitment and the real percentage of the investments of the Fund that attained the promoted environmental or social characteristics will be available in the annual report.

The minimum proportion of sustainable investments of the Fund is 40%.

The remaining proportion of the investments is mainly used as described below.
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#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product. 

#2Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments. 

The category #1 Aligned with E/S characteristics covers: 

· The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives. 

· The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments. 

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Financial derivative instruments may be used for efficient portfolio management and hedging purposes. These instruments are not used to attain the environmental or social characteristics promoted by the Fund. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The extent to which sustainable investments with an environmental objective are aligned with the EU Taxonomy and that contribute to the environmental objectives climate change mitigation, climate change adaptation, the sustainable use and protection of water and marine resources, the transition to a circular economy, pollution prevention and control and/or the protection and restoration of biodiversity and ecosystems are disclosed in the two graphs below. Even if the investment objective of the Fund falls within the framework of the environmental objectives defined by the Taxonomy Regulation, all the economic activities related to this objective are not necessarily covered by the latter. 



In addition, taxonomy alignment data is still not yet communicated or published and the activities of certain issuers require additional fundamental analysis in order to be accounted for and are therefore not taken into account by the taxonomy data that we use. 



The Investment Manager is currently improving its Taxonomy-alignment data collection to ensure the accuracy and suitability of its Taxonomy sustainability-related disclosures. Further subsequent prospectus updates will be made accordingly. 



Economic activities that are not recognised by the Taxonomy Regulation are not necessarily environmentally harmful or unsustainable. In addition, all activities that can make a substantial contribution to environmental as well as social objectives are not yet part of the Taxonomy Regulation. [image: ]

What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy is 1%. 

The investment strategy of the Fund is not to prevent investments in taxonomy-aligned activities. As such, the commitment within the Fund to invest in activities not aligned with the EU Taxonomy is minimal. 

What is the minimum share of socially sustainable investments?

The minimum share of socially sustainable investments within the Fund is 0%.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining proportion of the investments may include the proportion of assets that do not attain the following standards established by the Investment Manager: 1) a positive ESG score and either a positive E score or a positive S score or 2) being Sustainable Investment according to the Investment Manager’s ESG proprietary methodology or instruments which are mainly used for liquidity, efficient portfolio management, and/or hedging purposes. 

Those investments are made in compliance with the Investment Manager’s internal processes, including the risk management policy and the Investment Manager’s Responsible Business Conduct policy when applicable as minimum environmental or social safeguards. The risk management policy comprises procedures as are necessary to enable the management company to assess for each financial product it manages the exposure of that product to market, liquidity, sustainability and counterparty risks. 



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The following sustainability indicators are used to measure the attainment of the environmental and social characteristics promoted by the Fund, and are based on the reference benchmark ESG methodology: 

· The percentage of the Fund’s portfolio compliant with the reference benchmark minimum ESG ratings standards and controversial business involvement exclusion criteria;

· The percentage of the Fund’s assets covered by the ESG analysis based on the index provider ESG methodology; 

· The percentage of the Fund’s portfolio invested in “sustainable investments” as defined in Article 2 (17) of SFDR. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

[bookmark: _Hlk127888248]The monitoring of environmental or social characteristics for article 8 products is ensured through a dedicated two-layers control framework.

BNP’s internal guidelines have been defined and implemented to classify products under article 8 (promotion of environmental and/or social characteristics) of SFDR.

The classification of products in these two categories entails the follow-up of sustainability indicators used to measure the attainment of each of those environmental or social characteristics promoted by the financial product.

On the one hand, investment teams carried out daily controls within Front Office systems to ensure that the features attached to article 8 sustainability indicators are followed-up at all times.

On the other hand, independent risk function also performs second level of controls on a daily basis to spot any breach which are dealt with under an escalation procedure.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127888285]BNPP AM is working towards a world where all investing is responsible: investing responsibly is not just about embracing the social values and global concerns the company shares with its clients, it is about investing in a brighter future that delivers long-term rewards for both its clients and future generations.

BNPP AM acknowledges the importance of its role in representing the interests of its clients to the management teams of the companies in which they invest. Being long-term investors enables the development of productive relationships, allowing scope to engage on the issues that are most relevant to the Investment Manager’s investment cases.

In 2019, the Investment Manager has enhanced its investment philosophy with the development of a set of six investment beliefs focused on sustainability:

1. BNPP AM are long-term, forward-looking investors:

The Investment Manager analyse the past in order to better anticipate future developments while considering the economic model which will best serve BNPP AM in the long term – one focused on low-carbon, sustainable and inclusive growth.

2. BNPP AM’s fiduciary duty is aligned with sustainable investment:

BNPP AM have a duty to their clients to make well-informed investment decisions, taking reputational, operational and financial risks into careful consideration. ESG factors are a key element of this.

3. Stewardship is an opportunity and an obligation:

As long-term investors, BNPP AM believe that they should use stewardship (which encompasses proxy voting, company engagement and policy advocacy), to influence companies and the world for the better. They believe that engagement is generally more effective than exclusion – although divestment can be a last resort.

4. ESG integration helps achieve better risk-adjusted returns:

Sustainability is a long-term driver of investment risks and returns. BNPP AM believe sustainability is imperfectly understood, under-researched and inefficiently priced, with inconsistent levels of disclosure.

Against this background, BNPP AM will make better investment decisions through systematically and explicitly integrating ESG factors into investment analysis and decision-making.

5. A sustainable economic future relies on sustainable investment practices:

The way BNPP AM invest and engage with companies and regulators can help shape the world around us. Managing ESG risks will help promote greater market stability and more sustainable long-term growth while delivering the same, or better, financial returns.

6. Walking the talk is critical to achieving excellence:

As a sustainable asset manager, the Investment Manager’s corporate practices and disclosures should match or exceed the standards BNPP AM expect from the entities in which they invest. That is why this is a priority. BNPP AM are exploring how they can integrate sustainability considerations more fully across all aspects of their business, from how they manage both energy use and waste disposal at their facilities, to gender equality within BNPP AM’s workforce, and by providing ample time and opportunity for their employees to engage in volunteer work.



The components of BNPP AM’s sustainability approach:

In a fast changing world, BNPP AM’s focus is on achieving long-term sustainable returns for clients. In line with this, BNPP AM is committed to integrating sustainability matters across as many strategies as possible.

The BNPP AM 'Global Sustainability Strategy' details the approach to sustainability, setting clear objectives and commitments, and focusing on three key sustainability themes: Energy transition, the Environment and Equality and inclusive growth (the ‘3Es’).

It reinforces the commitment to invest for the long term, engage with companies and regulators to promote best practice, and raise awareness of the role that finance can play in achieving a sustainable world.

The strategy to improve sustainability is built on six pillars, four of which are systematically implemented across BNPP AM’S investment strategies. This approach strengthens the way they invest, including how they generate investment ideas, construct optimal portfolios, control for risk and use their influence with companies and markets. It is designed to respond to the diverse needs of a broad client base while protecting their interests.



The six pillars of BNPP AM’s approach:

1. ESG integration

BNPP AM integrate ESG factors throughout their investment processes. From investment philosophy, research and idea generation, to portfolio construction and risk management, as well as engagement, voting, disclosure and reporting.

Examples of guidelines include, but are not limited to:

BNPP AM will not invest in a public entity without an ESG score, or performing qualitative ESG analysis in the absence of an ESG rating;

BNPP AM should aim to hold portfolios with more positive ESG characteristics than their respective investment universe;

As a last resort, BNPP AM may divest from weakly rated entities which do not respond to engagement, and which show no sign that they will place greater emphasis on sustainability considerations in the future;

Holdings of weakly-rated public entities will need to be justified by additional documented qualitative analysis integrating ESG factors;

Some of BNPP AM’s financial product should aim to have a lower carbon footprint than their respective investment universe.

2. Stewardship

BNPP AM are committed to their role as an efficient and diligent steward of the assets their clients entrust them with, and since 2012, they have engaged with the companies they invest in on ESG factors, adopting best practices and greater transparency.

BNPP AM are thoughtful and diligent investors in companies, and have detailed proxy-voting and engagement guidelines on a range of ESG issues.

BNPP AM have three Heads of Stewardship & Engagement roles, for EMEA, the Americas and the Asia Pacific region, who lead their stewardship activities in these regions, including direct corporate engagement and proxy voting, working with policymakers on key issues relating to sustainable finance and investment, and representing BNPP AM in regional ESG investor networks.

Collective engagements:

Recognising that there is a real opportunity to make a difference by sharing knowledge and resources, BNPP AM participates with the wider investment community in a number of ways. For instance, BNPP AM have worked alongside other global investors and publicly supported a series of statements and pledges. BNPP AM also promotes the efficient management of environmental issues, proposing innovative ideas to leading policy makers and contributing to the development of impact investing.

BNPP AM are committed to promoting ESG on an industry-wide scale through the organisation of, or participation in, sustainable investment forums worldwide, and the publication of articles and dedicated newsletters, for instance on BNPP AM’s ViewPoint website. In terms of ESG initiatives, BNPP AM currently participate in over 40 collective engagement initiatives.

Individual engagements:

Creating a dialogue with the companies BNPP AM invest in provides them with another opportunity to foster environmentally responsible practices. In particular, BNPP AM strive to engage with the companies they consider being at risk because their practices or strategy might undermine their ability to perform well financially due to their exposure to climate change risks. For example, BNPP AM’s engagement strategy aims to improve companies’ carbon disclosure, their overall environmental performance, and their understanding of what actions companies are taking to align themselves with the goal of a well below 2°C scenario.

3. Responsible business conduct expectations and product-based exclusions

BNPP AM expect companies to meet their fundamental obligations in the areas of human and labour rights, protecting the environment and ensuring anti-corruption safeguards, wherever they operate, in line with the UN Global Compact Principles and the OECD Guidelines for Multinational Enterprises. BNPP AM engage with companies where they fall short, excluding the worst offenders from BNPP AM’s investment universe.

BNPP AM have a series of sector policies that set out the conditions for investing in particular sectors, guiding BNPP AM’s screening requirements and engagement. 

BNPP AM have another set of policies that commit them to exclude particular sectors or activities (tobacco, unconventional oil and gas, coal, controversial weapons or asbestos), as BNPP AM deem them to be in violation of international norms, or to present unacceptable harm to society or the environment, without counterbalancing benefits. These are generally sectors where engagement makes little sense, as creating real impact is likely to be impossible.

BNPP AM’s full approach is documented in their RBC Policy (Responsible Business Conduct Policy), available on their website: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com)

4. Forward-looking perspective - the 3E's

BNPP AM have identified three critical pre-conditions for a more sustainable and inclusive economic system: 

Energy transition to a low carbon economy;

Environmental sustainability;

Equality and inclusive growth.

Together, these ‘3Es’ represent the pathway to the economic sustainability that enables us, as investors, to safeguard long-term returns.

In considering their approach to these challenging topics, BNPP AM have a range of tools at hand. These include investment, divestment, stewardship and integration:

BNPP AM can invest in the companies and sectors that are part of the solution, encouraging their growth and benefiting from their success through BNPP AM’s allocation of capital.

BNPP AM can divest from those companies that BNPP AM believe are at risk from inevitable structural changes, and whose behaviour is too much at variance with BNPP AM’s own beliefs and investor preferences.

BNPP AM can exercise investor stewardship – through BNPP AM’s proxy voting and engagement activity with companies – and via BNPP AM’s discussions with policymakers, regulators and governments.

BNPP AM integrate their knowledge and perspectives on the ‘3Es’ into investment processes across asset classes. This optimises BNPP AM’s ability to make well-informed decisions – particularly in a world with imperfect information and varied levels of knowledge – thus helping to protect and enhance investment outcomes for clients.

Together, these steps allow BNPP AM to optimise their portfolio-level decisions, help shape the debate and align BNPP AM’s total investments with the economy of the future. To guide BNPP AM’s actions over the coming years, BNPP AM have identified a set of targets and key performance indicators for each of the ‘3Es’. Recognising the importance of getting these aspects right, in most cases BNPP AM take a staged approach to establishing them – measuring first BNPP AM’s exposure before committing to targets.

The selection of sub-themes, targets and KPIs described below is the result of a combination of factors. The areas BNPP AM have selected are those where BNPP AM believe BNPP AM can have the biggest impact and apply more leverage to foster change, but also where there are enough data and tools to act, monitor and report.

BNPP AM report on their approach annually in their sustainability report available on Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

For further information on BNPP AM’s sustainability roadmap, please refer to their Global Sustainability Strategy on their website.

 

ESG SCORING PROCESS:

In this framework, BNPP AM scores more than 13 000 issuers of securities using a four-step process. The scores are made available internally to facilitate ESG integration, investment stewardship and more.

1- ESG metric selection and weighting

To arrive at ESG scores that provide useful insights, BNPP AM select metrics using three criteria:

•	Materiality: BNPP AM reward companies that score highly on ESG issues that are material to their business, based on the expertise from BNPP AM’s Sustainability Centre as well as frameworks such as SASB and empirical studies.

•	Measurability and insight: BNPP AM prefer insightful performance metrics over policies or programs.

•	Data quality and availability: BNPP AM favour metrics for which data is of reasonable quality and readily available so that BNPP AM can compare issuers fairly. BNPP AM use numerous research inputs and data sources (e.g. Sustainalytic, ISS & Trucost) to determine companies ESG scores.

The metrics BNPP AM use are a blend of common and sector-specific.

2- ESG assessment vs. peers

BNPP AM’s assessment is primarily sector-relative, reflecting the fact that ESG risks and opportunities are not always comparable between sectors and regions. For instance, health & safety is less important for an insurance company than a mining company.

The 13 000+ companies under coverage are therefore divided into 20 sector groups and 4 geographical areas, leading to 80 ESG scoring peer groups of geographical and sector peers.

Each issuer starts with a baseline ‘neutral’ score of 50. BNPP AM then sum its score for each of the three ESG pillars – Environmental, Social and Governance. An issuer receives a positive score for a pillar if it performs better than the average of its peer group. If it performs below average, it receives a negative score.

However, two universal issues that impact all companies are not scored relative to peers, introducing a deliberate ‘tilt’ for the most exposed sectors. These are:

•	Carbon emissions – As the world faces an absolute carbon emissions problem, BNPP AM implement an absolute carbon emission measure, creating a positive bias towards issuers and sectors with lower carbon emissions.

•	Controversies – Sectors that are more prone to ESG controversies have slightly lower scores, reflecting increased risk (‘headline’, reputational or financial risk).

The overall result is a quantitative ESG score that ranges from zero to 99, with the ability to see how each ESG pillar has added to or detracted from the company’s final score.

3- Qualitative review

In addition to proprietary quantitative analysis, BNPP AM also integrate information from third-party sources, their Sustainability Centre’s in-depth research on material issues (e.g. climate change) and BNPP AM’s investment teams’ knowledge and interaction with issuers.

4- Final ESG score

Combining both qualitative and quantitative inputs, BNPP AM reach an ESG score ranging from zero to 99, with issuers ranked in deciles against peers. Issuers that are excluded from investment through BNPP AM’s Responsible Business Conduct policy are assigned a score of 0.

Going forward, some product intend to invest part of their assets in sustainable investments in the meaning of art.2 (17) of SFDR.

The objectives of sustainable investments are to finance companies that contribute to environmental and/or social objectives through their products and services, as well as their sustainable practices. 

BNP PARIBAS ASSET MANAGEMENT’s internal methodology integrates several criteria into its definition of sustainable investments that are considered to be core components to qualify a company as sustainable. These criteria are complementary to each other. In practice, a company must meet at least one of the criteria described below in order to be considered as contributing to an environmental or social objective:

1.	A company with an economic activity aligned with the EU Taxonomy objectives. A company can qualify as sustainable investment in case it has more than 20% of its revenues aligned with the EU taxonomy. A company qualifying as sustainable investment through this criteria can contribute to the following environmental objectives: sustainable forestry, environmental restoration, sustainable manufacturing, renewable energy, water supply, sewerage, waste management and remediation, sustainable transportation, sustainable buildings, sustainable information and technology, scientific research for sustainable development;

2.	A company with an economic activity contributing to one or more United Nations Sustainable Development goals (UN SDG) targets. A company can qualify as sustainable investment in case it has more than 20% of its revenues aligned with the SDGs and less than 20% of its revenues misaligned with the SDGs. A company qualifying as sustainable investment through this criteria can contribute to the following objectives:

a.	Environmental: sustainable agriculture, sustainable management of water and sanitation, sustainable and modern energy, sustainable economic growth, sustainable infrastructure, sustainable cities, sustainable consumption and production patterns, fight against climate change, conservation and sustainable use of oceans, seas and marine resources, protection, restoration and sustainable use of terrestrial ecosystems, sustainable management of forests, fight against desertification, land degradation and biodiversity loss

b.	Social: no poverty, zero hunger, food security, healthy lives and well-being at all ages, inclusive and equitable quality education and lifelong learning opportunities, gender equality, women and girls empowerment, availability of water and sanitation, access to affordable, reliable and modern energy, inclusive and sustainable economic growth, full and productive employment and decent work, resilient infrastructure, inclusive and sustainable industrialization, reduced inequality, inclusive, safe and resilient cities and human settlements, peaceful and inclusive societies, access to justice and effective, accountable and inclusive institutions, global partnership for sustainable development;

3.	A company operating in high GHG emission sector that is transitioning its business model to align with the objective of maintaining the global temperature rise below 1.5°C. A company qualifying as sustainable investment through this criteria can contribute to the following environmental objectives: GHG emissions reduction, fight against climate change;

4.	A company with best-in-class environmental or social practices compared to its peers within the relevant sector and geographical region. A company with a contribution score above 10 on the Environmental or Social pillar qualifies as best performer. A company qualifying as sustainable investment through this criteria can contribute to the following objectives:

a.	Environmental: fight against climate change, environmental risk management, sustainable management of natural resources, waste management, water management, GHG emissions reduction, renewable energy, sustainable agriculture, green infrastructure

b.	Social: health and safety, human capital management, good external stakeholder management (supply chain, contractors, data), business ethics preparedness, good corporate governance

Green bonds, social bonds and sustainability bonds issued to support specific environmental and/or social projects are also qualified as sustainable investments provided that these debt securities receive an investment recommendation “POSITIVE” or “NEUTRAL” from the Sustainability Center following the issuer and underlying project assessment based on a proprietary Green/Social/Sustainability Bond Assessment methodology.

Companies identified as a sustainable investment should not significantly harm any other environmental or social objectives (the Do No Significant Harm “DNSH” principle) and should follow good governance practices. BNP PARIBAS ASSET MANAGEMENT uses its proprietary methodology to assess all companies against these requirements.

More information on the internal methodology can be found on the following website: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

Once issuers have been identified as a Sustainable Investment, the regulation requires an assessment that the issuer does not significantly harm (DNSH) any other environmental or social objectives and follows good governance practices. Therefore, the following exclusion filters have been added. Issuers should:

1. Not significantly harm any other environmental or social objective: DNSH is identified in the following ways:

-Companies involved in large scale controversies could be seen as detracting from environmental and social goals regardless of their positive contributions. BNPP AM uses controversy data provided by Sustainalytics.

-do not have a weak ESG score: issuers which are ranked decile ten against their peer group in BNPP AM’s internal ESG scoring framework cannot be considered as “Sustainable Investments”. 

-not be included on BNPP AM’s watchlist: BNPP AM’s Responsible Business Conduct policy establishes a watchlist of issuers that are at risk of breaching ESG standards and with whom BNPP AM engage in a dialogue to encourage improvements. An issuer included in BNPP AM’s watchlist cannot be considered as “Sustainable Investments”.

2. follow good governance practices : BNPP AM uses its proprietary ESG scoring methodology which is split out into an Environmental, Social and Governance score. Issuers with a Governance score below 10, are removed and are not considered as “Sustainable Investment”.

As per the clarifications on the ESAs’ draft RTS under SFDR published on June 2nd, 2022, the use of the Principal Adverse Sustainability Indicators (PASI) is mandatory to demonstrate that an investment does not significantly harm any other environmental or social objectives. All the 14 mandatory PASI and BNPP AM’s 3 selected voluntary PASI for Corporates are covered in BNPP AM’s Sustainable Investment definition via the following channels:

·Several PASI are taken into account via BNPPAM’s approach to ESG integration. For instance, carbon emissions and board gender diversity are integrated factors in BNPP AM’s ESG scoring model which underpins the E and S pillar inclusion criteria in BNPP AM’s Sustainable Investment definition.

·Several PASI are taken into account via BNPPAM’s RBC policy e.g. coal and other fossil fuel involvement and controversial weapon involvement. BNPP AM’s RBC policy is applied universally across their portfolios and assesses/excludes companies before they can be considered Sustainable Investment

·BNPP AM’s DNSH and good governance screen in their Sustainable Investment definition considers additional PASI, through the exclusion of companies involved in large scale controversies, the exclusion of issuers with a weak ESG Score (decile 10), and the exclusion of issuers that are watch listed as per BNPP AM’s RBC policy.

·Overall, the PASI are closely related to BNPP AM’s internal ESG integration criteria in portfolios (through BNPP AM’s RBC and indicators used in the ESG scoring methodology).

·In addition, the sustainable investments made by articles 8 and/or 9 products consider and address or mitigate all the 14 mandatory corporate PASI, BNPP AM’s 3 selected voluntary corporate PASI and the two sovereign PASI based on the combination of the different pillars of BNPP AM’s Global Sustainability Strategy. For more details please refer to their public PASI disclosure statement here.

BNPP AM has developed its own methodology to identify financial products promoting social or environmental characteristics. A company qualifies as promoting social or environmental characteristics if:

•It has been identified as a Sustainable Investment

Or

•It has an ESG score above 50 and the contribution score to the Environmental or Social pillar is above. BNPP AM’s proprietary ESG scoring methodology further details how issuers ESG performance are rated.



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127888306]With respect to market data providers, BNPP AM select them using a two-step due diligence process. BNPP AM’s Quantitative Research Group begins by analyzing providers’ data sets, which includes examining the coverage of data and its quality, and a statistical review of estimation methodologies, among other items. At the same time, the Sustainability Centre performs a qualitative review of methodologies used and the relevance of selection criteria.

Once BNPP AM have selected a provider, the data sets are usually automatically uploaded to their IT systems. BNPP AM’s market data team oversees governance related to the relationship with the provider, and as part of this process, BNPP AM perform an annual review of BNPP AM’s market data contracts. ESG brokers are selected, monitored and assessed through a formal process organized by BNPP AM’s External Brokers department and formalized once a year by the Global Brokers Committee.



BNPP AM’s external specialized providers and what they offer are as follows:



• Sustainalytics provides BNPP AM with raw data metrics that BNPP AM use selectively to feed BNPP AM’s ESG scoring model. BNPP AM also use this provider for UNGC analysis and controversies offerings.

• S&P Trucost, CDP, Bloomberg, 427, TPI, SBTi and Climate Action 100+: BNPP AM use these data providers for BNPP AM’s climate change and physical risk analysis. Bloomberg and S&P Trucost also provide BNPP AM with corporate Scope 1 & 2 carbon emissions data.



• CDP, S&P Trucost, Forest 500, TRASE, SPOTT, FAIRR, and Iceberg Data Lab provide BNPP AM with water, deforestation and biodiversity metrics BNPP AM use to assess and report on the biodiversity footprints of BNPP AM’s portfolios and holdings.



• ISS and Proxinvest provide BNPP AM  with their governance research and data to feed BNPP AM’s ESG scoring model.



• Beyond Ratings provides BNPP AM with data and research used in BNPP AM’s ESG sovereign research and scoring framework.



• ESG and mainstream brokers provide BNPP AM with research papers and other market information.



• Factset provides BNPP AM with financial and enterprise value data



• Bloomberg provides BNPP AM with EU Taxonomy alignment rate data that BNPP AM use as part of BNPP AM’s Sustainable Investment definition



• BNPP AM has partnered with Matter to create a revenue-based SDG-alignment model for corporates leveraging Factset Hierarchy data which is used as part of the Sustainable Investment definition



• CDP, Bloomberg, S&P Trucost, Factset, Sustainalytics & ISS is also used to source various Principle Adverse Impact (PAI) indicators.



Please note that corporate Scope 1 & 2 carbon emissions data sourced by Trucost contains some estimated values.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127888327]Despite the rapid increase in availability in recent years, ESG data is still relatively immature in particular when compared to mainstream financial data. Data availability presents an array of limitations in data processing and methodology development:

• Due to lack of significant historical data, it is common to observe methodologies and/or models being developed without or with limited back testing.

• ESG scores can be affected by data availability and companies with lower data availability are more likely to be assigned an “average” score.

• The assessment of the EU Taxonomy and SDG alignment of economic activities of some issuers is not taken into account in the datasets BNPP AM are currently using. Therefore, a complementary fundamental analysis process has been developed to complement BNPP AM’s current EU Taxonomy and SDG datasets.

An extra-financial approach may be implemented in a different way by management companies when setting investment management objectives for financial products, in particular in view of the absence of common or harmonized labels at European Level. This also means that it may be difficult to compare strategies integrating extra-financial criteria to the extent that the selection and weightings applied to select investments may be based on metrics that may share the same name but have different underlying meanings. In evaluating a security based on the extra-financial criteria,

the Investment Manager may also use data sources provided by external extra-financial research providers. Given the evolving nature of extra-financial field, these data sources may for the time be incomplete, inaccurate, unavailable or not updated. Applying responsible business conduct standards as well as extra-financial criteria in the investment process may lead to the exclusion of securities of certain issuers. Consequently, the Sub-Fund's performance may at times be better or worse than the performance of relatable funds that do not apply such standards. In addition, the proprietary methodologies used to take into account ESG non-financial criteria may be subject to reviews in the event of regulatory developments or updates that may lead, in accordance with the applicable regulations, to the increase or decrease of the classification of products, of the indicators used or of the minimum investment commitment levels set.

Finally, BNPP AM have embraced BNPP AM’s role as a ‘future maker’, using their ability to engage with companies and their investments to tackle three key issues: Energy transition, Environmental sustainability, and Equality & inclusive growth. These ‘3Es’ participate to the mitigation of sustainability risks by guiding BNPP AM’s strategic research, stewardship and thematic investing innovation. In 2022, BNPP AM published their net zero roadmap and the biodiversity footprint of their Corporates investments. BNPP AM’s ESG Research findings leverage multiple sources in order to enhance data coverage and analysis. BNPP AM’s ESG research is independent, not limited to ESG data providers and completed by direct contact and engagement with issuers. In addition, BNPP AM’s data strategy is designed to build historical datasets whilst BNPP AM strive to constantly assess the rapidly evolving ESG data landscape. These objectives provide BNPP AM with the necessary tools to further improve BNPP AM’s methodologies and overall data capabilities.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

[bookmark: _Hlk127888344]BNPP AM performs an ESG analysis on the underlying assets through its proprietary ESG score composed of environmental, social and governance indicators. This ESG score is part of the investment decision process of the portfolio manager. Controls are carried out by the fund manager to ensure that commitments related to this ESG score are respected at any time. Independent controls are also carried out by the Risk function of BNPP AM to identify any potential breach which would be remedied following an escalation process.

BNPP AM apply a layer of data quality and control to the underlying metrics BNPP AM source from third parties to narrow BNPP AM’s focus to the indicators that BNPP AM deem to have sufficient coverage, quality and insight. When ESG updates are performed each ESG Sector Analyst performs quality and coherence controls on the main changes of companies in their sector.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk127888375]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Voting and engagement are key components of BNPP AM’s Global Sustainability Strategy and their investment decisions. Together, voting and engagement form one of the six pillars of BNPP AM’s approach to sustainable investment and are fully embedded in BNPP AM’s Global Sustainability Strategy (GSS).

To ensure that these activities are effective, consistent and supportive of BNPP AM’s overall objectives as fiduciaries, they are not only rooted in BNPP AM’s GSS, but are amplified in their Stewardship Policy and their Governance and Voting Policy, each reviewed annually, revised as needed, and approved by the Sustainability Committee and the Proxy Voting Committee.

BNPP AM’s voting and engagement activities inform their investment decisions on a day-to-day basis, within the framework of their GSS and ESG integration guidelines. Similarly, BNPP AM’s engagement informs their ESG analysis and ratings of issuers.

BNPP AM use three tools — voting, engagement and public policy advocacy — to encourage companies to improve their performance and accountability on sustainability topics, and to urge policymakers to deliver legislation, regulation and standards that foster sustainable, equitable development. These activities help BNPP AM to better manage ESG risks in the near and long term, enhance BNPP AM’s knowledge and understanding as an investor and generate positive impact — all of which benefit their clients.

Liability risk is built into BNPP AM’s controversy tracking tool. Thus, all companies are monitored via a permanent flow of information from relevant sources (brokers, public data, media, etc.). In the event of controversy, ESG analysts may trigger a special monitoring procedure (by setting up a specific list). Portfolio managers are therefore alerted and any new purchase or increase in positions in this monitored security is prohibited until a new ESG recommendation is provided by ESG analysts. This process allows BNPP AM to maintain a maximum alert level when a controversy arises.

The more controversies a company faces, the greater the reputational risk for BNPP AM’s funds. All controversies are classified from level 1 (least serious) to level 5 (most important). The classification takes into account the impact of the incident (severity and number), the level of recurrence, responsibility and exceptionality, response and management by the company. A company is automatically penalized if it faces one or more level 3 or higher controversies.

If the controversy is extremely serious or has particularly negative consequences, the company could be excluded from BNPP AM’s investment universe. In addition, sectors most exposed to ESG controversies and scandals have structurally weaker ESG results in their rating system.

GOVERNANCE AND VOTING PRINCIPLES:

The following principles describe BNPP AM’s expectations of the public companies in which BNPP AM invest. BNPP AM believe that Environmental, Social and Governance (ESG) issues impact the value and reputation of entities in which BNPP AM invest, in addition to driving systemic risks and opportunities. BNPP AM are therefore committed to incorporating ESG standards into BNPP AM’s investment processes and voting criteria, in the long-term interests of their clients. These principles act as a guiding framework by which BNPP AM executes its ownership responsibilities.

1. FOCUS ON LONG-TERM SUSTAINABLE VALUE CREATION

Management bodies play a critical oversight role to ensure that companies deliver long-term sustainable value, meaning value that can be sustained over the long term, in line with the interests of society and the environment. Corporate governance practices should keep the board’s attention focused on this goal with a clear strategy that takes into account all key stakeholders. Boards should maintain an open dialogue with investors and be prepared to discuss their long-term plans for sustainable value creation.

2. PROTECT SHAREHOLDER RIGHTS

Shareholders play a key role in BNPP AM’s system of corporate accountability and value creation. BNPP AM’s rights as shareholders allow BNPP AM to take action to defend the interests of their clients, when companies underperform expectations. It is therefore critical that shareholder rights be preserved and, where necessary, strengthened:

· Companies should ensure that the rights of all investors are protected and should treat investors equitably, notably by respecting the principle of one share - one vote - one dividend.

· All shareholders should be given the opportunity to vote on all decisions concerning fundamental corporate changes.

· Capital increases should be carefully controlled to minimize dilution of existing shareholders.

· Anti-takeover devices should not be used.

· Shareholders should have opportunities to address material concerns, including through direct access to the proxy to nominate directors and through the submission of shareholder proposals.

3. ENSURE INDEPENDENT, EFFECTIVE AND ACCOUNTABLE BOARD STRUCTURE

There should be a sufficient counter-balancing structure at the board and its committees with a strong presence of qualified, engaged and independent directors to allow for effective oversight of management, with independent leadership. Formal evaluation of the board, executive sessions and succession plans should be in place. Directors should be elected annually, by a majority vote of shareholders. Board composition should include the expertise necessary to understand and address emerging risks facing the company and its key stakeholders.

4. ALIGN INCENTIVE STRUCTURES WITH LONG-TERM INTERESTS OF STAKEHOLDERS

Executive compensation plans should be aligned with the long-term performance of the company, and should discourage irresponsible risk-taking, strengthen employee loyalty, take into consideration their impact on inequality and aim to foster inclusive growth. They should include non-financial targets, including those relating to the key sustainability risks and opportunities presented by the company’s business model. Compensation programs should not restrict the company’s ability to attract and retain talented executives, and should respect best market practices. They should be disclosed to shareholders in a clear and thorough way, and be subject to shareholder approval.

5. ENSURE RESPECT FOR SOCIETY AND THE ENVIRONMENT

Long-term sustainable returns depend upon proactive and effective management of ESG risks and opportunities to ensure that growth does not come at the expense of social and environmental health and stability. As a sustainable investor, BNPP AM expect companies to understand the risks they face and the risks they create, as well as the opportunities that better ESG performance might bring to their businesses, and to act responsibly towards all stakeholders. All companies should strive to meet high corporate governance, environmental and social standards to protect stakeholders’ long-term interests.

6. DISCLOSE ACCURATE, ADEQUATE, AND TIMELY INFORMATION

Companies should ensure that timely and accurate disclosure is made on financial and operating results, ownership issues, lobbying activities and performance on key ESG issues, including full disclosure of greenhouse gas emissions and commitments to combat climate change. Corporate reporting should aim to provide investors with an accurate and holistic view of foreseeable risks to the company, as well as the company’s contribution to the health and stability of key social and environmental systems. Annual audits of the financial statements carried out on behalf of shareholders by independent external auditors should be required for all companies.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]No
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How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

The MSCI EUR IG SRI Sustainable ex Fossil Fuel Corporate Bond Index has been designated as a reference benchmark for the purpose of attaining the environmental or social characteristics promoted by the Fund. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

The environmental or social characteristics promoted by the Fund are directly linked to the ones of the reference benchmark as the investment objective of the Fund is to replicate the performance of the reference benchmark, including fluctuations, and to maintain the tracking-error between the Fund and the reference benchmark below 1.5%. 

The reference benchmark is rule-based and therefore continuously apply its methodology, including environmental or social characteristics. 

However, there is no guarantee that extra-financial filter or criteria is applied at any moment. For instance, between two index reshuffles, if a company were deemed to not fulfil anymore an ESG criteria, it may be excluded only at the next reshuffle following the index provider rules. 

How does the designated index differ from a relevant broad market index?

The reference benchmark incorporates environmental or social criteria in its asset allocation methodology whereas a relevant broad market index does not and is usually market-capitalization weighted. 

Where can the methodology used for the calculation of the designated index be found?

The methodology used for the calculation of the reference benchmark can be found at: www.msci.com. 
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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 

[image: ]





A. Summary

[bookmark: _Hlk127883709]
This financial product (the “Fund”) promotes environmental or social characteristics, but does not have as its objective sustainable investment. Any further information regarding the sustainable investment of this financial product are indicated in the below section “No sustainable investment objective”.



All of the information concerning the binding elements of the investment strategy and the good governance policies are indicated in the below section “Investment strategy”.



The minimum proportion of investments used to meet the environmental or social characteristics promoted by the Fund has been set at the level of the minimum proportion of Sustainable Investments and is equal to 15%. The monitoring of environmental or social characteristics for the Sub-Fund is ensured through a dedicated two-layers control framework.



The Investment Manager’s internal guidelines have been defined and implemented to classify products under article 8 (promotion of environmental and/or social characteristics) of SFDR.



The classification entails the follow-up of sustainability indicators used to measure the attainment of each of those environmental or social characteristics promoted by the financial product.



On one hand, investment teams carried out daily controls within Front Office systems to ensure that the features attached to article 8 sustainability indicators are follow-up at any time.



On the other hand, independent risk function also performs second level of controls on a daily basis to spot any breach which are dealt with under an escalation procedure.



All the methodologies used to measure how the social or environmental characteristics promoted by the financial product are met are indicated in the below section "Methodologies for environmental or social characteristics".



Any information relating to data sources used to attain each of the environmental or social characteristics promoted by the financial product, the measures taken to ensure data quality, how data are processed and the proportion of data that are estimated can be used in the below section "Data sources and processing".



Any limitation to the methodologies and data sources referred above and how such limitations do not affect how the environmental or social characteristics promoted by the financial product are met can be found in the section "Limitations to methodologies and data".



For passively managed products BNP Paribas Asset Management (BNPP AM) performs due diligence on the index methodology and ESG research.



Independent controls are also carried out by the Risk function of BNPP AM to identify any potential breach which would be remedied following an escalation process.

Any further information describing the due diligence carried out on the underlying assets of the financial product can be found in the below section "Due Diligence".



Any information regarding the engagement policies implemented by this financial product can be found in the below section “Engagement policies”.



No reference benchmark has been designated for the purpose of attaining the environmental or social characteristics promoted by the financial product.





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments made by the Fund are to finance companies that contribute to environmental and/or social objectives through their products and services, as well as their sustainable practices. 

The Manager is using, as of the date of this document, the Investment Manager’s internal methodology to determine sustainable investments. Such methodology integrates several criteria into its definition of sustainable investments that are considered to be core components to qualify a company as sustainable. These criteria are complementary to each other. In practice, a company must meet at least one of the criteria described below in order to be considered as contributing to an environmental or social objective: 

1. A company with an economic activity aligned with the EU Taxonomy objectives; 

2. A company with an economic activity contributing to one or more United Nations Sustainable Development goals (UN SDG) targets; 

3. A company operating in high GHG emission sector that is transitioning its business model to align with the objective of maintaining the global temperature rise below 1.5°C; 

4. A company with best-in-class environmental or social practices compared to its peers within the relevant sector and geographical region. 

Green bonds, social bonds and sustainability bonds issued to support specific environmental and/or social projects are also qualified as sustainable investments provided that these debt securities receive an investment recommendation “POSITIVE” or “NEUTRAL” from the Investment Manager’s ESG research and analysis department, i.e. the “Sustainability Centre”, following the issuer and underlying project assessment based on a proprietary Green/Social/Sustainability Bond Assessment methodology. 

Companies identified as a sustainable investment should not significantly harm any other environmental or social objectives (the Do No Significant Harm “DNSH” principle) and should follow good governance practices. The Investment Manager uses its proprietary methodology and/or relies on information provided by the reference benchmark administrator to assess all companies against these requirements. 

More information on the internal methodology can be found on the website of the Investment Manager: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments that the Fund partially intends to make should not significantly harm any environmental or social objective (DNSH principle). In this respect, for such sustainable investments, the Investment Manager commits to consider principal adverse impacts on sustainability factors by taking into account indicators for adverse impacts as defined in SFDR, and to not invest in companies that do not meet their fundamental obligations in line with the OECD Guidelines and the UN Guiding Principles on Business and Human Rights.  

How does this financial product take into account principal adverse impacts on sustainability factors?

How indicators for adverse impacts on sustainability factors are taken into account depends on the ESG methodology of the reference benchmark tracked by the Fund and used for the purpose of attaining the environmental or social characteristics promoted by the Fund. 

The Investment Manager ensures that throughout its investment process, the Fund takes into account principal adverse impact indicators by analysing within the investment process those indicators in respect of the sustainable investment pillars defined in the Investment Manager Global Sustainability Strategy (GSS) and as further detailed below in this document and/or by relying on the ESG methodology and disclosures of the reference benchmark administrator. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments of the Fund exclude issuers that are in violation or at risk of violation of the UN Global Compact Principles, OECD Guidelines for Multinational Enterprises and UN Guiding Principles on Business & Human Rights, including the principles and rights set out in the eight fundamental conventions identified in the Declaration of the International Labour Organisation on Fundamental Principles and Rights at Work and the International Bill of Human Rights. This assessment is conducted within the Investment Manager’s Sustainability Centre on the basis of internal analysis and information provided by external experts, and in consultation with BNP Paribas Group CSR Team. 



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes environmental and social characteristics by assessing underlying investments against Environmental, Social, and Governance (ESG) criteria using the methodology of the index provider. As such, the Fund is exposed to issuers that demonstrate superior or improve environmental and social practices, while implementing robust corporate governance practices within.

The Fund aims to improve its ESG profile compared to its investment universe. 

The ESG performance of an issuer is evaluated against a combination of environmental, social and governance factors which include but not limited to: 

o Environmental: energy efficiency, reduction of emissions of greenhouse gases (GHG), treatment of waste; 

o Social: respect of human rights and workers’ rights, human resources management (workers’ health and safety, diversity); 

o Governance: Board of Directors independence, managers’ remuneration, respect of minority shareholders rights. 

The exclusion criteria are applied with regard to issuers that are in violation of international norms and convention, or operate in sensitive sectors as defined by external data providers. 

The MSCI USD HY SRI Sustainable Corporate Bond Index, administrated by MSCI Limited, has been designated as a reference benchmark for the purpose of attaining the environmental or social characteristics promoted by the Fund.



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve long term capital appreciation. 

The Fund seeks to achieve its investment objective by tracking the performance of the MSCI USD HY SRI Sustainable Corporate Bond Index while minimising as far as possible the tracking error between the Fund’s performance and that of this index. 

The index is a fixed-rate, high-yield corporate bond benchmark that includes issuers with MSCI ESG Ratings of BBB or higher, and excludes issuers that are involved in business activities that are restricted according to pre-defined Business Involvement Screens. Issuers are screened for levels of involvement expressed in terms of % of associated revenue and may relate to activities pertaining to adult entertainment, alcohol, gambling, tobacco, conventional weapons, civilian firearms, nuclear weapons, controversial weapons, nuclear power, thermal coal, fossil fuels and genetically modified organisms. 

The elements of the investment strategy to attain the environmental or social characteristics promoted by this Fund as described below are systematically integrated throughout the investment process. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

· The Fund shall comply with the reference benchmark minimum ESG rating standards and controversial business involvement exclusion criteria. 

· The Fund shall have at least 90% of its investment strategy underlying securities covered by the ESG analysis based on the index provider methodology. 

· The Fund should invest a proportion of its assets in “sustainable investments” as defined in Article 2 (17) of SFDR and as disclosed in the asset allocation below. 

There is no guarantee that extra-financial filter or criteria is applied at any moment. For instance, between two index reshuffles, if a company were deemed to not fulfil anymore an ESG criteria, it may be excluded only at the next reshuffle following the index provider rules.

What is the policy to assess good governance practices of the investee companies?

The reference benchmark ESG scoring framework assesses corporate governance such as sound management structures, employee relations, remuneration of staff and tax compliance through a core set of standard key performance indicators that look especially at board, pay, ownership and control, and accounting practices. 

Further information on the reference benchmark, its composition, calculation and rules for periodical review and rebalancing and on the general methodology behind the MSCI indices can be found on www.msci.com. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

The Fund does not commit to a minimum rate of reduction of the scope of investments prior to the application of its investment strategy. 

Does this financial product consider principal adverse impacts on sustainability factors?
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Yes, the Fund considers principal adverse impacts on sustainability factors. In order for the Investment Manager to determine which PAI is considered and addressed or mitigated, ESG methodology and disclosures of the reference benchmark and/or the index provider are used. 

The policy framework in order to analyse how principle adverse impacts are considered for the Fund mainly relies on both of the following pillars: 

1- Analysis of the embedded exclusion process of the reference benchmark, leading the investment strategy to remove industries and behaviours that present a high risk of adverse impacts in violation of international norms and conventions and issuers that are involved in activities presenting an unacceptable risk to society and/or the environment; 

2- How the ESG ratings used throughout the investment process include in their methodology consideration of principal adverse impacts on sustainability factors, and to what extent those ratings are used in the investment strategy; 



More detailed information on the manner in which the Investment Manager considers principal adverse impacts of investment decisions on sustainability factors taking due account of the size, the nature and scale of its activities and the types of financial products managed can be found in the Investment Manager’s SFDR disclosure statement: sustainability risk integration and Principal Adverse Impacts considerations. 

In addition, information on how the principal adverse impacts on sustainability factors have been considered over the year will be available in the annual report of the Fund.



E. Proportion of Investments



What is the planned asset allocation for this financial product?

The investments used to meet the environmental or social characteristics promoted by the Fund in accordance with the binding elements of its investment strategy represent the proportion of assets with either 

1) a positive ESG score and either a positive E score or a positive S score or 

2) being Sustainable Investments according to the Investment Manager’s ESG proprietary methodology. 

However, the minimum proportion of investments used to meet the environmental or social characteristics promoted by the Fund has been set at the level of the minimum proportion of Sustainable Investments and is equal to 15%. For the avoidance of doubt, such a proportion is solely a minimum commitment and the real percentage of the investments of the Fund that attained the promoted environmental or social characteristics will be available in the annual report. 

The minimum proportion of sustainable investments of the Fund is 15%. 

The remaining proportion of the investments is mainly used as described below.
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#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product. 

#2Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments. 

The category #1 Aligned with E/S characteristics covers: 

· The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives. 

· The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments. 

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Financial derivative instruments may be used for efficient portfolio management and hedging purposes. These instruments are not used to attain the environmental or social characteristics promoted by the Fund. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The extent to which sustainable investments with an environmental objective are aligned with the EU Taxonomy and that contribute to the environmental objectives climate change mitigation, climate change adaptation, the sustainable use and protection of water and marine resources, the transition to a circular economy, pollution prevention and control and/or the protection and restoration of biodiversity and ecosystems are disclosed in the two graphs below. Even if the investment objective of the Fund falls within the framework of the environmental objectives defined by the Taxonomy Regulation, all the economic activities related to this objective are not necessarily covered by the latter. 



In addition, taxonomy alignment data is still not yet communicated or published and the activities of certain issuers require additional fundamental analysis in order to be accounted for and are therefore not taken into account by the taxonomy data that we use. 



The Investment Manager is currently improving its Taxonomy-alignment data collection to ensure the accuracy and suitability of its Taxonomy sustainability-related disclosures. Further subsequent prospectus updates will be made accordingly. 



Economic activities that are not recognised by the Taxonomy Regulation are not necessarily environmentally harmful or unsustainable. In addition, all activities that can make a substantial contribution to environmental as well as social objectives are not yet part of the Taxonomy Regulation. [image: ]

What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy is 0%. 

The investment strategy of the Fund is not to prevent investments in taxonomy-aligned activities. As such, the commitment within the Fund to invest in activities not aligned with the EU Taxonomy is minimal. 

What is the minimum share of socially sustainable investments?

The minimum share of socially sustainable investments within the Fund is 0%.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining proportion of the investments may include the proportion of assets that do not attain the following standards established by the Investment Manager: 1) a positive ESG score and either a positive E score or a positive S score or 2) being Sustainable Investment according to the Investment Manager’s ESG proprietary methodology or instruments which are mainly used for liquidity, efficient portfolio management, and/or hedging purposes. 

Those investments are made in compliance with the Investment Manager’s internal processes, including the risk management policy and the Investment Manager’s Responsible Business Conduct policy when applicable as minimum environmental or social safeguards. The risk management policy comprises procedures as are necessary to enable the management company to assess for each financial product it manages the exposure of that product to market, liquidity, sustainability and counterparty risks. 



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The following sustainability indicators are used to measure the attainment of the environmental and social characteristics promoted by the Fund, and are based on the reference benchmark ESG methodology: 

· The percentage of the Fund’s portfolio compliant with the reference benchmark minimum ESG ratings standards and controversial business involvement exclusion criteria; 

· The percentage of the Fund’s assets covered by the ESG analysis based on the index provider ESG methodology; 

· The percentage of the Fund’s portfolio invested in “sustainable investments” as defined in Article 2 (17) of SFDR. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The monitoring of environmental or social characteristics for article 8 products is ensured through a dedicated two-layers control framework.

BNP’s internal guidelines have been defined and implemented to classify products under article 8 (promotion of environmental and/or social characteristics) of SFDR.

The classification of products in these two categories entails the follow-up of sustainability indicators used to measure the attainment of each of those environmental or social characteristics promoted by the financial product.

On the one hand, investment teams carried out daily controls within Front Office systems to ensure that the features attached to article 8 sustainability indicators are followed-up at all times.

On the other hand, independent risk function also performs second level of controls on a daily basis to spot any breach which are dealt with under an escalation procedure.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

BNPP AM is working towards a world where all investing is responsible: investing responsibly is not just about embracing the social values and global concerns the company shares with its clients, it is about investing in a brighter future that delivers long-term rewards for both its clients and future generations.

BNPP AM acknowledges the importance of its role in representing the interests of its clients to the management teams of the companies in which they invest. Being long-term investors enables the development of productive relationships, allowing scope to engage on the issues that are most relevant to the Investment Manager’s investment cases.

In 2019, the Investment Manager has enhanced its investment philosophy with the development of a set of six investment beliefs focused on sustainability:

1. BNPP AM are long-term, forward-looking investors:

The Investment Manager analyse the past in order to better anticipate future developments while considering the economic model which will best serve BNPP AM in the long term – one focused on low-carbon, sustainable and inclusive growth.

2. BNPP AM’s fiduciary duty is aligned with sustainable investment:

BNPP AM have a duty to their clients to make well-informed investment decisions, taking reputational, operational and financial risks into careful consideration. ESG factors are a key element of this.

3. Stewardship is an opportunity and an obligation:

As long-term investors, BNPP AM believe that they should use stewardship (which encompasses proxy voting, company engagement and policy advocacy), to influence companies and the world for the better. They believe that engagement is generally more effective than exclusion – although divestment can be a last resort.

4. ESG integration helps achieve better risk-adjusted returns:

Sustainability is a long-term driver of investment risks and returns. BNPP AM believe sustainability is imperfectly understood, under-researched and inefficiently priced, with inconsistent levels of disclosure.

Against this background, BNPP AM will make better investment decisions through systematically and explicitly integrating ESG factors into investment analysis and decision-making.

5. A sustainable economic future relies on sustainable investment practices:

The way BNPP AM invest and engage with companies and regulators can help shape the world around us. Managing ESG risks will help promote greater market stability and more sustainable long-term growth while delivering the same, or better, financial returns.

6. Walking the talk is critical to achieving excellence:

As a sustainable asset manager, the Investment Manager’s corporate practices and disclosures should match or exceed the standards BNPP AM expect from the entities in which they invest. That is why this is a priority. BNPP AM are exploring how they can integrate sustainability considerations more fully across all aspects of their business, from how they manage both energy use and waste disposal at their facilities, to gender equality within BNPP AM’s workforce, and by providing ample time and opportunity for their employees to engage in volunteer work.



The components of BNPP AM’s sustainability approach:

In a fast changing world, BNPP AM’s focus is on achieving long-term sustainable returns for clients. In line with this, BNPP AM is committed to integrating sustainability matters across as many strategies as possible.

The BNPP AM 'Global Sustainability Strategy' details the approach to sustainability, setting clear objectives and commitments, and focusing on three key sustainability themes: Energy transition, the Environment and Equality and inclusive growth (the ‘3Es’).

It reinforces the commitment to invest for the long term, engage with companies and regulators to promote best practice, and raise awareness of the role that finance can play in achieving a sustainable world.

The strategy to improve sustainability is built on six pillars, four of which are systematically implemented across BNPP AM’S investment strategies. This approach strengthens the way they invest, including how they generate investment ideas, construct optimal portfolios, control for risk and use their influence with companies and markets. It is designed to respond to the diverse needs of a broad client base while protecting their interests.

 

The six pillars of BNPP AM’s approach:

1. ESG integration

BNPP AM integrate ESG factors throughout their investment processes. From investment philosophy, research and idea generation, to portfolio construction and risk management, as well as engagement, voting, disclosure and reporting.

Examples of guidelines include, but are not limited to:

BNPP AM will not invest in a public entity without an ESG score, or performing qualitative ESG analysis in the absence of an ESG rating;

BNPP AM should aim to hold portfolios with more positive ESG characteristics than their respective investment universe;

As a last resort, BNPP AM may divest from weakly rated entities which do not respond to engagement, and which show no sign that they will place greater emphasis on sustainability considerations in the future;

Holdings of weakly-rated public entities will need to be justified by additional documented qualitative analysis integrating ESG factors;

Some of BNPP AM’s financial product should aim to have a lower carbon footprint than their respective investment universe.

2. Stewardship

BNPP AM are committed to their role as an efficient and diligent steward of the assets their clients entrust them with, and since 2012, they have engaged with the companies they invest in on ESG factors, adopting best practices and greater transparency.

BNPP AM are thoughtful and diligent investors in companies, and have detailed proxy-voting and engagement guidelines on a range of ESG issues.

BNPP AM have three Heads of Stewardship & Engagement roles, for EMEA, the Americas and the Asia Pacific region, who lead their stewardship activities in these regions, including direct corporate engagement and proxy voting, working with policymakers on key issues relating to sustainable finance and investment, and representing BNPP AM in regional ESG investor networks.

Collective engagements:

Recognising that there is a real opportunity to make a difference by sharing knowledge and resources, BNPP AM participates with the wider investment community in a number of ways. For instance, BNPP AM have worked alongside other global investors and publicly supported a series of statements and pledges. BNPP AM also promotes the efficient management of environmental issues, proposing innovative ideas to leading policy makers and contributing to the development of impact investing.

BNPP AM are committed to promoting ESG on an industry-wide scale through the organisation of, or participation in, sustainable investment forums worldwide, and the publication of articles and dedicated newsletters, for instance on BNPP AM’s ViewPoint website. In terms of ESG initiatives, BNPP AM currently participate in over 40 collective engagement initiatives.

Individual engagements:

Creating a dialogue with the companies BNPP AM invest in provides them with another opportunity to foster environmentally responsible practices. In particular, BNPP AM strive to engage with the companies they consider being at risk because their practices or strategy might undermine their ability to perform well financially due to their exposure to climate change risks. For example, BNPP AM’s engagement strategy aims to improve companies’ carbon disclosure, their overall environmental performance, and their understanding of what actions companies are taking to align themselves with the goal of a well below 2°C scenario.

3. Responsible business conduct expectations and product-based exclusions

BNPP AM expect companies to meet their fundamental obligations in the areas of human and labour rights, protecting the environment and ensuring anti-corruption safeguards, wherever they operate, in line with the UN Global Compact Principles and the OECD Guidelines for Multinational Enterprises. BNPP AM engage with companies where they fall short, excluding the worst offenders from BNPP AM’s investment universe.

BNPP AM have a series of sector policies that set out the conditions for investing in particular sectors, guiding BNPP AM’s screening requirements and engagement. 

BNPP AM have another set of policies that commit them to exclude particular sectors or activities (tobacco, unconventional oil and gas, coal, controversial weapons or asbestos), as BNPP AM deem them to be in violation of international norms, or to present unacceptable harm to society or the environment, without counterbalancing benefits. These are generally sectors where engagement makes little sense, as creating real impact is likely to be impossible.

BNPP AM’s full approach is documented in their RBC Policy (Responsible Business Conduct Policy), available on their website: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com)

4. Forward-looking perspective - the 3E's

BNPP AM have identified three critical pre-conditions for a more sustainable and inclusive economic system: 

Energy transition to a low carbon economy;

Environmental sustainability;

Equality and inclusive growth.

Together, these ‘3Es’ represent the pathway to the economic sustainability that enables us, as investors, to safeguard long-term returns.

In considering their approach to these challenging topics, BNPP AM have a range of tools at hand. These include investment, divestment, stewardship and integration:

BNPP AM can invest in the companies and sectors that are part of the solution, encouraging their growth and benefiting from their success through BNPP AM’s allocation of capital.

BNPP AM can divest from those companies that BNPP AM believe are at risk from inevitable structural changes, and whose behaviour is too much at variance with BNPP AM’s own beliefs and investor preferences.

BNPP AM can exercise investor stewardship – through BNPP AM’s proxy voting and engagement activity with companies – and via BNPP AM’s discussions with policymakers, regulators and governments.

BNPP AM integrate their knowledge and perspectives on the ‘3Es’ into investment processes across asset classes. This optimises BNPP AM’s ability to make well-informed decisions – particularly in a world with imperfect information and varied levels of knowledge – thus helping to protect and enhance investment outcomes for clients.

Together, these steps allow BNPP AM to optimise their portfolio-level decisions, help shape the debate and align BNPP AM’s total investments with the economy of the future. To guide BNPP AM’s actions over the coming years, BNPP AM have identified a set of targets and key performance indicators for each of the ‘3Es’. Recognising the importance of getting these aspects right, in most cases BNPP AM take a staged approach to establishing them – measuring first BNPP AM’s exposure before committing to targets.

The selection of sub-themes, targets and KPIs described below is the result of a combination of factors. The areas BNPP AM have selected are those where BNPP AM believe BNPP AM can have the biggest impact and apply more leverage to foster change, but also where there are enough data and tools to act, monitor and report.

BNPP AM report on their approach annually in their sustainability report available on Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

For further information on BNPP AM’s sustainability roadmap, please refer to their Global Sustainability Strategy on their website.

 

ESG SCORING PROCESS:

In this framework, BNPP AM scores more than 13 000 issuers of securities using a four-step process. The scores are made available internally to facilitate ESG integration, investment stewardship and more.

1- ESG metric selection and weighting

To arrive at ESG scores that provide useful insights, BNPP AM select metrics using three criteria:

•	Materiality: BNPP AM reward companies that score highly on ESG issues that are material to their business, based on the expertise from BNPP AM’s Sustainability Centre as well as frameworks such as SASB and empirical studies.

•	Measurability and insight: BNPP AM prefer insightful performance metrics over policies or programs.

•	Data quality and availability: BNPP AM favour metrics for which data is of reasonable quality and readily available so that BNPP AM can compare issuers fairly. BNPP AM use numerous research inputs and data sources (e.g. Sustainalytic, ISS & Trucost) to determine companies ESG scores.

The metrics BNPP AM use are a blend of common and sector-specific.

2- ESG assessment vs. peers

BNPP AM’s assessment is primarily sector-relative, reflecting the fact that ESG risks and opportunities are not always comparable between sectors and regions. For instance, health & safety is less important for an insurance company than a mining company.

The 13 000+ companies under coverage are therefore divided into 20 sector groups and 4 geographical areas, leading to 80 ESG scoring peer groups of geographical and sector peers.

Each issuer starts with a baseline ‘neutral’ score of 50. BNPP AM then sum its score for each of the three ESG pillars – Environmental, Social and Governance. An issuer receives a positive score for a pillar if it performs better than the average of its peer group. If it performs below average, it receives a negative score.

However, two universal issues that impact all companies are not scored relative to peers, introducing a deliberate ‘tilt’ for the most exposed sectors. These are:

•	Carbon emissions – As the world faces an absolute carbon emissions problem, BNPP AM implement an absolute carbon emission measure, creating a positive bias towards issuers and sectors with lower carbon emissions.

•	Controversies – Sectors that are more prone to ESG controversies have slightly lower scores, reflecting increased risk (‘headline’, reputational or financial risk).

The overall result is a quantitative ESG score that ranges from zero to 99, with the ability to see how each ESG pillar has added to or detracted from the company’s final score.

3- Qualitative review

In addition to proprietary quantitative analysis, BNPP AM also integrate information from third-party sources, their Sustainability Centre’s in-depth research on material issues (e.g. climate change) and BNPP AM’s investment teams’ knowledge and interaction with issuers.

4- Final ESG score

Combining both qualitative and quantitative inputs, BNPP AM reach an ESG score ranging from zero to 99, with issuers ranked in deciles against peers. Issuers that are excluded from investment through BNPP AM’s Responsible Business Conduct policy are assigned a score of 0.

Going forward, some product intend to invest part of their assets in sustainable investments in the meaning of art.2 (17) of SFDR.

The objectives of sustainable investments are to finance companies that contribute to environmental and/or social objectives through their products and services, as well as their sustainable practices. 

BNP PARIBAS ASSET MANAGEMENT’s internal methodology integrates several criteria into its definition of sustainable investments that are considered to be core components to qualify a company as sustainable. These criteria are complementary to each other. In practice, a company must meet at least one of the criteria described below in order to be considered as contributing to an environmental or social objective:

1.	A company with an economic activity aligned with the EU Taxonomy objectives. A company can qualify as sustainable investment in case it has more than 20% of its revenues aligned with the EU taxonomy. A company qualifying as sustainable investment through this criteria can contribute to the following environmental objectives: sustainable forestry, environmental restoration, sustainable manufacturing, renewable energy, water supply, sewerage, waste management and remediation, sustainable transportation, sustainable buildings, sustainable information and technology, scientific research for sustainable development;

2.	A company with an economic activity contributing to one or more United Nations Sustainable Development goals (UN SDG) targets. A company can qualify as sustainable investment in case it has more than 20% of its revenues aligned with the SDGs and less than 20% of its revenues misaligned with the SDGs. A company qualifying as sustainable investment through this criteria can contribute to the following objectives:

a.	Environmental: sustainable agriculture, sustainable management of water and sanitation, sustainable and modern energy, sustainable economic growth, sustainable infrastructure, sustainable cities, sustainable consumption and production patterns, fight against climate change, conservation and sustainable use of oceans, seas and marine resources, protection, restoration and sustainable use of terrestrial ecosystems, sustainable management of forests, fight against desertification, land degradation and biodiversity loss

b.	Social: no poverty, zero hunger, food security, healthy lives and well-being at all ages, inclusive and equitable quality education and lifelong learning opportunities, gender equality, women and girls empowerment, availability of water and sanitation, access to affordable, reliable and modern energy, inclusive and sustainable economic growth, full and productive employment and decent work, resilient infrastructure, inclusive and sustainable industrialization, reduced inequality, inclusive, safe and resilient cities and human settlements, peaceful and inclusive societies, access to justice and effective, accountable and inclusive institutions, global partnership for sustainable development;

3.	A company operating in high GHG emission sector that is transitioning its business model to align with the objective of maintaining the global temperature rise below 1.5°C. A company qualifying as sustainable investment through this criteria can contribute to the following environmental objectives: GHG emissions reduction, fight against climate change;

4.	A company with best-in-class environmental or social practices compared to its peers within the relevant sector and geographical region. A company with a contribution score above 10 on the Environmental or Social pillar qualifies as best performer. A company qualifying as sustainable investment through this criteria can contribute to the following objectives:

a.	Environmental: fight against climate change, environmental risk management, sustainable management of natural resources, waste management, water management, GHG emissions reduction, renewable energy, sustainable agriculture, green infrastructure

b.	Social: health and safety, human capital management, good external stakeholder management (supply chain, contractors, data), business ethics preparedness, good corporate governance

Green bonds, social bonds and sustainability bonds issued to support specific environmental and/or social projects are also qualified as sustainable investments provided that these debt securities receive an investment recommendation “POSITIVE” or “NEUTRAL” from the Sustainability Center following the issuer and underlying project assessment based on a proprietary Green/Social/Sustainability Bond Assessment methodology.

Companies identified as a sustainable investment should not significantly harm any other environmental or social objectives (the Do No Significant Harm “DNSH” principle) and should follow good governance practices. BNP PARIBAS ASSET MANAGEMENT uses its proprietary methodology to assess all companies against these requirements.

More information on the internal methodology can be found on the following website: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

Once issuers have been identified as a Sustainable Investment, the regulation requires an assessment that the issuer does not significantly harm (DNSH) any other environmental or social objectives and follows good governance practices. Therefore, the following exclusion filters have been added. Issuers should:

1. Not significantly harm any other environmental or social objective: DNSH is identified in the following ways:

-Companies involved in large scale controversies could be seen as detracting from environmental and social goals regardless of their positive contributions. BNPP AM uses controversy data provided by Sustainalytics.

-do not have a weak ESG score: issuers which are ranked decile ten against their peer group in BNPP AM’s internal ESG scoring framework cannot be considered as “Sustainable Investments”. 

-not be included on BNPP AM’s watchlist: BNPP AM’s Responsible Business Conduct policy establishes a watchlist of issuers that are at risk of breaching ESG standards and with whom BNPP AM engage in a dialogue to encourage improvements. An issuer included in BNPP AM’s watchlist cannot be considered as “Sustainable Investments”.

2. follow good governance practices: BNPP AM uses its proprietary ESG scoring methodology which is split out into an Environmental, Social and Governance score. Issuers with a Governance score below 10, are removed and are not considered as “Sustainable Investment”.

As per the clarifications on the ESAs’ draft RTS under SFDR published on June 2nd, 2022, the use of the Principal Adverse Sustainability Indicators (PASI) is mandatory to demonstrate that an investment does not significantly harm any other environmental or social objectives. All the 14 mandatory PASI and BNPP AM’s 3 selected voluntary PASI for Corporates are covered in BNPP AM’s Sustainable Investment definition via the following channels:

·Several PASI are taken into account via BNPPAM’s approach to ESG integration. For instance, carbon emissions and board gender diversity are integrated factors in BNPP AM’s ESG scoring model which underpins the E and S pillar inclusion criteria in BNPP AM’s Sustainable Investment definition.

·Several PASI are taken into account via BNPPAM’s RBC policy e.g. coal and other fossil fuel involvement and controversial weapon involvement. BNPP AM’s RBC policy is applied universally across their portfolios and assesses/excludes companies before they can be considered Sustainable Investment

·BNPP AM’s DNSH and good governance screen in their Sustainable Investment definition considers additional PASI, through the exclusion of companies involved in large scale controversies, the exclusion of issuers with a weak ESG Score (decile 10), and the exclusion of issuers that are watch listed as per BNPP AM’s RBC policy.

·Overall, the PASI are closely related to BNPP AM’s internal ESG integration criteria in portfolios  (through BNPP AM’s RBC and indicators used in the ESG scoring methodology).

·In addition, the sustainable investments made by articles 8 and/or 9 products consider and address or mitigate all the 14 mandatory corporate PASI, BNPP AM’s 3 selected voluntary corporate PASI and the two sovereign PASI based on the combination of the different pillars of BNPP AM’s  Global Sustainability Strategy. For more details please refer to their public PASI disclosure statement here.

BNPP AM has developed its own methodology to identify financial products promoting social or environmental characteristics. A company qualifies as promoting social or environmental characteristics if:

•It has been identified as a Sustainable Investment

Or

•It has an ESG score above 50 and the contribution score to the Environmental or Social pillar is above. BNPP AM’s proprietary ESG scoring methodology further details how issuers ESG performance are rated.



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127883473]With respect to market data providers, BNPP AM select them using a two-step due diligence process. BNPP AM’s Quantitative Research Group begins by analyzing providers’ data sets, which includes examining the coverage of data and its quality, and a statistical review of estimation methodologies, among other items. At the same time, the Sustainability Centre performs a qualitative review of methodologies used and the relevance of selection criteria.

Once BNPP AM have selected a provider, the data sets are usually automatically uploaded to their IT systems. BNPP AM’s market data team oversees governance related to the relationship with the provider, and as part of this process, BNPP AM perform an annual review of BNPP AM’s market data contracts. ESG brokers are selected, monitored and assessed through a formal process organized by BNPP AM’s External Brokers department and formalized once a year by the Global Brokers Committee.



BNPP AM’s external specialized providers and what they offer are as follows:



• Sustainalytics provides BNPP AM with raw data metrics that BNPP AM use selectively to feed BNPP AM’s ESG scoring model. BNPP AM also use this provider for UNGC analysis and controversies offerings.



• S&P Trucost, CDP, Bloomberg, 427, TPI, SBTi and Climate Action 100+: BNPP AM use these data providers for BNPP AM’s climate change and physical risk analysis. Bloomberg and S&P Trucost also provide BNPP AM with corporate Scope 1 & 2 carbon emissions data.



• CDP, S&P Trucost, Forest 500, TRASE, SPOTT, FAIRR, and Iceberg Data Lab provide BNPP AM with water, deforestation and biodiversity metrics BNPP AM use to assess and report on the biodiversity footprints of BNPP AM’s portfolios and holdings.



• ISS and Proxinvest provide BNPP AM  with their governance research and data to feed BNPP AM’s ESG scoring model.



• Beyond Ratings provides BNPP AM with data and research used in BNPP AM’s ESG sovereign research and scoring framework.



• ESG and mainstream brokers provide BNPP AM with research papers and other market information.



• Factset provides BNPP AM with financial and enterprise value data.



• Bloomberg provides BNPP AM with EU Taxonomy alignment rate data that BNPP AM use as part of BNPP AM’s Sustainable Investment definition.



• BNPP AM has partnered with Matter to create a revenue-based SDG-alignment model for corporates leveraging Factset Hierarchy data which is used as part of the Sustainable Investment definition.



• CDP, Bloomberg, S&P Trucost, Factset, Sustainalytics & ISS is also used to source various Principle Adverse Impact (PAI) indicators.



Please note that corporate Scope 1 & 2 carbon emissions data sourced by Trucost contains some estimated values.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Despite the rapid increase in availability in recent years, ESG data is still relatively immature in particular when compared to mainstream financial data. Data availability presents an array of limitations in data processing and methodology development:

• Due to lack of significant historical data, it is common to observe methodologies and/or models being developed without or with limited back testing.

• ESG scores can be affected by data availability and companies with lower data availability are more likely to be assigned an “average” score.

• The assessment of the EU Taxonomy and SDG alignment of economic activities of some issuers is not taken into account in the datasets BNPP AM are currently using. Therefore, a complementary fundamental analysis process has been developed to complement BNPP AM’s current EU Taxonomy and SDG datasets.

An extra-financial approach may be implemented in a different way by management companies when setting investment management objectives for financial products, in particular in view of the absence of common or harmonized labels at European Level. This also means that it may be difficult to compare strategies integrating extra-financial criteria to the extent that the selection and weightings applied to select investments may be based on metrics that may share the same name but have different underlying meanings. In evaluating a security based on the extra-financial criteria,

the Investment Manager may also use data sources provided by external extra-financial research providers. Given the evolving nature of extra-financial field, these data sources may for the time be incomplete, inaccurate, unavailable or not updated. Applying responsible business conduct standards as well as extra-financial criteria in the investment process may lead to the exclusion of securities of certain issuers. Consequently, the Sub-Fund's performance may at times be better or worse than the performance of relatable funds that do not apply such standards. In addition, the proprietary methodologies used to take into account ESG non-financial criteria may be subject to reviews in the event of regulatory developments or updates that may lead, in accordance with the applicable regulations, to the increase or decrease of the classification of products, of the indicators used or of the minimum investment commitment levels set.

Finally, BNPP AM have embraced BNPP AM’s role as a ‘future maker’, using their ability to engage with companies and their investments to tackle three key issues: Energy transition, Environmental sustainability, and Equality & inclusive growth. These ‘3Es’ participate to the mitigation of sustainability risks by guiding BNPP AM’s strategic research, stewardship and thematic investing innovation. In 2022, BNPP AM published their net zero roadmap and the biodiversity footprint of their Corporates investments. BNPP AM’s ESG Research findings leverage multiple sources in order to enhance data coverage and analysis. BNPP AM’s ESG research is independent, not limited to ESG data providers and completed by direct contact and engagement with issuers. In addition, BNPP AM’s data strategy is designed to build historical datasets whilst BNPP AM strive to constantly assess the rapidly evolving ESG data landscape. These objectives provide BNPP AM with the necessary tools to further improve BNPP AM’s methodologies and overall data capabilities.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

BNPP AM performs an ESG analysis on the underlying assets through its proprietary ESG score composed of environmental, social and governance indicators. This ESG score is part of the investment decision process of the portfolio manager. Controls are carried out by the fund manager to ensure that commitments related to this ESG score are respected at any time. Independent controls are also carried out by the Risk function of BNPP AM to identify any potential breach which would be remedied following an escalation process.

BNPP AM apply a layer of data quality and control to the underlying metrics BNPP AM source from third parties to narrow BNPP AM’s focus to the indicators that BNPP AM deem to have sufficient coverage, quality and insight. When ESG updates are performed each ESG Sector Analyst performs quality and coherence controls on the main changes of companies in their sector.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk127883654]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Voting and engagement are key components of BNPP AM’s Global Sustainability Strategy and their investment decisions. Together, voting and engagement form one of the six pillars of  BNPP AM’s approach to sustainable investment and are fully embedded in BNPP AM’s Global Sustainability Strategy (GSS).

To ensure that these activities are effective, consistent and supportive of BNPP AM’s overall objectives as fiduciaries, they are not only rooted in BNPP AM’s GSS, but are amplified in their Stewardship Policy and their Governance and Voting Policy, each reviewed annually, revised as needed, and approved by the Sustainability Committee and the Proxy Voting Committee.

BNPP AM’s voting and engagement activities inform their investment decisions on a day-to-day basis, within the framework of their GSS and ESG integration guidelines. Similarly, BNPP AM’s engagement informs their ESG analysis and ratings of issuers.

BNPP AM use three tools — voting, engagement and public policy advocacy — to encourage companies to improve their performance and accountability on sustainability topics, and to urge policymakers to deliver legislation, regulation and standards that foster sustainable, equitable development. These activities help BNPP AM to better manage ESG risks in the near and long term, enhance BNPP AM’s knowledge and understanding as an investor and generate positive impact — all of which benefit their clients.

Liability risk is built into BNPP AM’s controversy tracking tool. Thus, all companies are monitored via a permanent flow of information from relevant sources (brokers, public data, media, etc.). In the event of controversy, ESG analysts may trigger a special monitoring procedure (by setting up a specific list). Portfolio managers are therefore alerted and any new purchase or increase in positions in this monitored security is prohibited until a new ESG recommendation is provided by ESG analysts. This process allows BNPP AM to maintain a maximum alert level when a controversy arises.

The more controversies a company faces, the greater the reputational risk for BNPP AM’s funds. All controversies are classified from level 1 (least serious) to level 5 (most important). The classification takes into account the impact of the incident (severity and number), the level of recurrence, responsibility and exceptionality, response and management by the company. A company is automatically penalized if it faces one or more level 3 or higher controversies.

If the controversy is extremely serious or has particularly negative consequences, the company could be excluded from BNPP AM’s investment universe. In addition, sectors most exposed to ESG controversies and scandals have structurally weaker ESG results in their rating system.

GOVERNANCE AND VOTING PRINCIPLES:

The following principles describe BNPP AM’s expectations of the public companies in which BNPP AM invest. BNPP AM believe that Environmental, Social and Governance (ESG) issues impact the value and reputation of entities in which BNPP AM invest, in addition to driving systemic risks and opportunities. BNPP AM are therefore committed to incorporating ESG standards into BNPP AM’s investment processes and voting criteria, in the long-term interests of their clients. These principles act as a guiding framework by which BNPP AM executes its ownership responsibilities.

1. FOCUS ON LONG-TERM SUSTAINABLE VALUE CREATION

Management bodies play a critical oversight role to ensure that companies deliver long-term sustainable value, meaning value that can be sustained over the long term, in line with the interests of society and the environment. Corporate governance practices should keep the board’s attention focused on this goal with a clear strategy that takes into account all key stakeholders. Boards should maintain an open dialogue with investors and be prepared to discuss their long-term plans for sustainable value creation.

2. PROTECT SHAREHOLDER RIGHTS

Shareholders play a key role in BNPP AM’s system of corporate accountability and value creation. BNPP AM’s rights as shareholders allow BNPP AM to take action to defend the interests of their clients, when companies underperform expectations. It is therefore critical that shareholder rights be preserved and, where necessary, strengthened:

· Companies should ensure that the rights of all investors are protected and should treat investors equitably, notably by respecting the principle of one share - one vote - one dividend.

· All shareholders should be given the opportunity to vote on all decisions concerning fundamental corporate changes.

· Capital increases should be carefully controlled to minimize dilution of existing shareholders.

· Anti-takeover devices should not be used.

· Shareholders should have opportunities to address material concerns, including through direct access to the proxy to nominate directors and through the submission of shareholder proposals.

3. ENSURE INDEPENDENT, EFFECTIVE AND ACCOUNTABLE BOARD STRUCTURE

There should be a sufficient counter-balancing structure at the board and its committees with a strong presence of qualified, engaged and independent directors to allow for effective oversight of management, with independent leadership. Formal evaluation of the board, executive sessions and succession plans should be in place. Directors should be elected annually, by a majority vote of shareholders. Board composition should include the expertise necessary to understand and address emerging risks facing the company and its key stakeholders.

4. ALIGN INCENTIVE STRUCTURES WITH LONG-TERM INTERESTS OF STAKEHOLDERS

Executive compensation plans should be aligned with the long-term performance of the company, and should discourage irresponsible risk-taking, strengthen employee loyalty, take into consideration their impact on inequality and aim to foster inclusive growth. They should include non-financial targets, including those relating to the key sustainability risks and opportunities presented by the company’s business model. Compensation programs should not restrict the company’s ability to attract and retain talented executives, and should respect best market practices. They should be disclosed to shareholders in a clear and thorough way, and be subject to shareholder approval.

5. ENSURE RESPECT FOR SOCIETY AND THE ENVIRONMENT

Long-term sustainable returns depend upon proactive and effective management of ESG risks and opportunities to ensure that growth does not come at the expense of social and environmental health and stability. As a sustainable investor, BNPP AM expect companies to understand the risks they face and the risks they create, as well as the opportunities that better ESG performance might bring to their businesses, and to act responsibly towards all stakeholders. All companies should strive to meet high corporate governance, environmental and social standards to protect stakeholders’ long-term interests.

6. DISCLOSE ACCURATE, ADEQUATE, AND TIMELY INFORMATION

Companies should ensure that timely and accurate disclosure is made on financial and operating results, ownership issues, lobbying activities and performance on key ESG issues, including full disclosure of greenhouse gas emissions and commitments to combat climate change. Corporate reporting should aim to provide investors with an accurate and holistic view of foreseeable risks to the company, as well as the company’s contribution to the health and stability of key social and environmental systems. Annual audits of the financial statements carried out on behalf of shareholders by independent external auditors should be required for all companies.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]No

[image: checkbox]Yes

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

The MSCI USD HY SRI Sustainable Corporate Bond Index has been designated as a reference benchmark for the purpose of attaining the environmental or social characteristics promoted by the Fund. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

The environmental or social characteristics promoted by the Fund are directly linked to the ones of the reference benchmark as the investment objective of the Fund is to replicate the performance of the reference benchmark, including fluctuations, and to maintain the tracking-error between the Fund and the reference benchmark below 1.5%. 

The reference benchmark is rule-based and therefore continuously apply its methodology, including environmental or social characteristics. 

However, there is no guarantee that extra-financial filter or criteria is applied at any moment. For instance, between two index reshuffles, if a company were deemed to not fulfil anymore an ESG criteria, it may be excluded only at the next reshuffle following the index provider rules.

How does the designated index differ from a relevant broad market index?

The reference benchmark incorporates environmental or social criteria in its asset allocation methodology whereas a relevant broad market index does not and is usually market-capitalization weighted. 

Where can the methodology used for the calculation of the designated index be found?

The methodology used for the calculation of the reference benchmark can be found at: www.msci.com. 
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#1A Sustainable

characteristics

#2 Other

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the
environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the
environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social
objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or
social characteristics that do not qualify as sustainable investments.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds*, the first araph shows the Taxonomy alignment i relation to all the
investments of the financial product including sovereign bonds, while the second araph shows the.
Taxonomy alignment only in relation to the investments of the financial product other than
sovereign bonds.
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* For the purpose of these graphs, ‘sovereign bonds’ consist of all sovereign exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][bookmark: _Hlk125101526][bookmark: _Hlk125100924][image: ] The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 15% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is being structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target 2023 II” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies, the Fund may invest principally in Underlying Funds that provide exposure to equities issued by companies incorporated anywhere in the world, and which take account of a number of ESG factors, as further described in the Supplement. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated its ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 15% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data.

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

15%*.

What is the minimum share of socially sustainable investments?

15%*

*The Fund commits to invest at least 15% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125021149]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.  



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:

[bookmark: _Hlk125100795]

Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes
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How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk127888202]
This financial product promotes environmental or social characteristics, but does not have as its objective sustainable investment. Any further information regarding the sustainable investment of this financial product are indicated in the below section “No sustainable investment objective”.



All of the information concerning the binding elements of the investment strategy and the good governance policies are indicated in the below section “Investment strategy”.



The minimum proportion of investments used to meet the environmental or social characteristics promoted by the Fund has been set at the level of the minimum proportion of Sustainable Investments and is equal to 35%.



The monitoring of environmental or social characteristics for the Sub-Fund is ensured through a dedicated two-layers control framework.



The Investment Manager’s internal guidelines have been defined and implemented to classify products under article 8 (promotion of environmental and/or social characteristics) of SFDR.



The classification entails the follow-up of sustainability indicators used to measure the attainment of each of those environmental or social characteristics promoted by the financial product.



On one hand, investment teams carried out daily controls within Front Office systems to ensure that the features attached to article 8 sustainability indicators are follow-up at any time.



On the other hand, independent risk function also performs second level of controls on a daily basis to spot any breach which are dealt with under an escalation procedure.



All the methodologies used to measure how the social or environmental characteristics promoted by the financial product are met are indicated in the below section "Methodologies for environmental or social characteristics".



Any information relating to data sources used to attain each of the environmental or social characteristics promoted by the financial product, the measures taken to ensure data quality, how data are processed and the proportion of data that are estimated can be used in the below section "Data sources and processing".



Any limitation to the methodologies and data sources referred above and how such limitations do not affect how the environmental or social characteristics promoted by the financial product are met can be found in the section "Limitations to methodologies and data".



For passively managed products BNP Paribas Asset Management (BNPP AM) performs due diligence on the index methodology and ESG research.

Independent controls are also carried out by the Risk function of BNPP AM to identify any potential breach which would be remedied following an escalation process.

Any further information describing the due diligence carried out on the underlying assets of the financial product can be found in the below section "Due Diligence".



Any information regarding the engagement policies implemented by this financial product can be found in the below section “Engagement policies”.



No reference benchmark has been designated for the purpose of attaining the environmental or social characteristics promoted by the financial product.





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

contribute to environmental and/or social objectives through their products and services, as well as their sustainable practices. 

The Manager is using, as of the date of this document, the Investment Manager’s internal methodology to determine sustainable investments. Such methodology integrates several criteria into its definition of sustainable investments that are considered to be core components to qualify a company as sustainable. These criteria are complementary to each other. In practice, a company must meet at least one of the criteria described below in order to be considered as contributing to an environmental or social objective: 

1. A company with an economic activity aligned with the EU Taxonomy objectives; 

2. A company with an economic activity contributing to one or more United Nations Sustainable Development goals (UN SDG) targets; 

3. A company operating in high GHG emission sector that is transitioning its business model to align with the objective of maintaining the global temperature rise below 1.5°C; 

4. A company with best-in-class environmental or social practices compared to its peers within the relevant sector and geographical region. 

Green bonds, social bonds and sustainability bonds issued to support specific environmental and/or social projects are also qualified as sustainable investments provided that these debt securities receive an investment recommendation “POSITIVE” or “NEUTRAL” from the Investment Manager’s ESG research and analysis department, i.e. the “Sustainability Centre”, following the issuer and underlying project assessment based on a proprietary Green/Social/Sustainability Bond Assessment methodology. 

Companies identified as a sustainable investment should not significantly harm any other environmental or social objectives (the Do No Significant Harm “DNSH” principle) and should follow good governance practices. The Investment Manager uses its proprietary methodology and/or relies on information provided by the reference benchmark administrator to assess all companies against these requirements. 

More information on the internal methodology can be found on the website of the Investment Manager: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments that the Fund partially intends to make should not significantly harm any environmental or social objective (DNSH principle). In this respect, for such sustainable investments, the Investment Manager commits to consider principal adverse impacts on sustainability factors by taking into account indicators for adverse impacts as defined in SFDR, and to not invest in companies that do not meet their fundamental obligations in line with the OECD Guidelines and the UN Guiding Principles on Business and Human Rights.

How does this financial product take into account principal adverse impacts on sustainability factors?

How indicators for adverse impacts on sustainability factors are taken into account depends on the ESG methodology of the reference benchmark tracked by the Fund and used for the purpose of attaining the environmental or social characteristics promoted by the Fund. 

The Investment Manager ensures that throughout its investment process, the Fund takes into account principal adverse impact indicators by analysing within the investment process those indicators in respect of the sustainable investment pillars defined in the Investment Manager Global Sustainability Strategy (GSS) and as further detailed below in this document and/or by relying on the ESG methodology and disclosures of the reference benchmark administrator. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments of the Fund exclude issuers that are in violation or at risk of violation of the UN Global Compact Principles, OECD Guidelines for Multinational Enterprises and UN Guiding Principles on Business & Human Rights, including the principles and rights set out in the eight fundamental conventions identified in the Declaration of the International Labour Organisation on Fundamental Principles and Rights at Work and the International Bill of Human Rights. This assessment is conducted within the Investment Manager’s Sustainability Centre on the basis of internal analysis and information provided by external experts, and in consultation with BNP Paribas Group CSR Team. 



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The financial product (the “Fund”) promotes environmental and social characteristics by assessing underlying investments against Environmental, Social, and Governance (ESG) criteria using the methodology of the index provider. As such, the Fund is exposed to issuers that demonstrate superior or improve environmental and social practices, while implementing robust corporate governance practices within.

The Fund aims to improve its ESG profile compared to its investment universe. 

The ESG performance of an issuer is evaluated against a combination of environmental, social and governance factors which include but not limited to: 

o Environmental: energy efficiency, reduction of emissions of greenhouse gases (GHG), treatment of waste; 

o Social: respect of human rights and workers’ rights, human resources management (workers’ health and safety, diversity); 

o Governance: Board of Directors independence, managers’ remuneration, respect of minority shareholders rights. 

The exclusion criteria are applied with regard to issuers that are in violation of international norms and convention, or operate in sensitive sectors as defined by external data providers. 

The MSCI USD IG Liquid SRI Sustainable Corporate Bond Index, administrated by MSCI Limited, has been designated as a reference benchmark for the purpose of attaining the environmental or social characteristics promoted by the Fund.



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve long term capital appreciation. 

The Fund seeks to achieve its investment objective by tracking the performance of the MSCI USD IG Liquid SRI Sustainable Corporate Bond Index while minimising as far as possible the tracking error between the Fund’s performance and that of this index. 

The index is an investment-grade, US dollar denominated benchmark that includes issuers with MSCI ESG Ratings of BBB or higher and excludes issuers that are involved in business activities that are restricted according to pre-defined Business Involvement Screens. Issuers are screened for levels of involvement expressed in terms of % of associated revenue and may relate to activities pertaining to adult entertainment, alcohol, gambling, tobacco, conventional weapons, civilian firearms, nuclear weapons, controversial weapons, nuclear power, thermal coal, fossil fuels and genetically modified organisms. 

The elements of the investment strategy to attain the environmental or social characteristics promoted by this Fund as described below are systematically integrated throughout the investment process. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

· The Fund shall comply with the reference benchmark minimum ESG rating standards and controversial business involvement exclusion criteria. 

· The Fund shall have at least 90% of its investment strategy underlying securities covered by the ESG analysis based on the index provider methodology. 

· The Fund should invest a proportion of its assets in “sustainable investments” as defined in Article 2 (17) of SFDR and as disclosed in the asset allocation below. 

There is no guarantee that extra-financial filter or criteria is applied at any moment. For instance, between two index reshuffles, if a company were deemed to not fulfil anymore an ESG criteria, it may be excluded only at the next reshuffle following the index provider rules. 

What is the policy to assess good governance practices of the investee companies?

The reference benchmark ESG scoring framework assesses corporate governance such as sound management structures, employee relations, remuneration of staff and tax compliance through a core set of standard key performance indicators that look especially at board, pay, ownership and control, and accounting practices. 

Further information on the reference benchmark, its composition, calculation and rules for periodical review and rebalancing and on the general methodology behind the MSCI indices can be found on www.msci.com. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

The Fund does not commit to a minimum rate of reduction of the scope of investments prior to the application of its investment strategy. 

Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes
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Yes, the Fund considers principal adverse impacts on sustainability factors. In order for the Investment Manager to determine which PAI is considered and addressed or mitigated, ESG methodology and disclosures of the reference benchmark and/or the index provider are used. 

The policy framework in order to analyse how principle adverse impacts are considered for the Fund mainly relies on both of the following pillars: 

1- Analysis of the embedded exclusion process of the reference benchmark, leading the investment strategy to remove industries and behaviours that present a high risk of adverse impacts in violation of international norms and conventions and issuers that are involved in activities presenting an unacceptable risk to society and/or the environment; 

2- How the ESG ratings used throughout the investment process include in their methodology consideration of principal adverse impacts on sustainability factors, and to what extent those ratings are used in the investment strategy; 



More detailed information on the manner in which the Investment Manager considers principal adverse impacts of investment decisions on sustainability factors taking due account of the size, the nature and scale of its activities and the types of financial products managed can be found in the Investment Manager’s SFDR disclosure statement: sustainability risk integration and Principal Adverse Impacts considerations. 

In addition, information on how the principal adverse impacts on sustainability factors have been considered over the year will be available in the annual report of the Fund.





E. Proportion of Investments



What is the planned asset allocation for this financial product?

The investments used to meet the environmental or social characteristics promoted by the Fund in accordance with the binding elements of its investment strategy represent the proportion of assets with either 

1) a positive ESG score and either a positive E score or a positive S score or 

2) being Sustainable Investments according to the Investment Manager’s ESG proprietary methodology. 

However, the minimum proportion of investments used to meet the environmental or social characteristics promoted by the Fund has been set at the level of the minimum proportion of Sustainable Investments and is equal to 35%. For the avoidance of doubt, such a proportion is solely a minimum commitment and the real percentage of the investments of the Fund that attained the promoted environmental or social characteristics will be available in the annual report. 

The minimum proportion of sustainable investments of the Fund is 35%. 

The remaining proportion of the investments is mainly used as described below.

[image: Diagram

Description automatically generated]



#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product. 

#2Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments. 

The category #1 Aligned with E/S characteristics covers: 

· The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives. 

· The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments. 

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Financial derivative instruments may be used for efficient portfolio management and hedging purposes. These instruments are not used to attain the environmental or social characteristics promoted by the Fund.  

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The extent to which sustainable investments with an environmental objective are aligned with the EU Taxonomy and that contribute to the environmental objectives climate change mitigation, climate change adaptation, the sustainable use and protection of water and marine resources, the transition to a circular economy, pollution prevention and control and/or the protection and restoration of biodiversity and ecosystems are disclosed in the two graphs below. Even if the investment objective of the Fund falls within the framework of the environmental objectives defined by the Taxonomy Regulation, all the economic activities related to this objective are not necessarily covered by the latter. 

In addition, taxonomy alignment data is still not yet communicated or published and the activities of certain issuers require additional fundamental analysis in order to be accounted for and are therefore not taken into account by the taxonomy data that we use. 



The Investment Manager is currently improving its Taxonomy-alignment data collection to ensure the accuracy and suitability of its Taxonomy sustainability-related disclosures. Further subsequent prospectus updates will be made accordingly. 



Economic activities that are not recognised by the Taxonomy Regulation are not necessarily environmentally harmful or unsustainable. In addition, all activities that can make a substantial contribution to environmental as well as social objectives are not yet part of the Taxonomy Regulation. [image: ]

What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy is 0%. 

The investment strategy of the Fund is not to prevent investments in taxonomy-aligned activities. As such, the commitment within the Fund to invest in activities not aligned with the EU Taxonomy is minimal. 

What is the minimum share of socially sustainable investments?

The minimum share of socially sustainable investments within the Fund is 0%.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining proportion of the investments may include the proportion of assets that do not attain the following standards established by the Investment Manager: 1) a positive ESG score and either a positive E score or a positive S score or 2) being Sustainable Investment according to the Investment Manager’s ESG proprietary methodology or instruments which are mainly used for liquidity, efficient portfolio management, and/or hedging purposes. 

Those investments are made in compliance with the Investment Manager’s internal processes, including the risk management policy and the Investment Manager’s Responsible Business Conduct policy when applicable as minimum environmental or social safeguards. The risk management policy comprises procedures as are necessary to enable the management company to assess for each financial product it manages the exposure of that product to market, liquidity, sustainability and counterparty risks. 



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The following sustainability indicators are used to measure the attainment of the environmental and social characteristics promoted by the Fund, and are based on the reference benchmark ESG methodology: 

· The percentage of the Fund’s portfolio compliant with the reference benchmark minimum ESG ratings standards and controversial business involvement exclusion criteria; 

· The percentage of the Fund’s assets covered by the ESG analysis based on the index provider ESG methodology; 

· The percentage of the Fund’s portfolio invested in “sustainable investments” as defined in Article 2 (17) of SFDR. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The monitoring of environmental or social characteristics for article 8 products is ensured through a dedicated two-layers control framework.

BNP’s internal guidelines have been defined and implemented to classify products under article 8 (promotion of environmental and/or social characteristics) of SFDR.

The classification of products in these two categories entails the follow-up of sustainability indicators used to measure the attainment of each of those environmental or social characteristics promoted by the financial product.

On the one hand, investment teams carried out daily controls within Front Office systems to ensure that the features attached to article 8 sustainability indicators are followed-up at all times.

On the other hand, independent risk function also performs second level of controls on a daily basis to spot any breach which are dealt with under an escalation procedure.









G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127888285]BNPP AM is working towards a world where all investing is responsible: investing responsibly is not just about embracing the social values and global concerns the company shares with its clients, it is about investing in a brighter future that delivers long-term rewards for both its clients and future generations.

BNPP AM acknowledges the importance of its role in representing the interests of its clients to the management teams of the companies in which they invest. Being long-term investors enables the development of productive relationships, allowing scope to engage on the issues that are most relevant to the Investment Manager’s investment cases.

In 2019, the Investment Manager has enhanced its investment philosophy with the development of a set of six investment beliefs focused on sustainability:

1. BNPP AM are long-term, forward-looking investors:

The Investment Manager analyse the past in order to better anticipate future developments while considering the economic model which will best serve BNPP AM in the long term – one focused on low-carbon, sustainable and inclusive growth.

2. BNPP AM’s fiduciary duty is aligned with sustainable investment:

BNPP AM have a duty to their clients to make well-informed investment decisions, taking reputational, operational and financial risks into careful consideration. ESG factors are a key element of this.

3. Stewardship is an opportunity and an obligation:

As long-term investors, BNPP AM believe that they should use stewardship (which encompasses proxy voting, company engagement and policy advocacy), to influence companies and the world for the better. They believe that engagement is generally more effective than exclusion – although divestment can be a last resort.

4. ESG integration helps achieve better risk-adjusted returns:

Sustainability is a long-term driver of investment risks and returns. BNPP AM believe sustainability is imperfectly understood, under-researched and inefficiently priced, with inconsistent levels of disclosure.

Against this background, BNPP AM will make better investment decisions through systematically and explicitly integrating ESG factors into investment analysis and decision-making.

5. A sustainable economic future relies on sustainable investment practices:

The way BNPP AM invest and engage with companies and regulators can help shape the world around us. Managing ESG risks will help promote greater market stability and more sustainable long-term growth while delivering the same, or better, financial returns.

6. Walking the talk is critical to achieving excellence:

As a sustainable asset manager, the Investment Manager’s corporate practices and disclosures should match or exceed the standards BNPP AM expect from the entities in which they invest. That is why this is a priority. BNPP AM are exploring how they can integrate sustainability considerations more fully across all aspects of their business, from how they manage both energy use and waste disposal at their facilities, to gender equality within BNPP AM’s workforce, and by providing ample time and opportunity for their employees to engage in volunteer work.



The components of BNPP AM’s sustainability approach:

In a fast changing world, BNPP AM’s focus is on achieving long-term sustainable returns for clients. In line with this, BNPP AM is committed to integrating sustainability matters across as many strategies as possible.

The BNPP AM 'Global Sustainability Strategy' details the approach to sustainability, setting clear objectives and commitments, and focusing on three key sustainability themes: Energy transition, the Environment and Equality and inclusive growth (the ‘3Es’).

It reinforces the commitment to invest for the long term, engage with companies and regulators to promote best practice, and raise awareness of the role that finance can play in achieving a sustainable world.

The strategy to improve sustainability is built on six pillars, four of which are systematically implemented across BNPP AM’S investment strategies. This approach strengthens the way they invest, including how they generate investment ideas, construct optimal portfolios, control for risk and use their influence with companies and markets. It is designed to respond to the diverse needs of a broad client base while protecting their interests.



The six pillars of BNPP AM’s approach:

1. ESG integration

BNPP AM integrate ESG factors throughout their investment processes. From investment philosophy, research and idea generation, to portfolio construction and risk management, as well as engagement, voting, disclosure and reporting.

Examples of guidelines include, but are not limited to:

BNPP AM will not invest in a public entity without an ESG score, or performing qualitative ESG analysis in the absence of an ESG rating;

BNPP AM should aim to hold portfolios with more positive ESG characteristics than their respective investment universe;

As a last resort, BNPP AM may divest from weakly rated entities which do not respond to engagement, and which show no sign that they will place greater emphasis on sustainability considerations in the future;

Holdings of weakly-rated public entities will need to be justified by additional documented qualitative analysis integrating ESG factors;

Some of BNPP AM’s financial product should aim to have a lower carbon footprint than their respective investment universe.

2. Stewardship

BNPP AM are committed to their role as an efficient and diligent steward of the assets their clients entrust them with, and since 2012, they have engaged with the companies they invest in on ESG factors, adopting best practices and greater transparency.

BNPP AM are thoughtful and diligent investors in companies, and have detailed proxy-voting and engagement guidelines on a range of ESG issues.

BNPP AM have three Heads of Stewardship & Engagement roles, for EMEA, the Americas and the Asia Pacific region, who lead their stewardship activities in these regions, including direct corporate engagement and proxy voting, working with policymakers on key issues relating to sustainable finance and investment, and representing BNPP AM in regional ESG investor networks.

Collective engagements:

Recognising that there is a real opportunity to make a difference by sharing knowledge and resources, BNPP AM participates with the wider investment community in a number of ways. For instance, BNPP AM have worked alongside other global investors and publicly supported a series of statements and pledges. BNPP AM also promotes the efficient management of environmental issues, proposing innovative ideas to leading policy makers and contributing to the development of impact investing.

BNPP AM are committed to promoting ESG on an industry-wide scale through the organisation of, or participation in, sustainable investment forums worldwide, and the publication of articles and dedicated newsletters, for instance on BNPP AM’s ViewPoint website. In terms of ESG initiatives, BNPP AM currently participate in over 40 collective engagement initiatives.

Individual engagements:

Creating a dialogue with the companies BNPP AM invest in provides them with another opportunity to foster environmentally responsible practices. In particular, BNPP AM strive to engage with the companies they consider being at risk because their practices or strategy might undermine their ability to perform well financially due to their exposure to climate change risks. For example, BNPP AM’s engagement strategy aims to improve companies’ carbon disclosure, their overall environmental performance, and their understanding of what actions companies are taking to align themselves with the goal of a well below 2°C scenario.

3. Responsible business conduct expectations and product-based exclusions

BNPP AM expect companies to meet their fundamental obligations in the areas of human and labour rights, protecting the environment and ensuring anti-corruption safeguards, wherever they operate, in line with the UN Global Compact Principles and the OECD Guidelines for Multinational Enterprises. BNPP AM engage with companies where they fall short, excluding the worst offenders from BNPP AM’s investment universe.

BNPP AM have a series of sector policies that set out the conditions for investing in particular sectors, guiding BNPP AM’s screening requirements and engagement. 

BNPP AM have another set of policies that commit them to exclude particular sectors or activities (tobacco, unconventional oil and gas, coal, controversial weapons or asbestos), as BNPP AM deem them to be in violation of international norms, or to present unacceptable harm to society or the environment, without counterbalancing benefits. These are generally sectors where engagement makes little sense, as creating real impact is likely to be impossible.

BNPP AM’s full approach is documented in their RBC Policy (Responsible Business Conduct Policy), available on their website: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com)

4. Forward-looking perspective - the 3E's

BNPP AM have identified three critical pre-conditions for a more sustainable and inclusive economic system: 

Energy transition to a low carbon economy;

Environmental sustainability;

Equality and inclusive growth.

Together, these ‘3Es’ represent the pathway to the economic sustainability that enables us, as investors, to safeguard long-term returns.

In considering their approach to these challenging topics, BNPP AM have a range of tools at hand. These include investment, divestment, stewardship and integration:

BNPP AM can invest in the companies and sectors that are part of the solution, encouraging their growth and benefiting from their success through BNPP AM’s allocation of capital.

BNPP AM can divest from those companies that BNPP AM believe are at risk from inevitable structural changes, and whose behaviour is too much at variance with BNPP AM’s own beliefs and investor preferences.

BNPP AM can exercise investor stewardship – through BNPP AM’s proxy voting and engagement activity with companies – and via BNPP AM’s discussions with policymakers, regulators and governments.

BNPP AM integrate their knowledge and perspectives on the ‘3Es’ into investment processes across asset classes. This optimises BNPP AM’s ability to make well-informed decisions – particularly in a world with imperfect information and varied levels of knowledge – thus helping to protect and enhance investment outcomes for clients.

Together, these steps allow BNPP AM to optimise their portfolio-level decisions, help shape the debate and align BNPP AM’s total investments with the economy of the future. To guide BNPP AM’s actions over the coming years, BNPP AM have identified a set of targets and key performance indicators for each of the ‘3Es’. Recognising the importance of getting these aspects right, in most cases BNPP AM take a staged approach to establishing them – measuring first BNPP AM’s exposure before committing to targets.

The selection of sub-themes, targets and KPIs described below is the result of a combination of factors. The areas BNPP AM have selected are those where BNPP AM believe BNPP AM can have the biggest impact and apply more leverage to foster change, but also where there are enough data and tools to act, monitor and report.

BNPP AM report on their approach annually in their sustainability report available on Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

For further information on BNPP AM’s sustainability roadmap, please refer to their Global Sustainability Strategy on their website.

 

ESG SCORING PROCESS:

In this framework, BNPP AM scores more than 13 000 issuers of securities using a four-step process. The scores are made available internally to facilitate ESG integration, investment stewardship and more.

1- ESG metric selection and weighting

To arrive at ESG scores that provide useful insights, BNPP AM select metrics using three criteria:

•	Materiality: BNPP AM reward companies that score highly on ESG issues that are material to their business, based on the expertise from BNPP AM’s Sustainability Centre as well as frameworks such as SASB and empirical studies.

•	Measurability and insight: BNPP AM prefer insightful performance metrics over policies or programs.

•	Data quality and availability: BNPP AM favour metrics for which data is of reasonable quality and readily available so that BNPP AM can compare issuers fairly. BNPP AM use numerous research inputs and data sources (e.g. Sustainalytic, ISS & Trucost) to determine companies ESG scores.

The metrics BNPP AM use are a blend of common and sector-specific.

2- ESG assessment vs. peers

BNPP AM’s assessment is primarily sector-relative, reflecting the fact that ESG risks and opportunities are not always comparable between sectors and regions. For instance, health & safety is less important for an insurance company than a mining company.

The 13 000+ companies under coverage are therefore divided into 20 sector groups and 4 geographical areas, leading to 80 ESG scoring peer groups of geographical and sector peers.

Each issuer starts with a baseline ‘neutral’ score of 50. BNPP AM then sum its score for each of the three ESG pillars – Environmental, Social and Governance. An issuer receives a positive score for a pillar if it performs better than the average of its peer group. If it performs below average, it receives a negative score.

However, two universal issues that impact all companies are not scored relative to peers, introducing a deliberate ‘tilt’ for the most exposed sectors. These are:

•	Carbon emissions – As the world faces an absolute carbon emissions problem, BNPP AM implement an absolute carbon emission measure, creating a positive bias towards issuers and sectors with lower carbon emissions.

•	Controversies – Sectors that are more prone to ESG controversies have slightly lower scores, reflecting increased risk (‘headline’, reputational or financial risk).

The overall result is a quantitative ESG score that ranges from zero to 99, with the ability to see how each ESG pillar has added to or detracted from the company’s final score.

3- Qualitative review

In addition to proprietary quantitative analysis, BNPP AM also integrate information from third-party sources, their Sustainability Centre’s in-depth research on material issues (e.g. climate change) and BNPP AM’s investment teams’ knowledge and interaction with issuers.

4- Final ESG score

Combining both qualitative and quantitative inputs, BNPP AM reach an ESG score ranging from zero to 99, with issuers ranked in deciles against peers. Issuers that are excluded from investment through BNPP AM’s Responsible Business Conduct policy are assigned a score of 0.

Going forward, some product intend to invest part of their assets in sustainable investments in the meaning of art.2 (17) of SFDR.

The objectives of sustainable investments are to finance companies that contribute to environmental and/or social objectives through their products and services, as well as their sustainable practices. 

BNP PARIBAS ASSET MANAGEMENT’s internal methodology integrates several criteria into its definition of sustainable investments that are considered to be core components to qualify a company as sustainable. These criteria are complementary to each other. In practice, a company must meet at least one of the criteria described below in order to be considered as contributing to an environmental or social objective:

1.	A company with an economic activity aligned with the EU Taxonomy objectives. A company can qualify as sustainable investment in case it has more than 20% of its revenues aligned with the EU taxonomy. A company qualifying as sustainable investment through this criteria can contribute to the following environmental objectives: sustainable forestry, environmental restoration, sustainable manufacturing, renewable energy, water supply, sewerage, waste management and remediation, sustainable transportation, sustainable buildings, sustainable information and technology, scientific research for sustainable development;

2.	A company with an economic activity contributing to one or more United Nations Sustainable Development goals (UN SDG) targets. A company can qualify as sustainable investment in case it has more than 20% of its revenues aligned with the SDGs and less than 20% of its revenues misaligned with the SDGs. A company qualifying as sustainable investment through this criteria can contribute to the following objectives:

a.	Environmental: sustainable agriculture, sustainable management of water and sanitation, sustainable and modern energy, sustainable economic growth, sustainable infrastructure, sustainable cities, sustainable consumption and production patterns, fight against climate change, conservation and sustainable use of oceans, seas and marine resources, protection, restoration and sustainable use of terrestrial ecosystems, sustainable management of forests, fight against desertification, land degradation and biodiversity loss

b.	Social: no poverty, zero hunger, food security, healthy lives and well-being at all ages, inclusive and equitable quality education and lifelong learning opportunities, gender equality, women and girls empowerment, availability of water and sanitation, access to affordable, reliable and modern energy, inclusive and sustainable economic growth, full and productive employment and decent work, resilient infrastructure, inclusive and sustainable industrialization, reduced inequality, inclusive, safe and resilient cities and human settlements, peaceful and inclusive societies, access to justice and effective, accountable and inclusive institutions, global partnership for sustainable development;

3.	A company operating in high GHG emission sector that is transitioning its business model to align with the objective of maintaining the global temperature rise below 1.5°C. A company qualifying as sustainable investment through this criteria can contribute to the following environmental objectives: GHG emissions reduction, fight against climate change;

4.	A company with best-in-class environmental or social practices compared to its peers within the relevant sector and geographical region. A company with a contribution score above 10 on the Environmental or Social pillar qualifies as best performer. A company qualifying as sustainable investment through this criteria can contribute to the following objectives:

a.	Environmental: fight against climate change, environmental risk management, sustainable management of natural resources, waste management, water management, GHG emissions reduction, renewable energy, sustainable agriculture, green infrastructure

b.	Social: health and safety, human capital management, good external stakeholder management (supply chain, contractors, data), business ethics preparedness, good corporate governance

Green bonds, social bonds and sustainability bonds issued to support specific environmental and/or social projects are also qualified as sustainable investments provided that these debt securities receive an investment recommendation “POSITIVE” or “NEUTRAL” from the Sustainability Center following the issuer and underlying project assessment based on a proprietary Green/Social/Sustainability Bond Assessment methodology.

Companies identified as a sustainable investment should not significantly harm any other environmental or social objectives (the Do No Significant Harm “DNSH” principle) and should follow good governance practices. BNP PARIBAS ASSET MANAGEMENT uses its proprietary methodology to assess all companies against these requirements.

More information on the internal methodology can be found on the following website: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

Once issuers have been identified as a Sustainable Investment, the regulation requires an assessment that the issuer does not significantly harm (DNSH) any other environmental or social objectives and follows good governance practices. Therefore, the following exclusion filters have been added. Issuers should:

1. Not significantly harm any other environmental or social objective: DNSH is identified in the following ways:

-Companies involved in large scale controversies could be seen as detracting from environmental and social goals regardless of their positive contributions. BNPP AM uses controversy data provided by Sustainalytics.

-do not have a weak ESG score: issuers which are ranked decile ten against their peer group in BNPP AM’s internal ESG scoring framework cannot be considered as “Sustainable Investments”. 

-not be included on BNPP AM’s watchlist: BNPP AM’s Responsible Business Conduct policy establishes a watchlist of issuers that are at risk of breaching ESG standards and with whom BNPP AM engage in a dialogue to encourage improvements. An issuer included in BNPP AM’s watchlist cannot be considered as “Sustainable Investments”.

2. follow good governance practices : BNPP AM uses its proprietary ESG scoring methodology which is split out into an Environmental, Social and Governance score. Issuers with a Governance score below 10, are removed and are not considered as “Sustainable Investment”.

As per the clarifications on the ESAs’ draft RTS under SFDR published on June 2nd, 2022, the use of the Principal Adverse Sustainability Indicators (PASI) is mandatory to demonstrate that an investment does not significantly harm any other environmental or social objectives. All the 14 mandatory PASI and BNPP AM’s 3 selected voluntary PASI for Corporates are covered in BNPP AM’s Sustainable Investment definition via the following channels:

·Several PASI are taken into account via BNPPAM’s approach to ESG integration. For instance, carbon emissions and board gender diversity are integrated factors in BNPP AM’s ESG scoring model which underpins the E and S pillar inclusion criteria in BNPP AM’s Sustainable Investment definition.

·Several PASI are taken into account via BNPPAM’s RBC policy e.g. coal and other fossil fuel involvement and controversial weapon involvement. BNPP AM’s RBC policy is applied universally across their portfolios and assesses/excludes companies before they can be considered Sustainable Investment

·BNPP AM’s DNSH and good governance screen in their Sustainable Investment definition considers additional PASI, through the exclusion of companies involved in large scale controversies, the exclusion of issuers with a weak ESG Score (decile 10), and the exclusion of issuers that are watch listed as per BNPP AM’s RBC policy.

·Overall, the PASI are closely related to BNPP AM’s internal ESG integration criteria in portfolios (through BNPP AM’s RBC and indicators used in the ESG scoring methodology).

·In addition, the sustainable investments made by articles 8 and/or 9 products consider and address or mitigate all the 14 mandatory corporate PASI, BNPP AM’s 3 selected voluntary corporate PASI and the two sovereign PASI based on the combination of the different pillars of BNPP AM’s Global Sustainability Strategy. For more details please refer to their public PASI disclosure statement here.

BNPP AM has developed its own methodology to identify financial products promoting social or environmental characteristics. A company qualifies as promoting social or environmental characteristics if:

•It has been identified as a Sustainable Investment

Or

•It has an ESG score above 50 and the contribution score to the Environmental or Social pillar is above. BNPP AM’s proprietary ESG scoring methodology further details how issuers ESG performance are rated.





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127888306]With respect to market data providers, BNPP AM select them using a two-step due diligence process. BNPP AM’s Quantitative Research Group begins by analyzing providers’ data sets, which includes examining the coverage of data and its quality, and a statistical review of estimation methodologies, among other items. At the same time, the Sustainability Centre performs a qualitative review of methodologies used and the relevance of selection criteria.

Once BNPP AM have selected a provider, the data sets are usually automatically uploaded to their IT systems. BNPP AM’s market data team oversees governance related to the relationship with the provider, and as part of this process, BNPP AM perform an annual review of BNPP AM’s market data contracts. ESG brokers are selected, monitored and assessed through a formal process organized by BNPP AM’s External Brokers department and formalized once a year by the Global Brokers Committee.



BNPP AM’s external specialized providers and what they offer are as follows:



• Sustainalytics provides BNPP AM with raw data metrics that BNPP AM use selectively to feed BNPP AM’s ESG scoring model. BNPP AM also use this provider for UNGC analysis and controversies offerings.



• S&P Trucost, CDP, Bloomberg, 427, TPI, SBTi and Climate Action 100+: BNPP AM use these data providers for BNPP AM’s climate change and physical risk analysis. Bloomberg and S&P Trucost also provide BNPP AM with corporate Scope 1 & 2 carbon emissions data.



• CDP, S&P Trucost, Forest 500, TRASE, SPOTT, FAIRR, and Iceberg Data Lab provide BNPP AM with water, deforestation and biodiversity metrics BNPP AM use to assess and report on the biodiversity footprints of BNPP AM’s portfolios and holdings.



• ISS and Proxinvest provide BNPP AM  with their governance research and data to feed BNPP AM’s ESG scoring model.



• Beyond Ratings provides BNPP AM with data and research used in BNPP AM’s ESG sovereign research and scoring framework.



• ESG and mainstream brokers provide BNPP AM with research papers and other market information.



• Factset provides BNPP AM with financial and enterprise value data



• Bloomberg provides BNPP AM with EU Taxonomy alignment rate data that BNPP AM use as part of BNPP AM’s Sustainable Investment definition



• BNPP AM has partnered with Matter to create a revenue-based SDG-alignment model for corporates leveraging Factset Hierarchy data which is used as part of the Sustainable Investment definition



• CDP, Bloomberg, S&P Trucost, Factset, Sustainalytics & ISS is also used to source various Principle Adverse Impact (PAI) indicators.



Please note that corporate Scope 1 & 2 carbon emissions data sourced by Trucost contains some estimated values.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Despite the rapid increase in availability in recent years, ESG data is still relatively immature in particular when compared to mainstream financial data. Data availability presents an array of limitations in data processing and methodology development:

• Due to lack of significant historical data, it is common to observe methodologies and/or models being developed without or with limited back testing.

• ESG scores can be affected by data availability and companies with lower data availability are more likely to be assigned an “average” score.

• The assessment of the EU Taxonomy and SDG alignment of economic activities of some issuers is not taken into account in the datasets BNPP AM are currently using. Therefore, a complementary fundamental analysis process has been developed to complement BNPP AM’s current EU Taxonomy and SDG datasets.

An extra-financial approach may be implemented in a different way by management companies when setting investment management objectives for financial products, in particular in view of the absence of common or harmonized labels at European Level. This also means that it may be difficult to compare strategies integrating extra-financial criteria to the extent that the selection and weightings applied to select investments may be based on metrics that may share the same name but have different underlying meanings. In evaluating a security based on the extra-financial criteria,

the Investment Manager may also use data sources provided by external extra-financial research providers. Given the evolving nature of extra-financial field, these data sources may for the time be incomplete, inaccurate, unavailable or not updated. Applying responsible business conduct standards as well as extra-financial criteria in the investment process may lead to the exclusion of securities of certain issuers. Consequently, the Sub-Fund's performance may at times be better or worse than the performance of relatable funds that do not apply such standards. In addition, the proprietary methodologies used to take into account ESG non-financial criteria may be subject to reviews in the event of regulatory developments or updates that may lead, in accordance with the applicable regulations, to the increase or decrease of the classification of products, of the indicators used or of the minimum investment commitment levels set.

Finally, BNPP AM have embraced BNPP AM’s role as a ‘future maker’, using their ability to engage with companies and their investments to tackle three key issues: Energy transition, Environmental sustainability, and Equality & inclusive growth. These ‘3Es’ participate to the mitigation of sustainability risks by guiding BNPP AM’s strategic research, stewardship and thematic investing innovation. In 2022, BNPP AM published their net zero roadmap and the biodiversity footprint of their Corporates investments. BNPP AM’s ESG Research findings leverage multiple sources in order to enhance data coverage and analysis. BNPP AM’s ESG research is independent, not limited to ESG data providers and completed by direct contact and engagement with issuers. In addition, BNPP AM’s data strategy is designed to build historical datasets whilst BNPP AM strive to constantly assess the rapidly evolving ESG data landscape. These objectives provide BNPP AM with the necessary tools to further improve BNPP AM’s methodologies and overall data capabilities.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

BNPP AM performs an ESG analysis on the underlying assets through its proprietary ESG score composed of environmental, social and governance indicators. This ESG score is part of the investment decision process of the portfolio manager. Controls are carried out by the fund manager to ensure that commitments related to this ESG score are respected at any time. Independent controls are also carried out by the Risk function of BNPP AM to identify any potential breach which would be remedied following an escalation process.

BNPP AM apply a layer of data quality and control to the underlying metrics BNPP AM source from third parties to narrow BNPP AM’s focus to the indicators that BNPP AM deem to have sufficient coverage, quality and insight. When ESG updates are performed each ESG Sector Analyst performs quality and coherence controls on the main changes of companies in their sector.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Voting and engagement are key components of BNPP AM’s Global Sustainability Strategy and their investment decisions. Together, voting and engagement form one of the six pillars of BNPP AM’s approach to sustainable investment and are fully embedded in BNPP AM’s Global Sustainability Strategy (GSS).

To ensure that these activities are effective, consistent and supportive of BNPP AM’s overall objectives as fiduciaries, they are not only rooted in BNPP AM’s GSS, but are amplified in their Stewardship Policy and their Governance and Voting Policy, each reviewed annually, revised as needed, and approved by the Sustainability Committee and the Proxy Voting Committee.

BNPP AM’s voting and engagement activities inform their investment decisions on a day-to-day basis, within the framework of their GSS and ESG integration guidelines. Similarly, BNPP AM’s engagement informs their ESG analysis and ratings of issuers.

BNPP AM use three tools — voting, engagement and public policy advocacy — to encourage companies to improve their performance and accountability on sustainability topics, and to urge policymakers to deliver legislation, regulation and standards that foster sustainable, equitable development. These activities help BNPP AM to better manage ESG risks in the near and long term, enhance BNPP AM’s knowledge and understanding as an investor and generate positive impact — all of which benefit their clients.

Liability risk is built into BNPP AM’s controversy tracking tool. Thus, all companies are monitored via a permanent flow of information from relevant sources (brokers, public data, media, etc.). In the event of controversy, ESG analysts may trigger a special monitoring procedure (by setting up a specific list). Portfolio managers are therefore alerted and any new purchase or increase in positions in this monitored security is prohibited until a new ESG recommendation is provided by ESG analysts. This process allows BNPP AM to maintain a maximum alert level when a controversy arises.

The more controversies a company faces, the greater the reputational risk for BNPP AM’s funds. All controversies are classified from level 1 (least serious) to level 5 (most important). The classification takes into account the impact of the incident (severity and number), the level of recurrence, responsibility and exceptionality, response and management by the company. A company is automatically penalized if it faces one or more level 3 or higher controversies.

If the controversy is extremely serious or has particularly negative consequences, the company could be excluded from BNPP AM’s investment universe. In addition, sectors most exposed to ESG controversies and scandals have structurally weaker ESG results in their rating system.

GOVERNANCE AND VOTING PRINCIPLES:

The following principles describe BNPP AM’s expectations of the public companies in which BNPP AM invest. BNPP AM believe that Environmental, Social and Governance (ESG) issues impact the value and reputation of entities in which BNPP AM invest, in addition to driving systemic risks and opportunities. BNPP AM are therefore committed to incorporating ESG standards into BNPP AM’s investment processes and voting criteria, in the long-term interests of their clients. These principles act as a guiding framework by which BNPP AM executes its ownership responsibilities.

1. FOCUS ON LONG-TERM SUSTAINABLE VALUE CREATION

Management bodies play a critical oversight role to ensure that companies deliver long-term sustainable value, meaning value that can be sustained over the long term, in line with the interests of society and the environment. Corporate governance practices should keep the board’s attention focused on this goal with a clear strategy that takes into account all key stakeholders. Boards should maintain an open dialogue with investors and be prepared to discuss their long-term plans for sustainable value creation.

2. PROTECT SHAREHOLDER RIGHTS

Shareholders play a key role in BNPP AM’s system of corporate accountability and value creation. BNPP AM’s rights as shareholders allow BNPP AM to take action to defend the interests of their clients, when companies underperform expectations. It is therefore critical that shareholder rights be preserved and, where necessary, strengthened:

· Companies should ensure that the rights of all investors are protected and should treat investors equitably, notably by respecting the principle of one share - one vote - one dividend.

· All shareholders should be given the opportunity to vote on all decisions concerning fundamental corporate changes.

· Capital increases should be carefully controlled to minimize dilution of existing shareholders.

· Anti-takeover devices should not be used.

· Shareholders should have opportunities to address material concerns, including through direct access to the proxy to nominate directors and through the submission of shareholder proposals.

3. ENSURE INDEPENDENT, EFFECTIVE AND ACCOUNTABLE BOARD STRUCTURE

There should be a sufficient counter-balancing structure at the board and its committees with a strong presence of qualified, engaged and independent directors to allow for effective oversight of management, with independent leadership. Formal evaluation of the board, executive sessions and succession plans should be in place. Directors should be elected annually, by a majority vote of shareholders. Board composition should include the expertise necessary to understand and address emerging risks facing the company and its key stakeholders.

4. ALIGN INCENTIVE STRUCTURES WITH LONG-TERM INTERESTS OF STAKEHOLDERS

Executive compensation plans should be aligned with the long-term performance of the company, and should discourage irresponsible risk-taking, strengthen employee loyalty, take into consideration their impact on inequality and aim to foster inclusive growth. They should include non-financial targets, including those relating to the key sustainability risks and opportunities presented by the company’s business model. Compensation programs should not restrict the company’s ability to attract and retain talented executives, and should respect best market practices. They should be disclosed to shareholders in a clear and thorough way, and be subject to shareholder approval.

5. ENSURE RESPECT FOR SOCIETY AND THE ENVIRONMENT

Long-term sustainable returns depend upon proactive and effective management of ESG risks and opportunities to ensure that growth does not come at the expense of social and environmental health and stability. As a sustainable investor, BNPP AM expect companies to understand the risks they face and the risks they create, as well as the opportunities that better ESG performance might bring to their businesses, and to act responsibly towards all stakeholders. All companies should strive to meet high corporate governance, environmental and social standards to protect stakeholders’ long-term interests.

6. DISCLOSE ACCURATE, ADEQUATE, AND TIMELY INFORMATION

Companies should ensure that timely and accurate disclosure is made on financial and operating results, ownership issues, lobbying activities and performance on key ESG issues, including full disclosure of greenhouse gas emissions and commitments to combat climate change. Corporate reporting should aim to provide investors with an accurate and holistic view of foreseeable risks to the company, as well as the company’s contribution to the health and stability of key social and environmental systems. Annual audits of the financial statements carried out on behalf of shareholders by independent external auditors should be required for all companies.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]No

[image: checkbox]Yes

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

The MSCI USD IG Liquid SRI Sustainable Corporate Bond Index has been designated as a reference benchmark for the purpose of attaining the environmental or social characteristics promoted by the Fund. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

The environmental or social characteristics promoted by the Fund are directly linked to the ones of the reference benchmark as the investment objective of the Fund is to replicate the performance of the reference benchmark, including fluctuations, and to maintain the tracking-error between the Fund and the reference benchmark below 1.5%. 

The reference benchmark is rule-based and therefore continuously apply its methodology, including environmental or social characteristics. 

However, there is no guarantee that extra-financial filter or criteria is applied at any moment. For instance, between two index reshuffles, if a company were deemed to not fulfil anymore an ESG criteria, it may be excluded only at the next reshuffle following the index provider rules. 

How does the designated index differ from a relevant broad market index?

The reference benchmark incorporates environmental or social criteria in its asset allocation methodology whereas a relevant broad market index does not and is usually market-capitalization weighted. 

Where can the methodology used for the calculation of the designated index be found?

The methodology used for the calculation of the reference benchmark can be found at: www.msci.com. 
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds*, the first araph shows the Taxonomy alignment i relation to all the
investments of the financial product including sovereign bonds, while the second araph shows the.
Taxonomy alignment only in relation to the investments of the financial product other than
sovereign bonds.
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk126235093][bookmark: _Hlk126232694][bookmark: _Hlk126233112]Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 



[bookmark: _Hlk127874079][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable environmental, social and governance (“ESG”) characteristics. Favourable ESG characteristics are determined by reference to sustainable investments, Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. At least 95% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 40% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.


The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

The Management Company’s Investment, Compliance, and Risk teams monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a regular basis, using The Management Company’s internal monitoring systems and governance processes.

The Management Company uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and the Management Company does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

The Management Company completes ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Sub-Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Sub-Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Sub-Fund partially intends to make is linked to the sustainable investments made by the underlying funds. The Sub-Fund will seek to make investments in underlying funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

1. Made in investee companies that demonstrate good governance;

2. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

3. Made in investee companies that make a positive contribution towards an environmental or social objective. The Sub-Fund may allocate between underlying funds which make sustainable investments of any type, i.e., investments with an environmental, and/or a social objective. The Sub-Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Sub-Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant underlying fund investment managers. These policies are considered as part of our initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation and the approach taken by the Management Company.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal Adverse Impact Indicators are calculated at both the Sub-Fund level and the underlying fund level. The results will be compared with that of a chosen proxy benchmark representative of the Sub-Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Management Company can improve at Sub-Fund level and/or where Management Company can engage with underlying fund investment managers to improve at the underlying fund level. For example, Management Company may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Sub-Fund makes in the underlying funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

a) Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

b) Through engagement with the underlying fund investment managers to ensure that the sustainable investments that the underlying funds makes are:

- Made in investee companies that demonstrate good governance:

- Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

- Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 

The Sub-Fund will invest a minimum of 90% in underlying funds classified as either Article 8 and/or Article 9 under SFDR, which means, that at a minimum, the majority of the underlying funds which the Sub-Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.

b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Management Company deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 

A monthly independent analysis and classification of the Sub-Fund’s ESG score is performed internally by the Management Company. A minimum ESG scoring threshold is applied at Sub-Fund Level to ensure that the Sub-Fund’s ESG score does not fall below a level deemed by the Management Company to be appropriate for a fund promoting E & S characteristics. This additional control serves to highlight a minimum Sub-Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings, the Management Company apply norms-based exclusions. The Management Company wants its funds under management to avoid making any investments which the Management Company or its clients might deem incompatible with minimum responsible investing principles. To align the Sub-Fund’s investments with this sustainable investment approach, Management Company have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.

Exclusion categories considered in the Exclusion Policy are: 

· United Nations Global Compact Principles 

· Controversial Weapons 

· Tobacco 

· Climate Change 

· Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Sub-Fund seeks to achieve capital appreciation over the recommended holding period by investing in a diversified portfolio of the permissible instruments as set out above in the section of the main body of the Prospectus entitled “The Sub-Funds”. 

Although the Sub-Fund does not have a specific sustainable investment objective, the Sub-Fund will pursue an investment strategy that seeks to identify the best investment opportunities by integrating financial analysis with environmental, social responsibility and governance considerations. In order to meet such extra-financial characteristics, the target funds or the assets held directly by the Sub-Fund are assessed as related to sustainable and social criteria and where applicable, they must have an explicit commitment to responsible investing as per their investment process.

The ESG rating of each instrument held by the Sub-Fund should be reflected in an assessment, and ultimately in the decision on whether to invest in such instrument. The Sub-Fund will invest, directly or indirectly through open-ended UCIs and UCITS, in instruments that have better social or environmental ratings and/or are issued by issuers with better social or environmental practices. For example, as stated above, the Sub-Fund currently intends to invest a minimum of 90% in other funds classified as either Article 8 and/or Article 9 under SFDR, which means, that at a minimum, the majority of the underlying funds which the Sub-Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.

The Management Company also maintains due diligence processes to assess the ESG commitments of underlying investments and underlying fund managers. To this end, the Management Company, reviews and assesses on a periodic basis private and public information related to each issuer and/or relevant underlying fund manager, as applicable, and its ESG rating or characteristics. In addition to such assessment, the Management Company will obtain from each issuer (and/or the relevant underlying fund manager, as the case may be), which has been selected for investment by the Sub-Fund, any information necessary to assess the ESG rating or characteristics of the relevant underlying investment.

For any direct investment (i.e., non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Sub-Fund as defined by the Management Company. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process.

For any direct investment (i.e., non-underlying fund investments), the Management Company recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Management Company determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e., non-underlying fund investments), the Management Company’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good Governance is assessed for underlying funds through engagement with the underlying fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in Article 8 or 9 SFDR classified funds, demonstrates that the Management Company is limiting the Sub-Fund’s investment universe of underlying funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

In addition, direct holdings (i.e. non-underlying fund investments) in the Sub-Fund must have a minimum rating of BB according to MSCI ESG Manager. This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Principal adverse impacts are considered on an ongoing basis by monitoring the investments against any applicable mandatory and additional principal adverse impacts indicators.



Information on how the principal adverse impacts were taken into account will be provided in the Sub-Fund’s annual report.







E. Proportion of Investments



What is the planned asset allocation for this financial product?

Among the investments of the Sub-Fund (i.e. products NAV which is the total market value of the product): 

- 95% are aligned with E/S characteristics (#1 in the graph below), among which: 

- 40% of the Sub-Fund’s investments are sustainable investments (#1A in the graph below) with environmental or social characteristics which are not Taxonomy aligned - 55% of the Sub-Fund’s investments are investments which are not sustainable investments (#1B in the graph below) 

- 5% are “Other” investments (#2 in the graph below).

[image: Graphical user interface

Description automatically generated with low confidence]



How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Sub-Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

Not applicable.[image: Graphical user interface, application

Description automatically generated]

What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

As indicated above, 40% of the Sub-Fund’s investments are sustainable investments with environmental or social characteristics, such as investments with an environmental objective that are not aligned with the EU Taxonomy. Company data of EU Taxonomy-alignment is not yet widely available from public disclosures by investee companies.

What is the minimum share of socially sustainable investments?

As indicated above, 40% of the Sub-Fund’s investments are sustainable investments with environmental or social characteristics, such as socially sustainable investments. The Sub-Fund contains investments with both an environmental and a social objective. There is no prioritization of environmental and social objectives, and the strategy does not target any specific allocation for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Management Company the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Sub-Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. As a minimum environmental and social safeguard, the Sub-Fund will adhere to the Exclusions Policy for any remaining direct investments.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Sub-Fund uses the following indicator: the Sub-Fund’s underlying fund holdings rated A by MSCI ESG Manager.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The Management Company’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using the Management Company’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125106058]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of the Management Company’s chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk126233391][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
The Management Company uses a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by the Management Company’s ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include the Management Company’s due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by the Management Company, an assessment of data quality and data coverage is made. For specific issuers, the Management Company’s Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with the Management Company’s policies on data processing.

Proportion of data that is estimated
The Management Company does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain the Management Company’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and the Management Company does not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, the Management Company continues to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve the Management Company’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

[bookmark: _Hlk126234769]Due diligence on underlying assets is carried out by reference to:

[bookmark: _Hlk125106127]

[bookmark: _Hlk126232583]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by the Management Company’s to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Management Company’s Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: The Management Company receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Management Company’s Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security.





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (Including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

No reference benchmark has been designated for the purpose of attaining the environmental or social characteristics promoted.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

Not applicable.

How does the designated index differ from a relevant broad market index?

Not applicable.

Where can the methodology used for the calculation of the designated index be found?

Not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.
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= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management
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percentages required in the section below dealing with the planned asset
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#18 Other E/S

Investments characteristics.

#2 Other

#1 Aligned with E/S characteristics includes the investments of the financial
product used to attain the environmental or social characteristics promoted by the
financial product.

#2 Other includes the remaining investments of the financial product which are
neither aligned with the environmental or social characteristics, nor are qualified as
sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1 A Sustainable covers sustainable investments with
environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with
the environmental or social characteristics that do not qualify as sustainable
investments.
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Prospectus. 
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A. Summary

[bookmark: _Hlk127883709][bookmark: _Hlk127886725]This financial product promotes environmental or social characteristics, but does not have as its objective sustainable investment. Any further information regarding the sustainable investment of this financial product are indicated in the below section “No sustainable investment objective”.



All of the information concerning the binding elements of the investment strategy and the good governance policies are indicated in the below section “Investment strategy”.

The minimum proportion of investments used to meet the environmental or social characteristics promoted by the financial product is equal to 50%. In addition, the minimum proportion of Sustainable Investments is equal to 10%.

The monitoring of environmental or social characteristics for the Sub-Fund is ensured through a dedicated two-layers control framework.

The Investment Manager’s internal guidelines have been defined and implemented to classify products under article 8 (promotion of environmental and/or social characteristics) of SFDR.

The classification entails the follow-up of sustainability indicators used to measure the attainment of each of those environmental or social characteristics promoted by the financial product.

On one hand, investment teams carried out daily controls within Front Office systems to ensure that the features attached to article 8 sustainability indicators are follow-up at any time.

On the other hand, independent risk function also performs second level of controls on a daily basis to spot any breach which are dealt with under an escalation procedure.

All the methodologies used to measure how the social or environmental characteristics promoted by the financial product are met are indicated in the below section "Methodologies for environmental or social characteristics".

Any information relating to data sources used to attain each of the environmental or social characteristics promoted by the financial product, the measures taken to ensure data quality, how data are processed and the proportion of data that are estimated can be used in the below section "Data sources and processing".

Any limitation to the methodologies and data sources referred above and how such limitations do not affect how the environmental or social characteristics promoted by the financial product are met can be found in the section "Limitations to methodologies and data".

For passively managed products BNP Paribas Asset Management (BNPP AM) performs due diligence on the index methodology and ESG research.

Independent controls are also carried out by the Risk function of BNPP AM to identify any potential breach which would be remedied following an escalation process.

Any further information describing the due diligence carried out on the underlying assets of the financial product can be found in the below section "Due Diligence".

Any information regarding the engagement policies implemented by this financial product can be found in the below section “Engagement policies”.

No reference benchmark has been designated for the purpose of attaining the environmental or social characteristics promoted by the financial product.





B. No sustainable Investment Objective

This financial product promotes environmental or social characteristics, but does not have as its objective sustainable investment. 

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments made by the financial product are to finance companies that contribute to environmental and/or social objectives through their products and services, as well as their sustainable practices.

The internal methodology integrates several criteria into its definition of sustainable investments that are considered to be core components to qualify a company as sustainable. These criteria are complementary to each other. In practice, a company must meet at least one of the criteria described below in order to be considered as contributing to an environmental or social objective:

1. A company with an economic activity aligned with the EU Taxonomy objectives; 

2. A company with an economic activity contributing to one or more United Nations Sustainable Development goals (UN SDG) targets;

3. A company operating in high GHG emission sector that is transitioning its business model to align with the objective of maintaining the global temperature rise below 1.5°C;

4. A company with best-in-class environmental or social practices compared to its peers within the relevant sector and geographical region.

Green bonds, social bonds and sustainability bonds issued to support specific environmental and/or social projects are also qualified as sustainable investments provided that these debt securities receive an investment recommendation “POSITIVE” or “NEUTRAL” from the Sustainability Center following the issuer and underlying project assessment based on a proprietary Green/Social/Sustainability Bond Assessment methodology.

Companies identified as a sustainable investment should not significantly harm any other environmental or social objectives (the Do No Significant Harm “DNSH” principle) and should follow good governance practices. BNP Paribas Asset Management (BNPP AM) uses its proprietary methodology to assess all companies against these requirements. More information on the internal methodology can be found on the website of the investment manager: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com)

More information on the internal methodology can be found on the website of the investment manager: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).



How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments that the product partially intends to make should not significantly harm any environmental or social objective (DNSH Principle). In this respect, the investment manager commits to consider principal adverse impacts on sustainability factors by taking into account indicators for adverse impacts as defined in SFDR and set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation, and to not invest in companies that do not meet their fundamental obligations in line with the OECD Guidelines and the UN Guiding Principles on Business and Human Rights.

How does this financial product take into account principal adverse impacts on sustainability factors?

The investment manager ensures that throughout its investment process, the financial product takes into account principal adverse impact indicators that are relevant to its investment strategy to select the sustainable investments that the financial product partially intends to make by systematically implementing the sustainable investment pillars defined in the BNP Paribas Asset Management Global Sustainability Strategy (GSS) into its investment process and as further detailed below in this document; RBC policy, ESG integration guidelines, Stewardship, the forward-looking vision – the ‘3Es’  (Energy transition, Environmental sustainability, Equality & Inclusive Growth).  

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The investment universe of the financial product is periodically screened with a view to identify issuers that are potentially in violation or at risk of violation of the UN Global Compact Principles, OECD Guidelines for Multinational Enterprises and UN Guiding Principles on Business & Human Rights, including the principles and rights set out in the eight fundamental conventions identified in the Declaration of the International Labour Organisation on Fundamental Principles and Rights at Work and the International Bill of Human Rights. This assessment is conducted within the BNPP AM Sustainability Centre on the basis of internal analysis and information provided by external experts, and in consultation with BNP Paribas Group CSR Team. If an issuer is found to be in serious and repeated violations of any of the principles, it will be placed on an “exclusion list” and will not be available for investment. Existing investments should be divested from the portfolio according to an internal procedure. If an issuer is at risk of violating any of the principles, it is placed on a “watch list” monitored, as appropriate.

C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Sub-Fund promotes environmental and social characteristics by assessing underlying investments against Environmental, Social, and Governance (ESG) criteria using an ESG internal proprietary methodology, and by investing in issuers that demonstrate good environmental, social and governance practices. 

Corporate issuers

The investment strategy selects corporate issuers with good or improving ESG practices within their sector of activity.

The ESG performance of an issuer is evaluated against a combination of environmental, social and governance factors which include but are not limited to:

o Environmental: energy efficiency, reduction of emissions of greenhouse gases (GHG), treatment of waste;

o Social: respect of human rights and workers’ rights, human resources management (workers’ health and safety, diversity);

o Governance: Board of Directors independence, managers’ remuneration, respect of minority shareholders rights.

The exclusion criteria are applied with regard to issuers that are in violation of international norms and convention, or operate in sensitive sectors as defined by the Responsible Business Conduct Policy (RBC Policy).

Sovereign issuers

The investment strategy selects sovereign issuers based on their performance across the environmental, social and governance pillars. The ESG performance of each country is assessed using an internal Sovereign ESG methodology that focuses on measuring governments' efforts to produce and preserve assets, goods, and services with high ESG values, according to their level of economic development. This involves evaluation of a country against a combination of environmental, social and governance factors, which include but not limited to:

o Environmental: climate mitigation, biodiversity, energy efficiency, land resources, pollution;

o Social: life conditions, economic inequality, education, employment, health infrastructure, human capital;

o Governance: business rights, corruption, democratic life, political stability, security.

BNP Paribas Asset Management’s Global Sustainability Strategy places a strong emphasis on combatting climate change. Therefore, given the importance of sovereigns in addressing climate change, the internal Sovereign ESG methodology includes an additional scoring component that captures the country’s contribution to progress towards the net-zero goals set out in the Paris Agreement. This additional scoring component reflects countries’ commitment to future targets balanced by their current policies and their forward-looking physical climate risk exposure. It combines temperature alignment methodology for determining national contributions to climate change with an assessment of the laws and policies countries have in place for addressing climate change.

The investment manager also applies the BNP Paribas Group’s sensitive countries framework, which includes restrictive measures on certain countries and/or activities that are considered as being particularly exposed to money laundering and terrorism financing related risks.

Furthermore, the investment manager promotes better environmental and social outcomes through engagement with issuers and the exercise of voting rights according to the Stewardship policy, where applicable.

No reference benchmark has been designated for the purpose of attaining the environmental or social characteristics promoted by the Sub-Fund.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Investment Manager implements a four-stage strategy: (i) the bond committee identifies the main focuses of the bond management policy in terms of interest rate sensitivity, positioning on the yield curve and exposure to credit risk; (ii) bond management managers then establish interest rate and credit scenarios for the quantitative allocation of risk in terms of target sensitivity and exposure to credit risks; (iii) issuers are selected based on the recommendations of analysts who specialise in credit risk and by studying the differences in remuneration between the issuers; (iv) based on the above elements, the bond management team then construct the portfolio by choosing financial instruments.

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described below are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

· The financial product shall comply with the RBC Policy by excluding companies involved in controversies due to poor practices related to human and labor rights, environment, and corruption, as well as companies operating in sensitive sectors (tobacco, coal, controversial weapons, asbestos,…), as these companies are deemed to be in violation of international norms, or to cause unacceptable harm to society and/or the environment;   

· The financial product shall systematically integrate relevant ESG factors in line with its investment strategy into its investment analysis and decision-making processes.

· The financial product shall have at least 90% of its assets (excluding ancillary liquid assets) covered by the ESG analysis based on the ESG internal proprietary methodology.

· The financial product shall have the weighted average ESG score of its portfolio higher than the weighted average ESG score of its investment universe.

· The financial product shall invest a proportion of its assets in “sustainable investments” as defined in Article 2 (17) of the SFDR regulation and as disclosed in the asset allocation section below.

· The exclusions covered by the Management Company’s exclusion policy will apply, being  (1) Issuers that breach the principles of the UN Global Compact (UNGC), (2) Issuers involved in the manufacture or product life cycle of controversial weapons (such as but not limited to chemical weapons, cluster munitions and landmines); (3) Issuers deriving a certain percentage of their revenue from the production of tobacco or from other type of involvement in the life cycle of tobacco products such as distribution or licencing activities; (4) Issuers that derive a certain percentage of their revenue from thermal coal extraction and/or arctic drilling; and (5) Issuers that contravene the UNGC labour-related principles and International Labour Organisation’s (“ILO”) broader set of labour standards.

What is the policy to assess good governance practices of the investee companies?

The ESG scoring framework assesses corporate governance through a core set of standard key performance indicators for all sectors supplemented by sector specific metrics. 

The governance metrics and indicators to assess good governance practices such as sound management structures, employee relations, remuneration of staff and tax compliance include:

· Separation of power (e.g. Split CEO/Chair), 

· Board diversity, 

· Executive pay (remuneration policy), 

· Board Independence, and key committees independence 

· Accountability of directors, 

· Financial expertise of the Audit Committee, 

· Respect of shareholders rights and absence of antitakeover devices 

· The presence of appropriate policies (i.e. Bribery and corruption, whistleblower), 

· Tax disclosure,

· An assessment of prior negative incidents relating to governance.

The ESG analysis goes beyond the framework to look at a more qualitative assessment of how the insights from BNPP AM’s ESG model are reflected in the culture and operations of investee companies. In some cases, the ESG analysts will conduct due diligence meetings to better understand the company’s approach to corporate governance.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



The product considers principal adverse impacts on sustainability factors by systematically implementing the sustainable investment pillars defined in the GSS into its investment process. These pillars are covered by firm-wide policies that set criteria to identify, consider and prioritise as well as address or mitigate adverse sustainability impacts caused by issuers. 



The RBC policy establishes a common framework across investments and economic activities that help identify industries and behaviours presenting a high risk of adverse impacts in violation of international norms. As part of the RBC Policy, sector policies provide a tailored approach to identify and prioritize principal adverse impacts based on the nature of the economic activity, and in many cases, the geography in which these economic activities take place.



The ESG Integration Guidelines includes a series of commitments, which are material to consideration of principal adverse sustainability impacts, and guides the internal ESG integration process. The proprietary ESG scoring framework includes an assessment of a number of adverse sustainability impacts caused by companies in which BNPP AM invest. The outcome of this assessment may impact the valuation models as well as the portfolio construction depending on the severity and materiality of adverse impacts identified.



Thus, the Investment Manager considers principal adverse sustainability impacts throughout the investment process through the use of the internal ESG scores and construction of the portfolio with an improved ESG profile compared to its investment universe.



The Forward-looking perspective defines a set of objectives and developed performance indicators to measure how the researches, portfolios and commitments are aligned on three issues, the “3Es” (Energy transition, Environmental sustainability, Equality & inclusive growth) and thus support investment processes.



Furthermore, the Stewardship team regularly identifies adverse impacts through ongoing research, collaboration with other long-term investors, and dialogue with NGOs and other experts.

Actions to address or mitigate principal adverse sustainability impacts depend on the severity and materiality of these impacts. These actions are guided by the RBC Policy, ESG Integration Guidelines, and Engagement and Voting Policy which include the following provisions:



· Exclusion of issuers that are in violation of international norms and conventions and issuers that are involved in activities presenting an unacceptable risk to society and/or the environment; 

· Engagement with issuers with the aim of encouraging them to improve their environmental, social and governance practices and, thus, mitigate potential adverse impacts;

· In case of equity holdings, voting at Annual General Meetings of companies the portfolio is invested in to promote good governance and advance environmental and social issues;

· Ensuring all securities included in the portfolio have supportive ESG research.

· Managing portfolios so that their aggregate ESG score is better than the relevant benchmark or universe.

Based on the above approach, and depending on the underlying assets, the financial product considers and addresses or mitigates the following principal adverse sustainability impacts:



Corporate mandatory indicators:

1. GreenHouse Gas (GHG) Emissions

2. Carbon footprint

3. GHG intensity of investee companies

4. Exposure to companies active in the fossil fuel sector

5. Share of non-renewable energy consumption and production

6. Energy consumption intensity per high impact climate sector

7. Activities negatively affecting biodiversity sensitive areas

8. Emissions to water

9. Hazardous waste ratio

10. Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

11. Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

12. Unadjusted gender pay gap

13. Board gender diversity

14. Exposure to controversial weapons (anti-personnel mines, cluster munitions, chemical weapons and biological weapons)



Corporate voluntary indicators:



Environment

1. Investments in companies without carbon emission reduction initiatives



Social

1. Lack of a supplier code of conduct

2. Lack of a human rights policy



Sovereign mandatory indicators

1. GHG intensity

2. Investee countries subject to social violations



More detailed information on the manner in which principal adverse impacts on sustainability factors are considered can be found in the BNP PARIBAS ASSET MANAGEMENT SFDR disclosure statement: sustainability risk integration and Principal Adverse Impacts considerations.





E. Proportion of Investments



What is the planned asset allocation for this financial product?

The investments used to meet the environmental or social characteristics promoted by the financial product in accordance with the binding elements of its investment strategy represent the proportion of assets with either 1) a positive ESG score and either a positive E score or a positive S score or 2) being Sustainable Investment according to the BNPP AM ESG proprietary methodology.



However, the minimum proportion of investments used to meet the environmental or social characteristics promoted by the financial product shall be at least 50% (#1 in the graph below). For the avoidance of doubt, such a proportion is solely a minimum commitment and the real percentage of the investments of the financial product that attained the promoted environmental or social characteristics will be available in the annual report.



The minimum proportion of sustainable investments of the financial product is 10% (#1A in the graph below). The remaining proportion of the investments is mainly used as described below.

[image: ]

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Financial derivative instruments may be used for efficient portfolio management and hedging purposes. These instruments are not used to attain the environmental or social characteristics promoted by the product.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

Not applicable. 
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy is 1%.

The objective of the Investment Manager is not to prevent the product from investing in taxonomy-aligned activities within the framework of the investment strategy of the product. As such, there is no commitment to invest in activities not aligned with the EU Taxonomy.

What is the minimum share of socially sustainable investments?

The minimum share of socially sustainable investments within the financial product is 1%.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining proportion of the investments may include the proportion of assets that do not attain the following standards established by the Investment Manager: 1) a positive ESG score and either a positive E score or a positive S score or 2) being Sustainable Investment according to BNPP AM ESG proprietary methodology or instruments which are mainly used for liquidity, such as cash and cash equivalent assets and/or efficient portfolio management, and/or hedging purposes. Those investments are made in compliance with BNPP AM’s internal processes, including the risk management policy and the RBC policy when applicable as minimum environmental or social safeguards. The risk management policy comprises procedures as are necessary to enable the assessment for each financial product of the exposure of that product to market, liquidity, sustainability and counterparty risks.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The following sustainability indicators are used to measure the attainment of the environmental and social characteristics promoted by the Sub-Fund:

▪ The percentage of the Sub-Fund’s portfolio compliant with the RBC Policy;

▪ The percentage of the Sub-Fund’s portfolio covered by ESG analysis based on the ESG internal proprietary methodology ;

▪ The weighted average ESG score of the Sub-Fund’s portfolio compared to the weighted average ESG score of its investment universe;

▪ The percentage of the Sub-Fund’s portfolio invested in “sustainable investments” as defined in Article 2 (17) of the SFDR regulation.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

[bookmark: _Hlk127884413]The monitoring of environmental or social characteristics for article 8 products is ensured through a dedicated two-layers control framework.

BNP’s internal guidelines have been defined and implemented to classify products under article 8 (promotion of environmental and/or social characteristics) of SFDR.

The classification of products in these two categories entails the follow-up of sustainability indicators used to measure the attainment of each of those environmental or social characteristics promoted by the financial product.

On the one hand, investment teams carried out daily controls within Front Office systems to ensure that the features attached to article 8 sustainability indicators are followed-up at all times.

On the other hand, independent risk function also performs second level of controls on a daily basis to spot any breach which are dealt with under an escalation procedure.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125021149]BNPP AM is working towards a world where all investing is responsible: investing responsibly is not just about embracing the social values and global concerns the company shares with its clients, it is about investing in a brighter future that delivers long-term rewards for both its clients and future generations.

BNPP AM acknowledges the importance of its role in representing the interests of its clients to the management teams of the companies in which they invest. Being long-term investors enables the development of productive relationships, allowing scope to engage on the issues that are most relevant to the Investment Manager’s investment cases.

In 2019, the Investment Manager has enhanced its investment philosophy with the development of a set of six investment beliefs focused on sustainability:

1. BNPP AM are long-term, forward-looking investors:

The Investment Manager analyse the past in order to better anticipate future developments while considering the economic model which will best serve BNPP AM in the long term – one focused on low-carbon, sustainable and inclusive growth.

2. BNPP AM’s fiduciary duty is aligned with sustainable investment:

BNPP AM have a duty to their clients to make well-informed investment decisions, taking reputational, operational and financial risks into careful consideration. ESG factors are a key element of this.

3. Stewardship is an opportunity and an obligation:

As long-term investors, BNPP AM believe that they should use stewardship (which encompasses proxy voting, company engagement and policy advocacy), to influence companies and the world for the better. They believe that engagement is generally more effective than exclusion – although divestment can be a last resort.

4. ESG integration helps achieve better risk-adjusted returns:

Sustainability is a long-term driver of investment risks and returns. BNPP AM believe sustainability is imperfectly understood, under-researched and inefficiently priced, with inconsistent levels of disclosure.

Against this background, BNPP AM will make better investment decisions through systematically and explicitly integrating ESG factors into investment analysis and decision-making.

5. A sustainable economic future relies on sustainable investment practices:

The way BNPP AM invest and engage with companies and regulators can help shape the world around us. Managing ESG risks will help promote greater market stability and more sustainable long-term growth while delivering the same, or better, financial returns.

6. Walking the talk is critical to achieving excellence:

As a sustainable asset manager, the Investment Manager’s corporate practices and disclosures should match or exceed the standards BNPP AM expect from the entities in which they invest. That is why this is a priority. BNPP AM are exploring how they can integrate sustainability considerations more fully across all aspects of their business, from how they manage both energy use and waste disposal at their facilities, to gender equality within BNPP AM’s workforce, and by providing ample time and opportunity for their employees to engage in volunteer work.



The components of BNPP AM’s sustainability approach:

In a fast changing world, BNPP AM’s focus is on achieving long-term sustainable returns for clients. In line with this, BNPP AM is committed to integrating sustainability matters across as many strategies as possible.

The BNPP AM 'Global Sustainability Strategy' details the approach to sustainability, setting clear objectives and commitments, and focusing on three key sustainability themes: Energy transition, the Environment and Equality and inclusive growth (the ‘3Es’).

It reinforces the commitment to invest for the long term, engage with companies and regulators to promote best practice, and raise awareness of the role that finance can play in achieving a sustainable world.

The strategy to improve sustainability is built on six pillars, four of which are systematically implemented across BNPP AM’S investment strategies. This approach strengthens the way they invest, including how they generate investment ideas, construct optimal portfolios, control for risk and use their influence with companies and markets. It is designed to respond to the diverse needs of a broad client base while protecting their interests.

 

The six pillars of BNPP AM’s approach:

1. ESG integration

BNPP AM integrate ESG factors throughout their investment processes. From investment philosophy, research and idea generation, to portfolio construction and risk management, as well as engagement, voting, disclosure and reporting.

Examples of guidelines include, but are not limited to:

BNPP AM will not invest in a public entity without an ESG score, or performing qualitative ESG analysis in the absence of an ESG rating;

BNPP AM should aim to hold portfolios with more positive ESG characteristics than their respective investment universe;

As a last resort, BNPP AM may divest from weakly rated entities which do not respond to engagement, and which show no sign that they will place greater emphasis on sustainability considerations in the future;

Holdings of weakly-rated public entities will need to be justified by additional documented qualitative analysis integrating ESG factors;

Some of BNPP AM’s financial product should aim to have a lower carbon footprint than their respective investment universe.

2. Stewardship

BNPP AM are committed to their role as an efficient and diligent steward of the assets their clients entrust them with, and since 2012, they have engaged with the companies they invest in on ESG factors, adopting best practices and greater transparency.

BNPP AM are thoughtful and diligent investors in companies, and have detailed proxy-voting and engagement guidelines on a range of ESG issues.

BNPP AM have three Heads of Stewardship & Engagement roles, for EMEA, the Americas and the Asia Pacific region, who lead their stewardship activities in these regions, including direct corporate engagement and proxy voting, working with policymakers on key issues relating to sustainable finance and investment, and representing BNPP AM in regional ESG investor networks.

Collective engagements:

Recognising that there is a real opportunity to make a difference by sharing knowledge and resources, BNPP AM participates with the wider investment community in a number of ways. For instance, BNPP AM have worked alongside other global investors and publicly supported a series of statements and pledges. BNPP AM also promotes the efficient management of environmental issues, proposing innovative ideas to leading policy makers and contributing to the development of impact investing.

BNPP AM are committed to promoting ESG on an industry-wide scale through the organisation of, or participation in, sustainable investment forums worldwide, and the publication of articles and dedicated newsletters, for instance on BNPP AM’s ViewPoint website. In terms of ESG initiatives, BNPP AM currently participate in over 40 collective engagement initiatives.

Individual engagements:

Creating a dialogue with the companies BNPP AM invest in provides them with another opportunity to foster environmentally responsible practices. In particular, BNPP AM strive to engage with the companies they consider being at risk because their practices or strategy might undermine their ability to perform well financially due to their exposure to climate change risks. For example, BNPP AM’s engagement strategy aims to improve companies’ carbon disclosure, their overall environmental performance, and their understanding of what actions companies are taking to align themselves with the goal of a well below 2°C scenario.

3. Responsible business conduct expectations and product-based exclusions

BNPP AM expect companies to meet their fundamental obligations in the areas of human and labour rights, protecting the environment and ensuring anti-corruption safeguards, wherever they operate, in line with the UN Global Compact Principles and the OECD Guidelines for Multinational Enterprises. BNPP AM engage with companies where they fall short, excluding the worst offenders from BNPP AM’s investment universe.

BNPP AM have a series of sector policies that set out the conditions for investing in particular sectors, guiding BNPP AM’s screening requirements and engagement. 

BNPP AM have another set of policies that commit them to exclude particular sectors or activities (tobacco, unconventional oil and gas, coal, controversial weapons or asbestos), as BNPP AM deem them to be in violation of international norms, or to present unacceptable harm to society or the environment, without counterbalancing benefits. These are generally sectors where engagement makes little sense, as creating real impact is likely to be impossible.

BNPP AM’s full approach is documented in their RBC Policy (Responsible Business Conduct Policy), available on their website: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com)

4. Forward-looking perspective - the 3E's

BNPP AM have identified three critical pre-conditions for a more sustainable and inclusive economic system: 

Energy transition to a low carbon economy;

Environmental sustainability;

Equality and inclusive growth.

Together, these ‘3Es’ represent the pathway to the economic sustainability that enables us, as investors, to safeguard long-term returns.

In considering their approach to these challenging topics, BNPP AM have a range of tools at hand. These include investment, divestment, stewardship and integration:

BNPP AM can invest in the companies and sectors that are part of the solution, encouraging their growth and benefiting from their success through BNPP AM’s allocation of capital.

BNPP AM can divest from those companies that BNPP AM believe are at risk from inevitable structural changes, and whose behaviour is too much at variance with BNPP AM’s own beliefs and investor preferences.

BNPP AM can exercise investor stewardship – through BNPP AM’s proxy voting and engagement activity with companies – and via BNPP AM’s discussions with policymakers, regulators and governments.

BNPP AM integrate their knowledge and perspectives on the ‘3Es’ into investment processes across asset classes. This optimises BNPP AM’s ability to make well-informed decisions – particularly in a world with imperfect information and varied levels of knowledge – thus helping to protect and enhance investment outcomes for clients.

Together, these steps allow BNPP AM to optimise their portfolio-level decisions, help shape the debate and align BNPP AM’s total investments with the economy of the future. To guide BNPP AM’s actions over the coming years, BNPP AM have identified a set of targets and key performance indicators for each of the ‘3Es’. Recognising the importance of getting these aspects right, in most cases BNPP AM take a staged approach to establishing them – measuring first BNPP AM’s exposure before committing to targets.

The selection of sub-themes, targets and KPIs described below is the result of a combination of factors. The areas BNPP AM have selected are those where BNPP AM believe BNPP AM can have the biggest impact and apply more leverage to foster change, but also where there are enough data and tools to act, monitor and report.

BNPP AM report on their approach annually in their sustainability report available on Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

For further information on BNPP AM’s sustainability roadmap, please refer to their Global Sustainability Strategy on their website.

 

ESG SCORING PROCESS:

In this framework, BNPP AM scores more than 13 000 issuers of securities using a four-step process. The scores are made available internally to facilitate ESG integration, investment stewardship and more.

1- ESG metric selection and weighting

To arrive at ESG scores that provide useful insights, BNPP AM select metrics using three criteria:

· Materiality: BNPP AM reward companies that score highly on ESG issues that are material to their business, based on the expertise from BNPP AM’s Sustainability Centre as well as frameworks such as SASB and empirical studies.

· Measurability and insight: BNPP AM prefer insightful performance metrics over policies or programs.

· Data quality and availability: BNPP AM favour metrics for which data is of reasonable quality and readily available so that BNPP AM can compare issuers fairly. BNPP AM use numerous research inputs and data sources (e.g. Sustainalytic, ISS & Trucost) to determine companies ESG scores.

The metrics BNPP AM use are a blend of common and sector-specific.

2- ESG assessment vs. peers

BNPP AM’s assessment is primarily sector-relative, reflecting the fact that ESG risks and opportunities are not always comparable between sectors and regions. For instance, health & safety is less important for an insurance company than a mining company.

The 13 000+ companies under coverage are therefore divided into 20 sector groups and 4 geographical areas, leading to 80 ESG scoring peer groups of geographical and sector peers.

Each issuer starts with a baseline ‘neutral’ score of 50. BNPP AM then sum its score for each of the three ESG pillars – Environmental, Social and Governance. An issuer receives a positive score for a pillar if it performs better than the average of its peer group. If it performs below average, it receives a negative score.

However, two universal issues that impact all companies are not scored relative to peers, introducing a deliberate ‘tilt’ for the most exposed sectors. These are:

· Carbon emissions – As the world faces an absolute carbon emissions problem, BNPP AM implement an absolute carbon emission measure, creating a positive bias towards issuers and sectors with lower carbon emissions.

· Controversies – Sectors that are more prone to ESG controversies have slightly lower scores, reflecting increased risk (‘headline’, reputational or financial risk).

The overall result is a quantitative ESG score that ranges from zero to 99, with the ability to see how each ESG pillar has added to or detracted from the company’s final score.

3- Qualitative review

In addition to proprietary quantitative analysis, BNPP AM also integrate information from third-party sources, their Sustainability Centre’s in-depth research on material issues (e.g. climate change) and BNPP AM’s investment teams’ knowledge and interaction with issuers.

4- Final ESG score

Combining both qualitative and quantitative inputs, BNPP AM reach an ESG score ranging from zero to 99, with issuers ranked in deciles against peers. Issuers that are excluded from investment through BNPP AM’s Responsible Business Conduct policy are assigned a score of 0.

Going forward, some product intend to invest part of their assets in sustainable investments in the meaning of art.2 (17) of SFDR.

The objectives of sustainable investments are to finance companies that contribute to environmental and/or social objectives through their products and services, as well as their sustainable practices. 

BNP PARIBAS ASSET MANAGEMENT’s internal methodology integrates several criteria into its definition of sustainable investments that are considered to be core components to qualify a company as sustainable. These criteria are complementary to each other. In practice, a company must meet at least one of the criteria described below in order to be considered as contributing to an environmental or social objective:

1. A company with an economic activity aligned with the EU Taxonomy objectives. A company can qualify as sustainable investment in case it has more than 20% of its revenues aligned with the EU taxonomy. A company qualifying as sustainable investment through this criteria can contribute to the following environmental objectives: sustainable forestry, environmental restoration, sustainable manufacturing, renewable energy, water supply, sewerage, waste management and remediation, sustainable transportation, sustainable buildings, sustainable information and technology, scientific research for sustainable development;

2. A company with an economic activity contributing to one or more United Nations Sustainable Development goals (UN SDG) targets. A company can qualify as sustainable investment in case it has more than 20% of its revenues aligned with the SDGs and less than 20% of its revenues misaligned with the SDGs. A company qualifying as sustainable investment through this criteria can contribute to the following objectives:

a. Environmental: sustainable agriculture, sustainable management of water and sanitation, sustainable and modern energy, sustainable economic growth, sustainable infrastructure, sustainable cities, sustainable consumption and production patterns, fight against climate change, conservation and sustainable use of oceans, seas and marine resources, protection, restoration and sustainable use of terrestrial ecosystems, sustainable management of forests, fight against desertification, land degradation and biodiversity loss

b. Social: no poverty, zero hunger, food security, healthy lives and well-being at all ages, inclusive and equitable quality education and lifelong learning opportunities, gender equality, women and girls empowerment, availability of water and sanitation, access to affordable, reliable and modern energy, inclusive and sustainable economic growth, full and productive employment and decent work, resilient infrastructure, inclusive and sustainable industrialization, reduced inequality, inclusive, safe and resilient cities and human settlements, peaceful and inclusive societies, access to justice and effective, accountable and inclusive institutions, global partnership for sustainable development;

3. A company operating in high GHG emission sector that is transitioning its business model to align with the objective of maintaining the global temperature rise below 1.5°C. A company qualifying as sustainable investment through this criteria can contribute to the following environmental objectives: GHG emissions reduction, fight against climate change;

4. A company with best-in-class environmental or social practices compared to its peers within the relevant sector and geographical region. A company with a contribution score above 10 on the Environmental or Social pillar qualifies as best performer. A company qualifying as sustainable investment through this criteria can contribute to the following objectives:

a. Environmental: fight against climate change, environmental risk management, sustainable management of natural resources, waste management, water management, GHG emissions reduction, renewable energy, sustainable agriculture, green infrastructure

b. Social: health and safety, human capital management, good external stakeholder management (supply chain, contractors, data), business ethics preparedness, good corporate governance

Green bonds, social bonds and sustainability bonds issued to support specific environmental and/or social projects are also qualified as sustainable investments provided that these debt securities receive an investment recommendation “POSITIVE” or “NEUTRAL” from the Sustainability Center following the issuer and underlying project assessment based on a proprietary Green/Social/Sustainability Bond Assessment methodology.

Companies identified as a sustainable investment should not significantly harm any other environmental or social objectives (the Do No Significant Harm “DNSH” principle) and should follow good governance practices. BNP PARIBAS ASSET MANAGEMENT uses its proprietary methodology to assess all companies against these requirements.

More information on the internal methodology can be found on the following website: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

Once issuers have been identified as a Sustainable Investment, the regulation requires an assessment that the issuer does not significantly harm (DNSH) any other environmental or social objectives and follows good governance practices. Therefore, the following exclusion filters have been added. Issuers should:

1. Not significantly harm any other environmental or social objective: DNSH is identified in the following ways:

-Companies involved in large scale controversies could be seen as detracting from environmental and social goals regardless of their positive contributions. BNPP AM uses controversy data provided by Sustainalytics.

-do not have a weak ESG score: issuers which are ranked decile ten against their peer group in BNPP AM’s internal ESG scoring framework cannot be considered as “Sustainable Investments”. 

-not be included on BNPP AM’s watchlist: BNPP AM’s Responsible Business Conduct policy establishes a watchlist of issuers that are at risk of breaching ESG standards and with whom BNPP AM engage in a dialogue to encourage improvements. An issuer included in BNPP AM’s watchlist cannot be considered as “Sustainable Investments”.

2. follow good governance practices: BNPP AM uses its proprietary ESG scoring methodology which is split out into an Environmental, Social and Governance score. Issuers with a Governance score below 10, are removed and are not considered as “Sustainable Investment”.

As per the clarifications on the ESAs’ draft RTS under SFDR published on June 2nd, 2022, the use of the Principal Adverse Sustainability Indicators (PASI) is mandatory to demonstrate that an investment does not significantly harm any other environmental or social objectives. All the 14 mandatory PASI and BNPP AM’s 3 selected voluntary PASI for Corporates are covered in BNPP AM’s Sustainable Investment definition via the following channels:

·Several PASI are taken into account via BNPPAM’s approach to ESG integration. For instance, carbon emissions and board gender diversity are integrated factors in BNPP AM’s ESG scoring model which underpins the E and S pillar inclusion criteria in BNPP AM’s Sustainable Investment definition.

·Several PASI are taken into account via BNPPAM’s RBC policy e.g. coal and other fossil fuel involvement and controversial weapon involvement. BNPP AM’s RBC policy is applied universally across their portfolios and assesses/excludes companies before they can be considered Sustainable Investment

·BNPP AM’s DNSH and good governance screen in their Sustainable Investment definition considers additional PASI, through the exclusion of companies involved in large scale controversies, the exclusion of issuers with a weak ESG Score (decile 10), and the exclusion of issuers that are watch listed as per BNPP AM’s RBC policy.

·Overall, the PASI are closely related to BNPP AM’s internal ESG integration criteria in portfolios  (through BNPP AM’s RBC and indicators used in the ESG scoring methodology).

·In addition, the sustainable investments made by articles 8 and/or 9 products consider and address or mitigate all the 14 mandatory corporate PASI, BNPP AM’s 3 selected voluntary corporate PASI and the two sovereign PASI based on the combination of the different pillars of BNPP AM’s  Global Sustainability Strategy. For more details please refer to their public PASI disclosure statement here.

BNPP AM has developed its own methodology to identify financial products promoting social or environmental characteristics. A company qualifies as promoting social or environmental characteristics if:

•It has been identified as a Sustainable Investment

Or

•It has an ESG score above 50 and the contribution score to the Environmental or Social pillar is above. BNPP AM’s proprietary ESG scoring methodology further details how issuers ESG performance are rated.





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk127883473]With respect to market data providers, BNPP AM select them using a two-step due diligence process. BNPP AM’s Quantitative Research Group begins by analyzing providers’ data sets, which includes examining the coverage of data and its quality, and a statistical review of estimation methodologies, among other items. At the same time, the Sustainability Centre performs a qualitative review of methodologies used and the relevance of selection criteria.

Once BNPP AM have selected a provider, the data sets are usually automatically uploaded to their IT systems. BNPP AM’s market data team oversees governance related to the relationship with the provider, and as part of this process, BNPP AM perform an annual review of BNPP AM’s market data contracts. ESG brokers are selected, monitored and assessed through a formal process organized by BNPP AM’s External Brokers department and formalized once a year by the Global Brokers Committee.

BNPP AM’s external specialized providers and what they offer are as follows:

• Sustainalytics provides BNPP AM with raw data metrics that BNPP AM use selectively to feed BNPP AM’s ESG scoring model. BNPP AM also use this provider for UNGC analysis and controversies offerings.

• S&P Trucost, CDP, Bloomberg, 427, TPI, SBTi and Climate Action 100+: BNPP AM use these data providers for BNPP AM’s climate change and physical risk analysis. Bloomberg and S&P Trucost also provide BNPP AM with corporate Scope 1 & 2 carbon emissions data.

• CDP, S&P Trucost, Forest 500, TRASE, SPOTT, FAIRR, and Iceberg Data Lab provide BNPP AM with water, deforestation and biodiversity metrics BNPP AM use to assess and report on the biodiversity footprints of BNPP AM’s portfolios and holdings.

• ISS and Proxinvest provide BNPP AM  with their governance research and data to feed BNPP AM’s ESG scoring model.

• Beyond Ratings provides BNPP AM with data and research used in BNPP AM’s ESG sovereign research and scoring framework.

• ESG and mainstream brokers provide BNPP AM with research papers and other market information.

• Factset provides BNPP AM with financial and enterprise value data.

• Bloomberg provides BNPP AM with EU Taxonomy alignment rate data that BNPP AM use as part of BNPP AM’s Sustainable Investment definition.

• BNPP AM has partnered with Matter to create a revenue-based SDG-alignment model for corporates leveraging Factset Hierarchy data which is used as part of the Sustainable Investment definition.

• CDP, Bloomberg, S&P Trucost, Factset, Sustainalytics & ISS is also used to source various Principle Adverse Impact (PAI) indicators.

Please note that corporate Scope 1 & 2 carbon emissions data sourced by Trucost contains some estimated values.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127883535]Despite the rapid increase in availability in recent years, ESG data is still relatively immature in particular when compared to mainstream financial data. Data availability presents an array of limitations in data processing and methodology development:

• Due to lack of significant historical data, it is common to observe methodologies and/or models being developed without or with limited back testing.

• ESG scores can be affected by data availability and companies with lower data availability are more likely to be assigned an “average” score.

• The assessment of the EU Taxonomy and SDG alignment of economic activities of some issuers is not taken into account in the datasets BNPP AM are currently using. Therefore, a complementary fundamental analysis process has been developed to complement BNPP AM’s current EU Taxonomy and SDG datasets.

An extra-financial approach may be implemented in a different way by management companies when setting investment management objectives for financial products, in particular in view of the absence of common or harmonized labels at European Level. This also means that it may be difficult to compare strategies integrating extra-financial criteria to the extent that the selection and weightings applied to select investments may be based on metrics that may share the same name but have different underlying meanings. In evaluating a security based on the extra-financial criteria,

the Investment Manager may also use data sources provided by external extra-financial research providers. Given the evolving nature of extra-financial field, these data sources may for the time be incomplete, inaccurate, unavailable or not updated. Applying responsible business conduct standards as well as extra-financial criteria in the investment process may lead to the exclusion of securities of certain issuers. Consequently, the Sub-Fund's performance may at times be better or worse than the performance of relatable funds that do not apply such standards. In addition, the proprietary methodologies used to take into account ESG non-financial criteria may be subject to reviews in the event of regulatory developments or updates that may lead, in accordance with the applicable regulations, to the increase or decrease of the classification of products, of the indicators used or of the minimum investment commitment levels set.

Finally, BNPP AM have embraced BNPP AM’s role as a ‘future maker’, using their ability to engage with companies and their investments to tackle three key issues: Energy transition, Environmental sustainability, and Equality & inclusive growth. These ‘3Es’ participate to the mitigation of sustainability risks by guiding BNPP AM’s strategic research, stewardship and thematic investing innovation. In 2022, BNPP AM published their net zero roadmap and the biodiversity footprint of their Corporates investments. BNPP AM’s ESG Research findings leverage multiple sources in order to enhance data coverage and analysis. BNPP AM’s ESG research is independent, not limited to ESG data providers and completed by direct contact and engagement with issuers. In addition, BNPP AM’s data strategy is designed to build historical datasets whilst BNPP AM strive to constantly assess the rapidly evolving ESG data landscape. These objectives provide BNPP AM with the necessary tools to further improve BNPP AM’s methodologies and overall data capabilities.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

[bookmark: _Hlk127883581]BNPP AM performs an ESG analysis on the underlying assets through its proprietary ESG score composed of environmental, social and governance indicators. This ESG score is part of the investment decision process of the portfolio manager. Controls are carried out by the fund manager to ensure that commitments related to this ESG score are respected at any time. Independent controls are also carried out by the Risk function of BNPP AM to identify any potential breach which would be remedied following an escalation process.

BNPP AM apply a layer of data quality and control to the underlying metrics BNPP AM source from third parties to narrow BNPP AM’s focus to the indicators that BNPP AM deem to have sufficient coverage, quality and insight. When ESG updates are performed each ESG Sector Analyst performs quality and coherence controls on the main changes of companies in their sector.





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk127883654]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Voting and engagement are key components of BNPP AM’s Global Sustainability Strategy and their investment decisions. Together, voting and engagement form one of the six pillars of  BNPP AM’s approach to sustainable investment and are fully embedded in BNPP AM’s Global Sustainability Strategy (GSS).

To ensure that these activities are effective, consistent and supportive of BNPP AM’s overall objectives as fiduciaries, they are not only rooted in BNPP AM’s GSS, but are amplified in their Stewardship Policy and their Governance and Voting Policy, each reviewed annually, revised as needed, and approved by the Sustainability Committee and the Proxy Voting Committee.

BNPP AM’s voting and engagement activities inform their investment decisions on a day-to-day basis, within the framework of their GSS and ESG integration guidelines. Similarly, BNPP AM’s engagement informs their ESG analysis and ratings of issuers.

BNPP AM use three tools — voting, engagement and public policy advocacy — to encourage companies to improve their performance and accountability on sustainability topics, and to urge policymakers to deliver legislation, regulation and standards that foster sustainable, equitable development. These activities help BNPP AM to better manage ESG risks in the near and long term, enhance BNPP AM’s knowledge and understanding as an investor and generate positive impact — all of which benefit their clients.

Liability risk is built into BNPP AM’s controversy tracking tool. Thus, all companies are monitored via a permanent flow of information from relevant sources (brokers, public data, media, etc.). In the event of controversy, ESG analysts may trigger a special monitoring procedure (by setting up a specific list). Portfolio managers are therefore alerted and any new purchase or increase in positions in this monitored security is prohibited until a new ESG recommendation is provided by ESG analysts. This process allows BNPP AM to maintain a maximum alert level when a controversy arises.

The more controversies a company faces, the greater the reputational risk for BNPP AM’s funds. All controversies are classified from level 1 (least serious) to level 5 (most important). The classification takes into account the impact of the incident (severity and number), the level of recurrence, responsibility and exceptionality, response and management by the company. A company is automatically penalized if it faces one or more level 3 or higher controversies.

If the controversy is extremely serious or has particularly negative consequences, the company could be excluded from BNPP AM’s investment universe. In addition, sectors most exposed to ESG controversies and scandals have structurally weaker ESG results in their rating system.

GOVERNANCE AND VOTING PRINCIPLES:

The following principles describe BNPP AM’s expectations of the public companies in which BNPP AM invest. BNPP AM believe that Environmental, Social and Governance (ESG) issues impact the value and reputation of entities in which BNPP AM invest, in addition to driving systemic risks and opportunities. BNPP AM are therefore committed to incorporating ESG standards into BNPP AM’s investment processes and voting criteria, in the long-term interests of their clients. These principles act as a guiding framework by which BNPP AM executes its ownership responsibilities.

1. FOCUS ON LONG-TERM SUSTAINABLE VALUE CREATION

Management bodies play a critical oversight role to ensure that companies deliver long-term sustainable value, meaning value that can be sustained over the long term, in line with the interests of society and the environment. Corporate governance practices should keep the board’s attention focused on this goal with a clear strategy that takes into account all key stakeholders. Boards should maintain an open dialogue with investors and be prepared to discuss their long-term plans for sustainable value creation.

2. PROTECT SHAREHOLDER RIGHTS

Shareholders play a key role in BNPP AM’s system of corporate accountability and value creation. BNPP AM’s rights as shareholders allow BNPP AM to take action to defend the interests of their clients, when companies underperform expectations. It is therefore critical that shareholder rights be preserved and, where necessary, strengthened:

· Companies should ensure that the rights of all investors are protected and should treat investors equitably, notably by respecting the principle of one share - one vote - one dividend.

· All shareholders should be given the opportunity to vote on all decisions concerning fundamental corporate changes.

· Capital increases should be carefully controlled to minimize dilution of existing shareholders.

· Anti-takeover devices should not be used.

· Shareholders should have opportunities to address material concerns, including through direct access to the proxy to nominate directors and through the submission of shareholder proposals.

3. ENSURE INDEPENDENT, EFFECTIVE AND ACCOUNTABLE BOARD STRUCTURE

There should be a sufficient counter-balancing structure at the board and its committees with a strong presence of qualified, engaged and independent directors to allow for effective oversight of management, with independent leadership. Formal evaluation of the board, executive sessions and succession plans should be in place. Directors should be elected annually, by a majority vote of shareholders. Board composition should include the expertise necessary to understand and address emerging risks facing the company and its key stakeholders.

4. ALIGN INCENTIVE STRUCTURES WITH LONG-TERM INTERESTS OF STAKEHOLDERS

Executive compensation plans should be aligned with the long-term performance of the company, and should discourage irresponsible risk-taking, strengthen employee loyalty, take into consideration their impact on inequality and aim to foster inclusive growth. They should include non-financial targets, including those relating to the key sustainability risks and opportunities presented by the company’s business model. Compensation programs should not restrict the company’s ability to attract and retain talented executives, and should respect best market practices. They should be disclosed to shareholders in a clear and thorough way, and be subject to shareholder approval.

5. ENSURE RESPECT FOR SOCIETY AND THE ENVIRONMENT

Long-term sustainable returns depend upon proactive and effective management of ESG risks and opportunities to ensure that growth does not come at the expense of social and environmental health and stability. As a sustainable investor, BNPP AM expect companies to understand the risks they face and the risks they create, as well as the opportunities that better ESG performance might bring to their businesses, and to act responsibly towards all stakeholders. All companies should strive to meet high corporate governance, environmental and social standards to protect stakeholders’ long-term interests.

6. DISCLOSE ACCURATE, ADEQUATE, AND TIMELY INFORMATION

Companies should ensure that timely and accurate disclosure is made on financial and operating results, ownership issues, lobbying activities and performance on key ESG issues, including full disclosure of greenhouse gas emissions and commitments to combat climate change. Corporate reporting should aim to provide investors with an accurate and holistic view of foreseeable risks to the company, as well as the company’s contribution to the health and stability of key social and environmental systems. Annual audits of the financial statements carried out on behalf of shareholders by independent external auditors should be required for all companies.





L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

No reference benchmark has been designated for the purpose of attaining the environmental or social characteristics promoted by the Sub-Fund.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

Not applicable.

How does the designated index differ from a relevant broad market index?

Not applicable.

Where can the methodology used for the calculation of the designated index be found?

Not applicable.
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bonds.
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Prospectus. 
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A. Summary



This financial product promotes environmental or social characteristics, but does not have as its objective sustainable investment. Any further information regarding the sustainable investment of this financial product are indicated in the below section “No sustainable investment objective”.

All of the information concerning the binding elements of the investment strategy and the good governance policies are indicated in the below section “Investment strategy”.

The minimum proportion of investments used to meet the environmental or social characteristics promoted by the financial product is equal to 50%. In addition, the minimum proportion of Sustainable Investments is equal to 20%.

The monitoring of environmental or social characteristics for article 8 products is ensured through a dedicated two-layers control framework.

Internal guidelines have been defined and implemented to classify products under article 8 (promotion of environmental and/or social characteristics) of SFDR.

The classification of products in these two categories entails the follow-up of sustainability indicators used to measure the attainment of each of those environmental or social characteristics promoted by the financial product or the sustainable investment objective.

On one hand, investment teams carried out daily controls within Front Office systems to ensure that the features attached to article 8 sustainability indicators are follow-up at any time.

On the other hand, independent risk function also performs second level of controls on a daily basis to spot any breach which are dealt with under an escalation procedure.

All the methodologies used to measure how the social or environmental characteristics promoted by the financial product are met are indicated in the below section "Methodologies for environmental or social characteristics".

Any information relating to data sources used to attain each of the environmental or social characteristics promoted by the financial product, the measures taken to ensure data quality, how data are processed and the proportion of data that are estimated can be used in the below section "Data sources and processing".

Any limitation to the methodologies and data sources referred above and how such limitations do not affect how the environmental or social characteristics promoted by the financial product are met can be found in the section "Limitations to methodologies and data".

For passively managed products BNPP AM performs due diligence on the index methodology and ESG research.

Independent controls are also carried out by the Risk function of BNPP AM to identify any potential breach which would be remedied following an escalation process.

Any further information describing the due diligence carried out on the underlying assets of the financial product can be found in the below section "Due Diligence".

Any information regarding the engagement policies implemented by this financial product can be found in the below section “Engagement policies”.

No reference benchmark has been designated for the purpose of attaining the environmental or social characteristics promoted by the financial product.





B. No sustainable Investment Objective

This Sub-Fund promotes environmental or social characteristics, but does not have as its objective sustainable investment. 

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments made by the financial product are to finance companies that contribute to environmental and/or social objectives through their products and services, as well as their sustainable practices.

The internal methodology integrates several criteria into its definition of sustainable investments that are considered to be core components to qualify a company as sustainable. These criteria are complementary to each other. In practice, a company must meet at least one of the criteria described below in order to be considered as contributing to an environmental or social objective:

1. A company with an economic activity aligned with the EU Taxonomy objectives;

2. A company with an economic activity contributing to one or more United Nations Sustainable Development goals (UN SDG) targets;

3. A company operating in high GHG emission sector that is transitioning its business model to align with the objective of maintaining the global temperature rise below 1.5°C;

4. A company with best-in-class environmental or social practices compared to its peers within the relevant sector and geographical region.

Green bonds, social bonds and sustainability bonds issued to support specific environmental and/or social projects are also qualified as sustainable investments provided that these debt securities receive an investment recommendation “POSITIVE” or “NEUTRAL” from the Sustainability Center following the issuer and underlying project assessment based on a proprietary Green/Social/Sustainability Bond Assessment methodology.

Companies identified as a sustainable investment should not significantly harm any other environmental or social objectives (the Do No Significant Harm “DNSH” principle) and should follow good governance practices. BNP Paribas Asset Management (BNPP AM) uses its proprietary methodology to assess all companies against these requirements. More information on the internal methodology can be found on the website of the investment manager : Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com)

More information on the internal methodology can be found on the website of the investment manager: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).



How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments that the product partially intends to make should not significantly harm any environmental or social objective (DNSH Principle). In this respect, the investment manager commits to consider principal adverse impacts on sustainability factors by taking into account indicators for adverse impacts as defined in SFDR and set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation, and to not invest in companies that do not meet their fundamental obligations in line with the OECD Guidelines and the UN Guiding Principles on Business and Human Rights.

How does this financial product take into account principal adverse impacts on sustainability factors?

The investment manager ensures that throughout its investment process, the financial product takes into account principal adverse impact indicators that are relevant to its investment strategy to select the sustainable investments that the financial product partially intends to make by systematically implementing the sustainable investment pillars defined in the BNP Paribas Asset Management Global Sustainability Strategy (GSS) into its investment process and as further detailed below in this document; RBC policy, ESG integration guidelines, Stewardship, the forward-looking vision – the ‘3Es’ (Energy transition, Environmental sustainability, Equality & Inclusive Growth).

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The investment universe of the financial product is periodically screened with a view to identify issuers that are potentially in violation or at risk of violation of the UN Global Compact Principles, OECD Guidelines for Multinational Enterprises and UN Guiding Principles on Business & Human Rights, including the principles and rights set out in the eight fundamental conventions identified in the Declaration of the International Labour Organisation on Fundamental Principles and Rights at Work and the International Bill of Human Rights. This assessment is conducted within the BNPP AM Sustainability Centre on the basis of internal analysis and information provided by external experts, and in consultation with BNP Paribas Group CSR Team. If an issuer is found to be in serious and repeated violations of any of the principles, it will be placed on an “exclusion list” and will not be available for investment. Existing investments should be divested from the portfolio according to an internal procedure. If an issuer is at risk of violating any of the principles, it is placed on a “watch list” monitored, as appropriate.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Sub-Fund promotes environmental and social characteristics by assessing underlying investments against Environmental, Social, and Governance (ESG) criteria using an ESG internal proprietary methodology, and by investing in issuers that demonstrate good environmental, social and governance practices.

Corporate issuers

The investment strategy selects corporate issuers with good or improving ESG practices within their sector of activity.

The ESG performance of an issuer is evaluated against a combination of environmental, social and governance factors which include but are not limited to:

o Environmental: energy efficiency, reduction of emissions of greenhouse gases (GHG), treatment of waste;

o Social: respect of human rights and workers’ rights, human resources management (workers’ health and safety, diversity);

o Governance: Board of Directors independence, managers’ remuneration, respect of minority shareholders rights.

The exclusion criteria are applied with regard to issuers that are in violation of international norms and convention, or operate in sensitive sectors as defined by the Responsible Business Conduct Policy (RBC Policy).

Sovereign issuers

The investment strategy selects sovereign issuers based on their performance across the environmental, social and governance pillars. The ESG performance of each country is assessed using an internal Sovereign ESG methodology that focuses on measuring governments' efforts to produce and preserve assets, goods, and services with high ESG values, according to their level of economic development. This involves evaluation of a country against a combination of environmental, social and governance factors, which include but not limited to:

o Environmental: climate mitigation, biodiversity, energy efficiency, land resources, pollution;

o Social: life conditions, economic inequality, education, employment, health infrastructure, human capital;

o Governance: business rights, corruption, democratic life, political stability, security.

BNP Paribas Asset Management’s Global Sustainability Strategy places a strong emphasis on combatting climate change. Therefore, given the importance of sovereigns in addressing climate change, the internal Sovereign ESG methodology includes an additional scoring component that captures the country’s contribution to progress towards the net-zero goals set out in the Paris Agreement. This additional scoring component reflects countries’ commitment to future targets balanced by their current policies and their forward-looking physical climate risk exposure. It combines temperature alignment methodology for determining national contributions to climate change with an assessment of the laws and policies countries have in place for addressing climate change.

The investment manager also applies the BNP Paribas Group’s sensitive countries framework, which includes restrictive measures on certain countries and/or activities that are considered as being particularly exposed to money laundering and terrorism financing related risks.

Furthermore, the investment manager promotes better environmental and social outcomes through engagement with issuers and the exercise of voting rights according to the Stewardship policy, where applicable.

No reference benchmark has been designated for the purpose of attaining the environmental or social characteristics promoted by the Sub-Fund.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Sub-Fund enforces an “enhanced bond strategy”, which aims at combining a very low sensitivity with a high level of liquidity, with the objective of delivering returns higher than ultra-short-term bonds yields (lower than 2 years) through the use of fixed income and money market instruments, and derivatives related to these instruments.

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described below are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The financial product shall comply with the RBC Policy by excluding companies involved in controversies due to poor practices related to human and labor rights, environment, and corruption, as well as companies operating in sensitive sectors (tobacco, coal, controversial weapons, asbestos,…), as these companies are deemed to be in violation of international norms, or to cause unacceptable harm to society and/or the environment;

▪ The financial product shall systematically integrate relevant ESG factors in line with its investment strategy into its investment analysis and decision-making processes.

▪ The financial product shall have at least 90% of its assets (excluding ancillary liquid assets) covered by the ESG analysis based on the ESG internal proprietary methodology.

▪ The financial product shall have the weighted average ESG score of its portfolio higher than the weighted average ESG score of its investment universe.

▪ The financial product shall invest a proportion of its assets in “sustainable investments” as defined in Article 2 (17) of the SFDR regulation and as disclosed in the asset allocation section below.

▪ The exclusions covered by the Management Company’s exclusion policy will apply, being (1) Issuers that breach the principles of the UN Global Compact (UNGC), (2) Issuers involved in the manufacture or product life cycle of controversial weapons (such as but not limited to chemical weapons, cluster munitions and landmines); (3) Issuers deriving a certain percentage of their revenue from the production of tobacco or from other type of involvement in the life cycle of tobacco products such as distribution or licencing activities; (4) Issuers that derive a certain percentage of their revenue from thermal coal extraction and/or arctic drilling; and (5) Issuers that contravene the UNGC labour-related principles and International Labour Organisation’s (“ILO”) broader set of labour standards.

What is the policy to assess good governance practices of the investee companies?

The ESG scoring framework assesses corporate governance through a core set of standard key performance indicators for all sectors supplemented by sector specific metrics.

The governance metrics and indicators to assess good governance practices such as sound management structures, employee relations, remuneration of staff and tax compliance include:

▪ Separation of power (e.g. Split CEO/Chair),

▪ Board diversity,

▪ Executive pay (remuneration policy),

▪ Board Independence, and key committees independence

▪ Accountability of directors,

▪ Financial expertise of the Audit Committee,

▪ Respect of shareholders rights and absence of antitakeover devices

▪ The presence of appropriate policies (i.e. Bribery and corruption, whistleblower),

▪ Tax disclosure,

▪ An assessment of prior negative incidents relating to governance.

The ESG analysis goes beyond the framework to look at a more qualitative assessment of how the insights from our ESG model are reflected in the culture and operations of investee companies. In some cases, the ESG analysts will conduct due diligence meetings to better understand the company’s approach to corporate governance.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



The product considers principal adverse impacts on sustainability factors by systematically implementing the sustainable investment pillars defined in the GSS into its investment process. These pillars are covered by firm-wide policies that set criteria to identify, consider and prioritise as well as address or mitigate adverse sustainability impacts caused by issuers.



The RBC policy establishes a common framework across investments and economic activities that help identify industries and behaviours presenting a high risk of adverse impacts in violation of international norms. As part of the RBC Policy, sector policies provide a tailored approach to identify and prioritize principal adverse impacts based on the nature of the economic activity, and in many cases, the geography in which these economic activities take place.



The ESG Integration Guidelines includes a series of commitments, which are material to consideration of principal adverse sustainability impacts, and guides the internal ESG integration process. The proprietary ESG scoring framework includes an assessment of a number of adverse sustainability impacts caused by companies in which BNPP AM invest. The outcome of this assessment may impact the valuation models as well as the portfolio construction depending on the severity and materiality of adverse impacts identified.

Thus, the Investment Manager considers principal adverse sustainability impacts throughout the investment process through the use of the internal ESG scores and construction of the portfolio with an improved ESG profile compared to its investment universe.



The Forward-looking perspective defines a set of objectives and developed performance indicators to measure how the researches, portfolios and commitments are aligned on three issues, the “3Es” (Energy transition, Environmental sustainability, Equality & inclusive growth) and thus support investment processes.



Furthermore, the Stewardship team regularly identifies adverse impacts through ongoing research, collaboration with other long-term investors, and dialogue with NGOs and other experts.



Actions to address or mitigate principal adverse sustainability impacts depend on the severity and materiality of these impacts. These actions are guided by the RBC Policy, ESG Integration Guidelines, and Engagement and Voting Policy which include the following provisions:

▪ Exclusion of issuers that are in violation of international norms and conventions and issuers that are involved in activities presenting an unacceptable risk to society and/or the environment;

▪ Engagement with issuers with the aim of encouraging them to improve their environmental, social and governance practices and, thus, mitigate potential adverse impacts;

▪ In case of equity holdings, voting at Annual General Meetings of companies the portfolio is invested in to promote good governance and advance environmental and social issues;

▪ Ensuring all securities included in the portfolio have supportive ESG research.

▪ Managing portfolios so that their aggregate ESG score is better than the relevant benchmark or universe.



Based on the above approach, and depending on the underlying assets, the financial product considers and addresses or mitigates the following principal adverse sustainability impacts:

Corporate mandatory indicators:

1. GreenHouse Gas (GHG) Emissions

2. Carbon footprint

3. GHG intensity of investee companies

4. Exposure to companies active in the fossil fuel sector

5. Share of non-renewable energy consumption and production

6. Energy consumption intensity per high impact climate sector

7. Activities negatively affecting biodiversity sensitive areas

8. Emissions to water

9. Hazardous waste ratio

10. Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

11. Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

12. Unadjusted gender pay gap

13. Board gender diversity

14. Exposure to controversial weapons (anti-personnel mines, cluster munitions, chemical weapons and biological weapons)



Corporate voluntary indicators:



Environment

1. Investments in companies without carbon emission reduction initiatives



Social

1. Lack of a supplier code of conduct

2. Lack of a human rights policy



Sovereign mandatory indicators

1. GHG intensity

2. Investee countries subject to social violations



More detailed information on the manner in which principal adverse impacts on sustainability factors are considered can be found in the BNP PARIBAS ASSET MANAGEMENT SFDR disclosure statement: sustainability risk integration and Principal Adverse Impacts considerations.

In addition, information on how the principal adverse impacts on sustainability factors have been considered over the year will be available in the annual report of the financial product







E. Proportion of Investments



What is the planned asset allocation for this financial product?

The investments used to meet the environmental or social characteristics promoted by the financial product in accordance with the binding elements of its investment strategy represent the proportion of assets with either 1) a positive ESG score and either a positive E score or a positive S score or 2) being Sustainable Investment according to the BNPP AM ESG proprietary methodology.



However, the minimum proportion of investments used to meet the environmental or social characteristics promoted by the financial product shall be at least 50% (#1 in the graph below). For the avoidance of doubt, such a proportion is solely a minimum commitment and the real percentage of the investments of the financial product that attained the promoted environmental or social characteristics will be available in the annual report.

The minimum proportion of sustainable investments of the financial product is 20% (#1A in the graph below). The remaining proportion of the investments is mainly used as described below.

[image: ]

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Financial derivative instruments may be used for efficient portfolio management and hedging purposes. These instruments are not used to attain the environmental or social characteristics promoted by the product.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

Not applicable.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy is 1%.

The objective of the investment manager is not to prevent the product from investing in taxonomy-aligned activities within the framework of the investment strategy of the product. As such, there is no commitment to invest in activities not aligned with the EU Taxonomy

What is the minimum share of socially sustainable investments?

The minimum share of socially sustainable investments within the financial product is 1%.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining proportion of the investments may include the proportion of assets that do not attain the following standards established by the investment manager: 1) a positive ESG score and either a positive E score or a positive S score or 2) being Sustainable Investment according to BNPP AM ESG proprietary methodology or instruments which are mainly used for liquidity, such as cash and cash equivalent assets and/or efficient portfolio management, and/or hedging purposes. Those investments are made in compliance with BNPP AM’s internal processes, including the risk management policy and the RBC policy when applicable as minimum environmental or social safeguards. The risk management policy comprises procedures as are necessary to enable the assessment for each financial product of the exposure of that product to market, liquidity, sustainability and counterparty risks.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The following sustainability indicators are used to measure the attainment of the environmental and social characteristics promoted by the Sub-Fund:

▪ The percentage of the Sub-Fund’s portfolio compliant with the RBC Policy;

▪ The percentage of the Sub-Fund’s portfolio covered by ESG analysis based on the ESG internal proprietary methodology ;

▪ The weighted average ESG score of the Sub-Fund’s portfolio compared to the weighted average ESG score of its investment universe;

▪ The percentage of the Sub-Fund’s portfolio invested in “sustainable investments” as defined in Article 2 (17) of the SFDR regulation

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The monitoring of environmental or social characteristics for article 8 products is ensured through a dedicated two-layers control framework.

BNP’s internal guidelines have been defined and implemented to classify products under article 8 (promotion of environmental and/or social characteristics) of SFDR.

The classification of products in these two categories entails the follow-up of sustainability indicators used to measure the attainment of each of those environmental or social characteristics promoted by the financial product.

On the one hand, investment teams carried out daily controls within Front Office systems to ensure that the features attached to article 8 sustainability indicators are followed-up at all times.

On the other hand, independent risk function also performs second level of controls on a daily basis to spot any breach which are dealt with under an escalation procedure.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125021149]BNPP AM is working towards a world where all investing is responsible: investing responsibly is not just about embracing the social values and global concerns the company shares with its clients, it is about investing in a brighter future that delivers long-term rewards for both its clients and future generations.

BNPP AM acknowledges the importance of its role in representing the interests of its clients to the management teams of the companies in which they invest. Being long-term investors enables the development of productive relationships, allowing scope to engage on the issues that are most relevant to the Investment Manager’s investment cases.

In 2019, the Investment Manager has enhanced its investment philosophy with the development of a set of six investment beliefs focused on sustainability:

1. BNPP AM are long-term, forward-looking investors:

The Investment Manager analyse the past in order to better anticipate future developments while considering the economic model which will best serve BNPP AM in the long term – one focused on low-carbon, sustainable and inclusive growth.

2. BNPP AM’s fiduciary duty is aligned with sustainable investment:

BNPP AM have a duty to their clients to make well-informed investment decisions, taking reputational, operational and financial risks into careful consideration. ESG factors are a key element of this.

3. Stewardship is an opportunity and an obligation:

As long-term investors, BNPP AM believe that they should use stewardship (which encompasses proxy voting, company engagement and policy advocacy), to influence companies and the world for the better. They believe that engagement is generally more effective than exclusion – although divestment can be a last resort.

4. ESG integration helps achieve better risk-adjusted returns:

Sustainability is a long-term driver of investment risks and returns. BNPP AM believe sustainability is imperfectly understood, under-researched and inefficiently priced, with inconsistent levels of disclosure.

Against this background, BNPP AM will make better investment decisions through systematically and explicitly integrating ESG factors into investment analysis and decision-making.

5. A sustainable economic future relies on sustainable investment practices:

The way BNPP AM invest and engage with companies and regulators can help shape the world around us. Managing ESG risks will help promote greater market stability and more sustainable long-term growth while delivering the same, or better, financial returns.

6. Walking the talk is critical to achieving excellence:

As a sustainable asset manager, the Investment Manager’s corporate practices and disclosures should match or exceed the standards BNPP AM expect from the entities in which they invest. That is why this is a priority. BNPP AM are exploring how they can integrate sustainability considerations more fully across all aspects of their business, from how they manage both energy use and waste disposal at their facilities, to gender equality within BNPP AM’s workforce, and by providing ample time and opportunity for their employees to engage in volunteer work.



The components of BNPP AM’s sustainability approach:

In a fast changing world, BNPP AM’s focus is on achieving long-term sustainable returns for clients. In line with this, BNPP AM is committed to integrating sustainability matters across as many strategies as possible.

The BNPP AM 'Global Sustainability Strategy' details the approach to sustainability, setting clear objectives and commitments, and focusing on three key sustainability themes: Energy transition, the Environment and Equality and inclusive growth (the ‘3Es’).

It reinforces the commitment to invest for the long term, engage with companies and regulators to promote best practice, and raise awareness of the role that finance can play in achieving a sustainable world.

The strategy to improve sustainability is built on six pillars, four of which are systematically implemented across BNPP AM’S investment strategies. This approach strengthens the way they invest, including how they generate investment ideas, construct optimal portfolios, control for risk and use their influence with companies and markets. It is designed to respond to the diverse needs of a broad client base while protecting their interests.

 

The six pillars of BNPP AM’s approach:

1. ESG integration

BNPP AM integrate ESG factors throughout their investment processes. From investment philosophy, research and idea generation, to portfolio construction and risk management, as well as engagement, voting, disclosure and reporting.

Examples of guidelines include, but are not limited to:

BNPP AM will not invest in a public entity without an ESG score, or performing qualitative ESG analysis in the absence of an ESG rating;

BNPP AM should aim to hold portfolios with more positive ESG characteristics than their respective investment universe;

As a last resort, BNPP AM may divest from weakly rated entities which do not respond to engagement, and which show no sign that they will place greater emphasis on sustainability considerations in the future;

Holdings of weakly-rated public entities will need to be justified by additional documented qualitative analysis integrating ESG factors;

Some of BNPP AM’s financial product should aim to have a lower carbon footprint than their respective investment universe.

2. Stewardship

BNPP AM are committed to their role as an efficient and diligent steward of the assets their clients entrust them with, and since 2012, they have engaged with the companies they invest in on ESG factors, adopting best practices and greater transparency.

BNPP AM are thoughtful and diligent investors in companies, and have detailed proxy-voting and engagement guidelines on a range of ESG issues.

BNPP AM have three Heads of Stewardship & Engagement roles, for EMEA, the Americas and the Asia Pacific region, who lead their stewardship activities in these regions, including direct corporate engagement and proxy voting, working with policymakers on key issues relating to sustainable finance and investment, and representing BNPP AM in regional ESG investor networks.

Collective engagements:

Recognising that there is a real opportunity to make a difference by sharing knowledge and resources, BNPP AM participates with the wider investment community in a number of ways. For instance, BNPP AM have worked alongside other global investors and publicly supported a series of statements and pledges. BNPP AM also promotes the efficient management of environmental issues, proposing innovative ideas to leading policy makers and contributing to the development of impact investing.

BNPP AM are committed to promoting ESG on an industry-wide scale through the organisation of, or participation in, sustainable investment forums worldwide, and the publication of articles and dedicated newsletters, for instance on BNPP AM’s ViewPoint website. In terms of ESG initiatives, BNPP AM currently participate in over 40 collective engagement initiatives.

Individual engagements:

Creating a dialogue with the companies BNPP AM invest in provides them with another opportunity to foster environmentally responsible practices. In particular, BNPP AM strive to engage with the companies they consider being at risk because their practices or strategy might undermine their ability to perform well financially due to their exposure to climate change risks. For example, BNPP AM’s engagement strategy aims to improve companies’ carbon disclosure, their overall environmental performance, and their understanding of what actions companies are taking to align themselves with the goal of a well below 2°C scenario.

3. Responsible business conduct expectations and product-based exclusions

BNPP AM expect companies to meet their fundamental obligations in the areas of human and labour rights, protecting the environment and ensuring anti-corruption safeguards, wherever they operate, in line with the UN Global Compact Principles and the OECD Guidelines for Multinational Enterprises. BNPP AM engage with companies where they fall short, excluding the worst offenders from BNPP AM’s investment universe.

BNPP AM have a series of sector policies that set out the conditions for investing in particular sectors, guiding BNPP AM’s screening requirements and engagement. 

BNPP AM have another set of policies that commit them to exclude particular sectors or activities (tobacco, unconventional oil and gas, coal, controversial weapons or asbestos), as BNPP AM deem them to be in violation of international norms, or to present unacceptable harm to society or the environment, without counterbalancing benefits. These are generally sectors where engagement makes little sense, as creating real impact is likely to be impossible.

BNPP AM’s full approach is documented in their RBC Policy (Responsible Business Conduct Policy), available on their website: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com)

4. Forward-looking perspective - the 3E's

BNPP AM have identified three critical pre-conditions for a more sustainable and inclusive economic system: 

Energy transition to a low carbon economy;

Environmental sustainability;

Equality and inclusive growth.

Together, these ‘3Es’ represent the pathway to the economic sustainability that enables us, as investors, to safeguard long-term returns.

In considering their approach to these challenging topics, BNPP AM have a range of tools at hand. These include investment, divestment, stewardship and integration:

BNPP AM can invest in the companies and sectors that are part of the solution, encouraging their growth and benefiting from their success through BNPP AM’s allocation of capital.

BNPP AM can divest from those companies that BNPP AM believe are at risk from inevitable structural changes, and whose behaviour is too much at variance with BNPP AM’s own beliefs and investor preferences.

BNPP AM can exercise investor stewardship – through BNPP AM’s proxy voting and engagement activity with companies – and via BNPP AM’s discussions with policymakers, regulators and governments.

BNPP AM integrate their knowledge and perspectives on the ‘3Es’ into investment processes across asset classes. This optimises BNPP AM’s ability to make well-informed decisions – particularly in a world with imperfect information and varied levels of knowledge – thus helping to protect and enhance investment outcomes for clients.

Together, these steps allow BNPP AM to optimise their portfolio-level decisions, help shape the debate and align BNPP AM’s total investments with the economy of the future. To guide BNPP AM’s actions over the coming years, BNPP AM have identified a set of targets and key performance indicators for each of the ‘3Es’. Recognising the importance of getting these aspects right, in most cases BNPP AM take a staged approach to establishing them – measuring first BNPP AM’s exposure before committing to targets.

The selection of sub-themes, targets and KPIs described below is the result of a combination of factors. The areas BNPP AM have selected are those where BNPP AM believe BNPP AM can have the biggest impact and apply more leverage to foster change, but also where there are enough data and tools to act, monitor and report.

BNPP AM report on their approach annually in their sustainability report available on Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

For further information on BNPP AM’s sustainability roadmap, please refer to their Global Sustainability Strategy on their website.

 

ESG SCORING PROCESS:

In this framework, BNPP AM scores more than 13 000 issuers of securities using a four-step process. The scores are made available internally to facilitate ESG integration, investment stewardship and more.

1- ESG metric selection and weighting

To arrive at ESG scores that provide useful insights, BNPP AM select metrics using three criteria:

· Materiality: BNPP AM reward companies that score highly on ESG issues that are material to their business, based on the expertise from BNPP AM’s Sustainability Centre as well as frameworks such as SASB and empirical studies.

· Measurability and insight: BNPP AM prefer insightful performance metrics over policies or programs.

· Data quality and availability: BNPP AM favour metrics for which data is of reasonable quality and readily available so that BNPP AM can compare issuers fairly. BNPP AM use numerous research inputs and data sources (e.g. Sustainalytic, ISS & Trucost) to determine companies ESG scores.

The metrics BNPP AM use are a blend of common and sector-specific.

2- ESG assessment vs. peers

BNPP AM’s assessment is primarily sector-relative, reflecting the fact that ESG risks and opportunities are not always comparable between sectors and regions. For instance, health & safety is less important for an insurance company than a mining company.

The 13 000+ companies under coverage are therefore divided into 20 sector groups and 4 geographical areas, leading to 80 ESG scoring peer groups of geographical and sector peers.

Each issuer starts with a baseline ‘neutral’ score of 50. BNPP AM then sum its score for each of the three ESG pillars – Environmental, Social and Governance. An issuer receives a positive score for a pillar if it performs better than the average of its peer group. If it performs below average, it receives a negative score.

However, two universal issues that impact all companies are not scored relative to peers, introducing a deliberate ‘tilt’ for the most exposed sectors. These are:

· Carbon emissions – As the world faces an absolute carbon emissions problem, BNPP AM implement an absolute carbon emission measure, creating a positive bias towards issuers and sectors with lower carbon emissions.

· Controversies – Sectors that are more prone to ESG controversies have slightly lower scores, reflecting increased risk (‘headline’, reputational or financial risk).

The overall result is a quantitative ESG score that ranges from zero to 99, with the ability to see how each ESG pillar has added to or detracted from the company’s final score.

3- Qualitative review

In addition to proprietary quantitative analysis, BNPP AM also integrate information from third-party sources, their Sustainability Centre’s in-depth research on material issues (e.g. climate change) and BNPP AM’s investment teams’ knowledge and interaction with issuers.

4- Final ESG score

Combining both qualitative and quantitative inputs, BNPP AM reach an ESG score ranging from zero to 99, with issuers ranked in deciles against peers. Issuers that are excluded from investment through BNPP AM’s Responsible Business Conduct policy are assigned a score of 0.

Going forward, some product intend to invest part of their assets in sustainable investments in the meaning of art.2 (17) of SFDR.

The objectives of sustainable investments are to finance companies that contribute to environmental and/or social objectives through their products and services, as well as their sustainable practices. 

BNP PARIBAS ASSET MANAGEMENT’s internal methodology integrates several criteria into its definition of sustainable investments that are considered to be core components to qualify a company as sustainable. These criteria are complementary to each other. In practice, a company must meet at least one of the criteria described below in order to be considered as contributing to an environmental or social objective:

1. A company with an economic activity aligned with the EU Taxonomy objectives. A company can qualify as sustainable investment in case it has more than 20% of its revenues aligned with the EU taxonomy. A company qualifying as sustainable investment through this criteria can contribute to the following environmental objectives: sustainable forestry, environmental restoration, sustainable manufacturing, renewable energy, water supply, sewerage, waste management and remediation, sustainable transportation, sustainable buildings, sustainable information and technology, scientific research for sustainable development;

2. A company with an economic activity contributing to one or more United Nations Sustainable Development goals (UN SDG) targets. A company can qualify as sustainable investment in case it has more than 20% of its revenues aligned with the SDGs and less than 20% of its revenues misaligned with the SDGs. A company qualifying as sustainable investment through this criteria can contribute to the following objectives:

a. Environmental: sustainable agriculture, sustainable management of water and sanitation, sustainable and modern energy, sustainable economic growth, sustainable infrastructure, sustainable cities, sustainable consumption and production patterns, fight against climate change, conservation and sustainable use of oceans, seas and marine resources, protection, restoration and sustainable use of terrestrial ecosystems, sustainable management of forests, fight against desertification, land degradation and biodiversity loss

b. Social: no poverty, zero hunger, food security, healthy lives and well-being at all ages, inclusive and equitable quality education and lifelong learning opportunities, gender equality, women and girls empowerment, availability of water and sanitation, access to affordable, reliable and modern energy, inclusive and sustainable economic growth, full and productive employment and decent work, resilient infrastructure, inclusive and sustainable industrialization, reduced inequality, inclusive, safe and resilient cities and human settlements, peaceful and inclusive societies, access to justice and effective, accountable and inclusive institutions, global partnership for sustainable development;

3. A company operating in high GHG emission sector that is transitioning its business model to align with the objective of maintaining the global temperature rise below 1.5°C. A company qualifying as sustainable investment through this criteria can contribute to the following environmental objectives: GHG emissions reduction, fight against climate change;

4. A company with best-in-class environmental or social practices compared to its peers within the relevant sector and geographical region. A company with a contribution score above 10 on the Environmental or Social pillar qualifies as best performer. A company qualifying as sustainable investment through this criteria can contribute to the following objectives:

a. Environmental: fight against climate change, environmental risk management, sustainable management of natural resources, waste management, water management, GHG emissions reduction, renewable energy, sustainable agriculture, green infrastructure

b. Social: health and safety, human capital management, good external stakeholder management (supply chain, contractors, data), business ethics preparedness, good corporate governance

Green bonds, social bonds and sustainability bonds issued to support specific environmental and/or social projects are also qualified as sustainable investments provided that these debt securities receive an investment recommendation “POSITIVE” or “NEUTRAL” from the Sustainability Center following the issuer and underlying project assessment based on a proprietary Green/Social/Sustainability Bond Assessment methodology.

Companies identified as a sustainable investment should not significantly harm any other environmental or social objectives (the Do No Significant Harm “DNSH” principle) and should follow good governance practices. BNP PARIBAS ASSET MANAGEMENT uses its proprietary methodology to assess all companies against these requirements.

More information on the internal methodology can be found on the following website: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

Once issuers have been identified as a Sustainable Investment, the regulation requires an assessment that the issuer does not significantly harm (DNSH) any other environmental or social objectives and follows good governance practices. Therefore, the following exclusion filters have been added. Issuers should:

1. Not significantly harm any other environmental or social objective: DNSH is identified in the following ways:

-Companies involved in large scale controversies could be seen as detracting from environmental and social goals regardless of their positive contributions. BNPP AM uses controversy data provided by Sustainalytics.

-do not have a weak ESG score: issuers which are ranked decile ten against their peer group in BNPP AM’s internal ESG scoring framework cannot be considered as “Sustainable Investments”. 

-not be included on BNPP AM’s watchlist: BNPP AM’s Responsible Business Conduct policy establishes a watchlist of issuers that are at risk of breaching ESG standards and with whom BNPP AM engage in a dialogue to encourage improvements. An issuer included in BNPP AM’s watchlist cannot be considered as “Sustainable Investments”.

2. follow good governance practices : BNPP AM uses its proprietary ESG scoring methodology which is split out into an Environmental, Social and Governance score. Issuers with a Governance score below 10, are removed and are not considered as “Sustainable Investment”.

As per the clarifications on the ESAs’ draft RTS under SFDR published on June 2nd, 2022, the use of the Principal Adverse Sustainability Indicators (PASI) is mandatory to demonstrate that an investment does not significantly harm any other environmental or social objectives. All the 14 mandatory PASI and BNPP AM’s 3 selected voluntary PASI for Corporates are covered in BNPP AM’s Sustainable Investment definition via the following channels:

·Several PASI are taken into account via BNPPAM’s approach to ESG integration. For instance, carbon emissions and board gender diversity are integrated factors in BNPP AM’s ESG scoring model which underpins the E and S pillar inclusion criteria in BNPP AM’s Sustainable Investment definition.

·Several PASI are taken into account via BNPPAM’s RBC policy e.g. coal and other fossil fuel involvment and controversial weapon involvment. BNPP AM’s RBC policy is applied universally across their portfolios and assesses/excludes companies before they can be considered Sustainable Investment

·BNPP AM’s DNSH and good governance screen in their Sustainable Investment definition considers additional PASI, through the exclusion of companies involved in large scale controversies, the exclusion of issuers with a weak ESG Score (decile 10), and the exclusion of issuers that are watchlisted as per BNPP AM’s RBC policy.

·Overall, the PASI are closely related to BNPP AM’s internal ESG integration critera in portfolios  (through BNPP AM’s RBC and indicators used in the ESG scoring methodology).

·In addition, the sustainable investments made by articles 8 and/or 9 products consider and address or mitigate all the 14 mandatory corporate PASI, BNPP AM’s 3 selected voluntary corporate PASI and the two sovereign PASI based on the combination of the different pillars of BNPP AM’s  Global Sustainability Strategy. For more details please refer to their public PASI disclosure statement here.

BNPP AM has developed its own methodology to identify financial products promoting social or environmental characteristics. A company qualifies as promoting social or environmental characteristics if:

•It has been identified as a Sustainable Investment

Or

•It has an ESG score above 50 and the contribution score to the Environmental or Social pillar is above. BNPP AM’s proprietary ESG scoring methodology further details how issuers ESG performance are rated.





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

With respect to market data providers, BNPP AM select them using a two-step due diligence process. BNPP AM’s Quantitative Research Group begins by analyzing providers’ data sets, which includes examining the coverage of data and its quality, and a statistical review of estimation methodologies, among other items. At the same time, the Sustainability Centre performs a qualitative review of methodologies used and the relevance of selection criteria.

Once BNPP AM have selected a provider, the data sets are usually automatically uploaded to their IT systems. BNPP AM’s market data team oversees governance related to the relationship with the provider, and as part of this process, BNPP AM perform an annual review of BNPP AM’s market data contracts. ESG brokers are selected, monitored and assessed through a formal process organized by BNPP AM’s External Brokers department and formalized once a year by the Global Brokers Committee.

BNPP AM’s external specialized providers and what they offer are as follows:

• Sustainalytics provides BNPP AM with raw data metrics that BNPP AM use selectively to feed BNPP AM’s ESG scoring model. BNPP AM also use this provider for UNGC analysis and controversies offerings.

• S&P Trucost, CDP, Bloomberg, 427, TPI, SBTi and Climate Action 100+: BNPP AM use these data providers for BNPP AM’s climate change and physical risk analysis. Bloomberg and S&P Trucost also provide BNPP AM with corporate Scope 1 & 2 carbon emissions data.

• CDP, S&P Trucost, Forest 500, TRASE, SPOTT, FAIRR, and Iceberg Data Lab provide BNPP AM with water, deforestation and biodiversity metrics BNPP AM use to assess and report on the biodiversity footprints of BNPP AM’s portfolios and holdings.

• ISS and Proxinvest provide BNPP AM  with their governance research and data to feed BNPP AM’s ESG scoring model.

• Beyond Ratings provides BNPP AM with data and research used in BNPP AM’s ESG sovereign research and scoring framework.

• ESG and mainstream brokers provide BNPP AM with research papers and other market information.

• Factset provides BNPP AM with financial and enterprise value data

• Bloomberg provides BNPP AM with EU Taxonomy alignment rate data that BNPP AM use as part of BNPP AM’s Sustainable Investment definition

• BNPP AM has partnered with Matter to create a revenue-based SDG-alignment model for corporates leveraging Factset Hierarchy data which is used as part of the Sustainable Investment definition.

• CDP, Bloomberg, S&P Trucost, Factset, Sustainalytics & ISS is also used to source various Principle Adverse Impact (PAI) indicators.

Please note that corporate Scope 1 & 2 carbon emissions data sourced by Trucost contains some estimated values.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Despite the rapid increase in availability in recent years, ESG data is still relatively immature in particular when compared to mainstream financial data. Data availability presents an array of limitations in data processing and methodology development:

• Due to lack of significant historical data, it is common to observe methodologies and/or models being developed without or with limited back testing.

• ESG scores can be affected by data availability and companies with lower data availability are more likely to be assigned an “average” score.

• The assessment of the EU Taxonomy and SDG alignment of economic activities of some issuers is not taken into account in the datasets BNPP AM are currently using. Therefore, a complementary fundamental analysis process has been developed to complement BNPP AM’s current EU Taxonomy and SDG datasets.

An extra-financial approach may be implemented in a different way by management companies when setting investment management objectives for financial products, in particular in view of the absence of common or harmonized labels at European Level. This also means that it may be difficult to compare strategies integrating extra-financial criteria to the extent that the selection and weightings applied to select investments may be based on metrics that may share the same name but have different underlying meanings. In evaluating a security based on the extra-financial criteria,

the Investment Manager may also use data sources provided by external extra-financial research providers. Given the evolving nature of extra-financial field, these data sources may for the time being be incomplete, inaccurate, unavailable or not updated. Applying responsible business conduct standards as well as extra-financial criteria in the investment process may lead to the exclusion of securities of certain issuers. Consequently, the Sub-Fund's performance may at times be better or worse than the performance of relatable funds that do not apply such standards. In addition, the proprietary methodologies used to take into account ESG non-financial criteria may be subject to reviews in the event of regulatory developments or updates that may lead, in accordance with the applicable regulations, to the increase or decrease of the classification of products, of the indicators used or of the minimum investment commitment levels set.

Finally, BNPP AM have embraced BNPP AM’s role as a ‘future maker’, using their ability to engage with companies and their investments to tackle three key issues: Energy transition, Environmental sustainability, and Equality & inclusive growth. These ‘3Es’ participate to the mitigation of sustainability risks by guiding BNPP AM’s strategic research, stewardship and thematic investing innovation. In 2022, BNPP AM published their net zero roadmap and the biodiversity footprint of their Corporates investments. BNPP AM’s ESG Research findings leverage multiple sources in order to enhance data coverage and analysis. BNPP AM’s ESG research is independent, not limited to ESG data providers and completed by direct contact and engagement with issuers. In addition, BNPP AM’s data strategy is designed to build historical datasets whilst BNPP AM strive to constantly assess the rapidly evolving ESG data landscape. These objectives provide BNPP AM with the necessary tools to further improve BNPP AM’s methodologies and overall data capabilities.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

BNPP AM performs an ESG analysis on the underlying assets through its proprietary ESG score composed of environmental, social and governance indicators. This ESG score is part of the investment decision process of the portfolio manager. Controls are carried out by the fund manager to ensure that commitments related to this ESG score are respected at any time. Independent controls are also carried out by the Risk function of BNPP AM to identify any potential breach which would be remedied following an escalation process.

BNPP AM apply a layer of data quality and control to the underlying metrics BNPP AM source from third parties to narrow BNPP AM’s focus to the indicators that BNPP AM deem to have sufficient coverage, quality and insight. When ESG updates are performed each ESG Sector Analyst performs quality and coherence controls on the main changes of companies in their sector.





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Voting and engagement are key components of BNPP AM’s Global Sustainability Strategy and their investment decisions. Together, voting and engagement form one of the six pillars of  BNPP AM’s approach to sustainable investment and are fully embedded in BNPP AM’s Global Sustainability Strategy (GSS).

To ensure that these activities are effective, consistent and supportive of BNPP AM’s overall objectives as fiduciaries, they are not only rooted in BNPP AM’s GSS, but are amplified in their Stewardship Policy and their Governance and Voting Policy, each reviewed annually, revised as needed, and approved by the Sustainability Committee and the Proxy Voting Committee.

BNPP AM’s voting and engagement activities inform their investment decisions on a day-to-day basis, within the framework of their GSS and ESG integration guidelines. Similarly, BNPP AM’s engagement informs their ESG analysis and ratings of issuers.

BNPP AM use three tools — voting, engagement and public policy advocacy — to encourage companies to improve their performance and accountability on sustainability topics, and to urge policymakers to deliver legislation, regulation and standards that foster sustainable, equitable development. These activities help BNPP AM to better manage ESG risks in the near and long term, enhance BNPP AM’s knowledge and understanding as an investor and generate positive impact — all of which benefit their clients.

Liability risk is built into BNPP AM’s controversy tracking tool. Thus, all companies are monitored via a permanent flow of information from relevant sources (brokers, public data, media, etc.). In the event of controversy, ESG analysts may trigger a special monitoring procedure (by setting up a specific list). Portfolio managers are therefore alerted and any new purchase or increase in positions in this monitored security is prohibited until a new ESG recommendation is provided by ESG analysts. This process allows BNPP AM to maintain a maximum alert level when a controversy arises.

The more controversies a company faces, the greater the reputational risk for BNPP AM’s funds. All controversies are classified from level 1 (least serious) to level 5 (most important). The classification takes into account the impact of the incident (severity and number), the level of recurrence, responsibility and exceptionality, response and management by the company. A company is automatically penalized if it faces one or more level 3 or higher controversies.

If the controversy is extremely serious or has particularly negative consequences, the company could be excluded from BNPP AM’s investment universe. In addition, sectors most exposed to ESG controversies and scandals have structurally weaker ESG results in their rating system.

GOVERNANCE AND VOTING PRINCIPLES:

The following principles describe BNPP AM’s expectations of the public companies in which BNPP AM invest. BNPP AM believe that Environmental, Social and Governance (ESG) issues impact the value and reputation of entities in which BNPP AM invest, in addition to driving systemic risks and opportunities. BNPP AM are therefore committed to incorporating ESG standards into BNPP AM’s investment processes and voting criteria, in the long-term interests of their clients. These principles act as a guiding framework by which BNPP AM executes its ownership responsibilities.

1. FOCUS ON LONG-TERM SUSTAINABLE VALUE CREATION

Management bodies play a critical oversight role to ensure that companies deliver long-term sustainable value, meaning value that can be sustained over the long term, in line with the interests of society and the environment. Corporate governance practices should keep the board’s attention focused on this goal with a clear strategy that takes into account all key stakeholders. Boards should maintain an open dialogue with investors and be prepared to discuss their long-term plans for sustainable value creation.

2. PROTECT SHAREHOLDER RIGHTS

Shareholders play a key role in BNPP AM’s system of corporate accountability and value creation. BNPP AM’s rights as shareholders allow BNPP AM to take action to defend the interests of their clients, when companies underperform expectations. It is therefore critical that shareholder rights be preserved and, where necessary, strengthened:

· Companies should ensure that the rights of all investors are protected and should treat investors equitably, notably by respecting the principle of one share - one vote - one dividend.

· All shareholders should be given the opportunity to vote on all decisions concerning fundamental corporate changes.

· Capital increases should be carefully controlled to minimize dilution of existing shareholders.

· Anti-takeover devices should not be used.

· Shareholders should have opportunities to address material concerns, including through direct access to the proxy to nominate directors and through the submission of shareholder proposals.

3. ENSURE INDEPENDENT, EFFECTIVE AND ACCOUNTABLE BOARD STRUCTURE

There should be a sufficient counter-balancing structure at the board and its committees with a strong presence of qualified, engaged and independent directors to allow for effective oversight of management, with independent leadership. Formal evaluation of the board, executive sessions and succession plans should be in place. Directors should be elected annually, by a majority vote of shareholders. Board composition should include the expertise necessary to understand and address emerging risks facing the company and its key stakeholders.

4. ALIGN INCENTIVE STRUCTURES WITH LONG-TERM INTERESTS OF STAKEHOLDERS

Executive compensation plans should be aligned with the long-term performance of the company, and should discourage irresponsible risk-taking, strengthen employee loyalty, take into consideration their impact on inequality and aim to foster inclusive growth. They should include non-financial targets, including those relating to the key sustainability risks and opportunities presented by the company’s business model. Compensation programs should not restrict the company’s ability to attract and retain talented executives, and should respect best market practices. They should be disclosed to shareholders in a clear and thorough way, and be subject to shareholder approval.

5. ENSURE RESPECT FOR SOCIETY AND THE ENVIRONMENT

Long-term sustainable returns depend upon proactive and effective management of ESG risks and opportunities to ensure that growth does not come at the expense of social and environmental health and stability. As a sustainable investor, BNPP AM expect companies to understand the risks they face and the risks they create, as well as the opportunities that better ESG performance might bring to their businesses, and to act responsibly towards all stakeholders. All companies should strive to meet high corporate governance, environmental and social standards to protect stakeholders’ long-term interests.

6. DISCLOSE ACCURATE, ADEQUATE, AND TIMELY INFORMATION

Companies should ensure that timely and accurate disclosure is made on financial and operating results, ownership issues, lobbying activities and performance on key ESG issues, including full disclosure of greenhouse gas emissions and commitments to combat climate change. Corporate reporting should aim to provide investors with an accurate and holistic view of foreseeable risks to the company, as well as the company’s contribution to the health and stability of key social and environmental systems. Annual audits of the financial statements carried out on behalf of shareholders by independent external auditors should be required for all companies.





L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

No reference benchmark has been designated for the purpose of attaining the environmental or social characteristics promoted by the Sub-Fund.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

This financial product promotes environmental or social characteristics, but does not have as its objective sustainable investment. Any further information regarding the sustainable investment of this financial product are indicated in the below section “No sustainable investment objective”.

All of the information concerning the binding elements of the investment strategy and the good governance policies are indicated in the below section “Investment strategy”.

The minimum proportion of investments used to meet the environmental or social characteristics promoted by the financial product is equal to 50%. In addition, the minimum proportion of Sustainable Investments is equal to 30%.

The monitoring of environmental or social characteristics for article 8 products is ensured through a dedicated two-layers control framework.

Internal guidelines have been defined and implemented to classify products under article 8 (promotion of environmental and/or social characteristics) of SFDR.

The classification of products in these two categories entails the follow-up of sustainability indicators used to measure the attainment of each of those environmental or social characteristics promoted by the financial product or the sustainable investment objective.

On one hand, investment teams carried out daily controls within Front Office systems to ensure that the features attached to article 8 sustainability indicators are follow-up at any time.

On the other hand, independent risk function also performs second level of controls on a daily basis to spot any breach which are dealt with under an escalation procedure.

All the methodologies used to measure how the social or environmental characteristics promoted by the financial product are met are indicated in the below section "Methodologies for environmental or social characteristics".

Any information relating to data sources used to attain each of the environmental or social characteristics promoted by the financial product, the measures taken to ensure data quality, how data are processed and the proportion of data that are estimated can be used in the below section "Data sources and processing".

Any limitation to the methodologies and data sources referred above and how such limitations do not affect how the environmental or social characteristics promoted by the financial product are met can be found in the section "Limitations to methodologies and data".

For passively managed products BNPP AM performs due diligence on the index methodology and ESG research.

Independent controls are also carried out by the Risk function of BNPP AM to identify any potential breach which would be remedied following an escalation process.

Any further information describing the due diligence carried out on the underlying assets of the financial product can be found in the below section "Due Diligence".

Any information regarding the engagement policies implemented by this financial product can be found in the below section “Engagement policies”.

No reference benchmark has been designated for the purpose of attaining the environmental or social characteristics promoted by the financial product.



B. No sustainable Investment Objective

This financial product promotes environmental or social characteristics, but does not have as its objective sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments made by the financial product are to finance companies that contribute to environmental and/or social objectives through their products and services, as well as their sustainable practices.

The internal methodology integrates several criteria into its definition of sustainable investments that are considered to be core components to qualify a company as sustainable. These criteria are complementary to each other. In practice, a company must meet at least one of the criteria described below in order to be considered as contributing to an environmental or social objective:

1. A company with an economic activity aligned with the EU Taxonomy objectives;

2. A company with an economic activity contributing to one or more United Nations Sustainable Development goals (UN SDG) targets;

3. A company operating in high GHG emission sector that is transitioning its business model to align with the objective of maintaining the global temperature rise below 1.5°C;

4. A company with best-in-class environmental or social practices compared to its peers within the relevant sector and geographical region.

Green bonds, social bonds and sustainability bonds issued to support specific environmental and/or social projects are also qualified as sustainable investments provided that these debt securities receive an investment recommendation “POSITIVE” or “NEUTRAL” from the Sustainability Center following the issuer and underlying project assessment based on a proprietary Green/Social/Sustainability Bond Assessment methodology.

Companies identified as a sustainable investment should not significantly harm any other environmental or social objectives (the Do No Significant Harm “DNSH” principle) and should follow good governance practices. BNP Paribas Asset Management (BNPP AM) uses its proprietary methodology to assess all companies against these requirements. More information on the internal methodology can be found on the website of the investment manager : Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com)

More information on the internal methodology can be found on the website of the investment manager: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments that the product partially intends to make should not significantly harm any environmental or social objective (DNSH Principle) . In this respect, the investment manager commits to consider principal adverse impacts on sustainability factors by taking into account indicators for adverse impacts as defined in SFDR and set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation, and to not invest in companies that do not meet their fundamental obligations in line with the OECD Guidelines and the UN Guiding Principles on Business and Human Rights.

How does this financial product take into account principal adverse impacts on sustainability factors?

The investment manager ensures that throughout its investment process, the financial product takes into account principal adverse impact indicators that are relevant to its investment strategy to select the sustainable investments that the financial product partially intends to make by systematically implementing the sustainable investment pillars defined in the BNP Paribas Asset Management Global Sustainability Strategy (GSS) into its investment process and as further detailed below in this document; RBC policy, ESG integration guidelines, Stewardship, the forward-looking vision – the ‘3Es’ (Energy transition, Environmental sustainability, Equality & Inclusive Growth).

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The investment universe of the financial product is periodically screened with a view to identify issuers that are potentially in violation or at risk of violation of the UN Global Compact Principles, OECD Guidelines for Multinational Enterprises and UN Guiding Principles on Business & Human Rights, including the principles and rights set out in the eight fundamental conventions identified in the Declaration of the International Labour Organisation on Fundamental Principles and Rights at Work and the International Bill of Human Rights. This assessment is conducted within the BNPP AM Sustainability Centre on the basis of internal analysis and information provided by external experts, and in consultation with BNP Paribas Group CSR Team. If an issuer is found to be in serious and repeated violations of any of the principles, it will be placed on an “exclusion list” and will not be available for investment. Existing investments should be divested from the portfolio according to an internal procedure. If an issuer is at risk of violating any of the principles, it is placed on a “watch list” monitored, as appropriate.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Sub-Fund promotes environmental and social characteristics by assessing underlying investments against Environmental, Social, and Governance (ESG) criteria using an ESG internal proprietary methodology, and by investing in issuers that demonstrate good environmental, social and governance practices.

Corporate issuers

The investment strategy selects corporate issuers with the best ESG practices within their sector of activity.

The positive screening using a selectivity approach. This involves evaluation of ESG performance of an issuer against a combination of environmental, social and governance factors which include but are not limited to:

o Environmental: energy efficiency, reduction of emissions of greenhouse gases (GHG), treatment of waste;

o Social: respect of human rights and workers’ rights, human resources management (workers’ health and safety, diversity);

o Governance: Board of Directors independence, managers’ remuneration, respect of minority shareholders rights.

The negative screening applying exclusion criteria with regard to issuers that are in violation of international norms and convention, or operate in sensitive sectors as defined by the Responsible Business Conduct Policy (RBC Policy).

Sovereign issuers

The investment strategy selects sovereign issuers based on their performance across the environmental, social and governance pillars. The ESG performance of each country is assessed using an internal Sovereign ESG methodology that focuses on measuring governments' efforts to produce and preserve assets, goods, and services with high ESG values, according to their level of economic development. This involves evaluation of a country against a combination of environmental, social and governance factors, which include but not limited to:

o Environmental: climate mitigation, biodiversity, energy efficiency, land resources, pollution;

o Social: life conditions, economic inequality, education, employment, health infrastructure, human capital;

o Governance: business rights, corruption, democratic life, political stability, security.

BNP Paribas Asset Management’s Global Sustainability Strategy places a strong emphasis on combatting climate change. Therefore, given the importance of sovereigns in addressing climate change, the internal Sovereign ESG methodology includes an additional scoring component that captures the country’s contribution to progress towards the net-zero goals set out in the Paris Agreement. This additional scoring component reflects countries’ commitment to future targets balanced by their current policies and their forward-looking physical climate risk exposure. It combines temperature alignment methodology for determining national contributions to climate change with an assessment of the laws and policies countries have in place for addressing climate change.

The investment manager also applies the BNP Paribas Group’s sensitive countries framework, which includes restrictive measures on certain countries and/or activities that are considered as being particularly exposed to money laundering and terrorism financing related risks.

Furthermore, the investment manager promotes better environmental and social outcomes through engagement with issuers and the exercise of voting rights according to the Stewardship policy, where applicable.

No reference benchmark has been designated for the purpose of attaining the environmental or social characteristics promoted by the Sub-Fund.



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Sub-Fund enforces an “Enhanced Bond” strategy which is an actively managed strategy that seeks a higher return than money market funds while still maintaining a high level of liquidity.

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described below are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The financial product shall comply with the RBC Policy by excluding companies involved in controversies due to poor practices related to human and labor rights, environment, and corruption, as well as companies operating in sensitive sectors (tobacco, coal, controversial weapons, asbestos,…), as these companies are deemed to be in violation of international norms, or to cause unacceptable harm to society and/or the environment;

▪ The financial product shall systematically integrate relevant ESG factors in line with its investment strategy into its investment analysis and decision-making processes.

▪ The financial product shall have at least 90% of its assets (excluding ancillary liquid assets) covered by the ESG analysis based on the ESG internal proprietary methodology.

▪ The financial product’s investment universe shall be reduced by a minimum of 20% due to exclusion of securities with low ESG score and/or sector exclusions as per the RBC Policy.

▪ The financial product shall have the weighted average ESG score of its portfolio higher than the weighted average ESG score of its investment universe.

▪ The financial product shall invest a proportion of its assets in “sustainable investments” as defined in Article 2 (17) of the SFDR regulation and as disclosed in the asset allocation section below.

▪ The exclusions covered by the Management Company’s exclusion policy will apply, being (1) Issuers that breach the principles of the UN Global Compact (UNGC), (2) Issuers involved in the manufacture or product life cycle of controversial weapons (such as but not limited to chemical weapons, cluster munitions and landmines); (3) Issuers deriving a certain percentage of their revenue from the production of tobacco or from other type of involvement in the life cycle of tobacco products such as distribution or licencing activities; (4) Issuers that derive a certain percentage of their revenue from thermal coal extraction and/or arctic drilling; and (5) Issuers that contravene the UNGC labour-related principles and International Labour Organisation’s (“ILO”) broader set of labour standards.

What is the policy to assess good governance practices of the investee companies?

The ESG scoring framework assesses corporate governance through a core set of standard key performance indicators for all sectors supplemented by sector specific metrics.

The governance metrics and indicators to assess good governance practices such as sound management structures, employee relations, remuneration of staff and tax compliance include but are not limited to:

▪ Separation of power (e.g. Split CEO/Chair),

▪ Board diversity,

▪ Executive pay (remuneration policy),

▪ Board Independence, and key committees independence

▪ Accountability of directors,

▪ Financial expertise of the Audit Committee,

▪ Respect of shareholders rights and absence of antitakeover devices

▪ The presence of appropriate policies (i.e. Bribery and corruption, whistleblower),

▪ Tax disclosure,

▪ An assessment of prior negative incidents relating to governance.

The ESG analysis goes beyond the framework to look at a more qualitative assessment of how the insights from our ESG model are reflected in the culture and operations of investee companies. In some cases, the ESG analysts will conduct due diligence meetings to better understand the company’s approach to corporate governance.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

The financial product’s investment universe is reduced by a minimum of 20% due to exclusion of securities with low ESG score and/or sector exclusions as per the RBC Policy.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



The product considers principal adverse impacts on sustainability factors by systematically implementing the sustainable investment pillars defined in the GSS into its investment process. These pillars are covered by firm-wide policies that set criteria to identify, consider and prioritise as well as address or mitigate adverse sustainability impacts caused by issuers.

The RBC policy establishes a common framework across investments and economic activities that help identify industries and behaviours presenting a high risk of adverse impacts in violation of international norms. As part of the RBC Policy, sector policies provide a tailored approach to identify and prioritize principal adverse impacts based on the nature of the economic activity, and in many cases, the geography in which these economic activities take place.



The ESG Integration Guidelines includes a series of commitments, which are material to consideration of principal adverse sustainability impacts, and guides the internal ESG integration process. The proprietary ESG scoring framework includes an assessment of a number of adverse sustainability impacts caused by companies in which BNPP AM invest. Outcome of this assessment may impact the valuation models as well as the portfolio construction depending on the severity and materiality of adverse impacts identified.



Thus, the Investment Manager considers principal adverse sustainability impacts throughout the investment process through the use of the internal ESG scores and construction of the portfolio with an improved ESG profile compared to its investment universe.



The Forward-looking perspective defines a set of objectives and developed performance indicators to measure how the researches, portfolios and commitments are aligned on three issues, the “3Es” (Energy transition, Environmental sustainability, Equality & inclusive growth) and thus support investment processes.



Furthermore, the Stewardship team regularly identifies adverse impacts through ongoing research, collaboration with other long-term investors, and dialogue with NGOs and other experts.



Actions to address or mitigate principal adverse sustainability impacts depend on the severity and materiality of these impacts. These actions are guided by the RBC Policy, ESG Integration Guidelines, and Engagement and Voting Policy which include the following provisions:



▪ Exclusion of issuers that are in violation of international norms and conventions and issuers that are involved in activities presenting an unacceptable risk to society and/or the environment;

▪ Engagement with issuers with the aim of encouraging them to improve their environmental, social and governance practices and, thus, mitigate potential adverse impacts;



▪ In case of equity holdings, voting at Annual General Meetings of companies the portfolio is invested in to promote good governance and advance environmental and social issues;

Ensuring all securities included in the portfolio have supportive ESG research.

▪ Managing portfolios so that their aggregate ESG score is better than the relevant benchmark or universe.

Based on the above approach, and depending on the underlying assets, the financial product considers and addresses or mitigates the following principal adverse sustainability impacts:



Corporate mandatory indicators:

1. GreenHouse Gas (GHG) Emissions

2. Carbon footprint

3. GHG intensity of investee companies

4. Exposure to companies active in the fossil fuel sector

5. Share of non-renewable energy consumption and production

6. Energy consumption intensity per high impact climate sector

7. Activities negatively affecting biodiversity sensitive areas

8. Emissions to water

9. Hazardous waste ratio

10. Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

11. Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

12. Unadjusted gender pay gap

13. Board gender diversity

14. Exposure to controversial weapons (anti-personnel mines, cluster munitions, chemical weapons and biological weapons)

Corporate voluntary indicators:



Environment

1. Investments in companies without carbon emission reduction initiatives



1. Lack of a supplier code of conduct

2. Lack of a human rights policy



Sovereign mandatory indicators

1. GHG intensity

2. Investee countries subject to social violations



More detailed information on the manner in which principal adverse impacts on sustainability factors are considered can be found in the BNP PARIBAS ASSET MANAGEMENT SFDR disclosure statement: sustainability risk integration and Principal Adverse Impacts considerations.



In addition, information on how the principal adverse impacts on sustainability factors have been considered over the year will be available in the annual report of the financial product.







E. Proportion of Investments



What is the planned asset allocation for this financial product?

The investments used to meet the environmental or social characteristics promoted by the financial product in accordance with the binding elements of its investment strategy represent the proportion of assets with either 1) a positive ESG score and either a positive E score or a positive S score or 2) being Sustainable Investment according to the BNPP AM ESG proprietary methodology.



However, the minimum proportion of investments used to meet the environmental or social characteristics promoted by the financial product shall be at least 50% (#1 in the graph below). For the avoidance of doubt, such a proportion is solely a minimum commitment and the real percentage of the investments of the financial product that attained the promoted environmental or social characteristics will be available in the annual report.

The minimum proportion of sustainable investments of the financial product is 30% (#1A in the graph below). The remaining proportion of the investments is mainly used as described below.

[image: ]

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Financial derivative instruments may be used for efficient portfolio management and hedging purposes. These instruments are not used to attain the environmental or social characteristics promoted by the product.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

Not applicable.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy is 1%.

The objective of the investment manager is not to prevent the product from investing in taxonomy-aligned activities within the framework of the investment strategy of the product. As such, there is no commitment to invest in activities not aligned with the EU Taxonomy.

What is the minimum share of socially sustainable investments?

The minimum share of socially sustainable investments within the financial product is 1%.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining proportion of the investments may include the proportion of assets that do not attain the following standards established by the investment manager: 1) a positive ESG score and either a positive E score or a positive S score or 2) being Sustainable Investment according to BNPP AM ESG proprietary methodology or instruments which are mainly used for liquidity, such as cash and cash equivalent assets and/or efficient portfolio management, and/or hedging purposes. Those investments are made in compliance with our internal processes, including the risk management policy and the RBC policy when applicable as minimum environmental or social safeguards. The risk management policy comprises procedures as are necessary to enable the assessment for each financial product of the exposure of that product to market, liquidity, sustainability and counterparty risks.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The following sustainability indicators are used to measure the attainment of the environmental and social characteristics promoted by the Sub-Fund:

▪ The percentage of the Sub-Fund’s portfolio compliant with the RBC Policy;

▪ The percentage of the Sub-Fund’s portfolio covered by ESG analysis based on the ESG internal proprietary methodology ;

▪ The percentage of the financial product’s investment universe reduction due to exclusion of securities with low ESG score and/or sector exclusions as per the RBC Policy;

▪ The weighted average ESG score of the Sub-Fund’s portfolio compared to the weighted average ESG score of its investment universe;

▪ The percentage of the Sub-Fund’s portfolio invested in “sustainable investments” as defined in Article 2 (17) of the SFDR regulation

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The monitoring of environmental or social characteristics for article 8 products is ensured through a dedicated two-layers control framework.

BNP’s internal guidelines have been defined and implemented to classify products under article 8 (promotion of environmental and/or social characteristics) of SFDR.

The classification of products in these two categories entails the follow-up of sustainability indicators used to measure the attainment of each of those environmental or social characteristics promoted by the financial product.

On the one hand, investment teams carried out daily controls within Front Office systems to ensure that the features attached to article 8 sustainability indicators are followed-up at all times.

On the other hand, independent risk function also performs second level of controls on a daily basis to spot any breach which are dealt with under an escalation procedure.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125021149]BNPP AM is working towards a world where all investing is responsible: investing responsibly is not just about embracing the social values and global concerns the company shares with its clients, it is about investing in a brighter future that delivers long-term rewards for both its clients and future generations.

BNPP AM acknowledges the importance of its role in representing the interests of its clients to the management teams of the companies in which they invest. Being long-term investors enables the development of productive relationships, allowing scope to engage on the issues that are most relevant to the Investment Manager’s investment cases.

In 2019, the Investment Manager has enhanced its investment philosophy with the development of a set of six investment beliefs focused on sustainability:

1. BNPP AM are long-term, forward-looking investors:

The Investment Manager analyse the past in order to better anticipate future developments while considering the economic model which will best serve BNPP AM in the long term – one focused on low-carbon, sustainable and inclusive growth.

2. BNPP AM’s fiduciary duty is aligned with sustainable investment:

BNPP AM have a duty to their clients to make well-informed investment decisions, taking reputational, operational and financial risks into careful consideration. ESG factors are a key element of this.

3. Stewardship is an opportunity and an obligation:

As long-term investors, BNPP AM believe that they should use stewardship (which encompasses proxy voting, company engagement and policy advocacy), to influence companies and the world for the better. They believe that engagement is generally more effective than exclusion – although divestment can be a last resort.

4. ESG integration helps achieve better risk-adjusted returns:

Sustainability is a long-term driver of investment risks and returns. BNPP AM believe sustainability is imperfectly understood, under-researched and inefficiently priced, with inconsistent levels of disclosure.

Against this background, BNPP AM will make better investment decisions through systematically and explicitly integrating ESG factors into investment analysis and decision-making.

5. A sustainable economic future relies on sustainable investment practices:

The way BNPP AM invest and engage with companies and regulators can help shape the world around us. Managing ESG risks will help promote greater market stability and more sustainable long-term growth while delivering the same, or better, financial returns.

6. Walking the talk is critical to achieving excellence:

As a sustainable asset manager, the Investment Manager’s corporate practices and disclosures should match or exceed the standards BNPP AM expect from the entities in which they invest. That is why this is a priority. BNPP AM are exploring how they can integrate sustainability considerations more fully across all aspects of their business, from how they manage both energy use and waste disposal at their facilities, to gender equality within BNPP AM’s workforce, and by providing ample time and opportunity for their employees to engage in volunteer work.



The components of BNPP AM’s sustainability approach:

In a fast changing world, BNPP AM’s focus is on achieving long-term sustainable returns for clients. In line with this, BNPP AM is committed to integrating sustainability matters across as many strategies as possible.

The BNPP AM 'Global Sustainability Strategy' details the approach to sustainability, setting clear objectives and commitments, and focusing on three key sustainability themes: Energy transition, the Environment and Equality and inclusive growth (the ‘3Es’).

It reinforces the commitment to invest for the long term, engage with companies and regulators to promote best practice, and raise awareness of the role that finance can play in achieving a sustainable world.

The strategy to improve sustainability is built on six pillars, four of which are systematically implemented across BNPP AM’S investment strategies. This approach strengthens the way they invest, including how they generate investment ideas, construct optimal portfolios, control for risk and use their influence with companies and markets. It is designed to respond to the diverse needs of a broad client base while protecting their interests.

 

The six pillars of BNPP AM’s approach:

1. ESG integration

BNPP AM integrate ESG factors throughout their investment processes. From investment philosophy, research and idea generation, to portfolio construction and risk management, as well as engagement, voting, disclosure and reporting.

Examples of guidelines include, but are not limited to:

BNPP AM will not invest in a public entity without an ESG score, or performing qualitative ESG analysis in the absence of an ESG rating;

BNPP AM should aim to hold portfolios with more positive ESG characteristics than their respective investment universe;

As a last resort, BNPP AM may divest from weakly rated entities which do not respond to engagement, and which show no sign that they will place greater emphasis on sustainability considerations in the future;

Holdings of weakly-rated public entities will need to be justified by additional documented qualitative analysis integrating ESG factors;

Some of BNPP AM’s financial product should aim to have a lower carbon footprint than their respective investment universe.

2. Stewardship

BNPP AM are committed to their role as an efficient and diligent steward of the assets their clients entrust them with, and since 2012, they have engaged with the companies they invest in on ESG factors, adopting best practices and greater transparency.

BNPP AM are thoughtful and diligent investors in companies, and have detailed proxy-voting and engagement guidelines on a range of ESG issues.

BNPP AM have three Heads of Stewardship & Engagement roles, for EMEA, the Americas and the Asia Pacific region, who lead their stewardship activities in these regions, including direct corporate engagement and proxy voting, working with policymakers on key issues relating to sustainable finance and investment, and representing BNPP AM in regional ESG investor networks.

Collective engagements:

Recognising that there is a real opportunity to make a difference by sharing knowledge and resources, BNPP AM participates with the wider investment community in a number of ways. For instance, BNPP AM have worked alongside other global investors and publicly supported a series of statements and pledges. BNPP AM also promotes the efficient management of environmental issues, proposing innovative ideas to leading policy makers and contributing to the development of impact investing.

BNPP AM are committed to promoting ESG on an industry-wide scale through the organisation of, or participation in, sustainable investment forums worldwide, and the publication of articles and dedicated newsletters, for instance on BNPP AM’s ViewPoint website. In terms of ESG initiatives, BNPP AM currently participate in over 40 collective engagement initiatives.

Individual engagements:

Creating a dialogue with the companies BNPP AM invest in provides them with another opportunity to foster environmentally responsible practices. In particular, BNPP AM strive to engage with the companies they consider being at risk because their practices or strategy might undermine their ability to perform well financially due to their exposure to climate change risks. For example, BNPP AM’s engagement strategy aims to improve companies’ carbon disclosure, their overall environmental performance, and their understanding of what actions companies are taking to align themselves with the goal of a well below 2°C scenario.

3. Responsible business conduct expectations and product-based exclusions

BNPP AM expect companies to meet their fundamental obligations in the areas of human and labour rights, protecting the environment and ensuring anti-corruption safeguards, wherever they operate, in line with the UN Global Compact Principles and the OECD Guidelines for Multinational Enterprises. BNPP AM engage with companies where they fall short, excluding the worst offenders from BNPP AM’s investment universe.

BNPP AM have a series of sector policies that set out the conditions for investing in particular sectors, guiding BNPP AM’s screening requirements and engagement. 

BNPP AM have another set of policies that commit them to exclude particular sectors or activities (tobacco, unconventional oil and gas, coal, controversial weapons or asbestos), as BNPP AM deem them to be in violation of international norms, or to present unacceptable harm to society or the environment, without counterbalancing benefits. These are generally sectors where engagement makes little sense, as creating real impact is likely to be impossible.

BNPP AM’s full approach is documented in their RBC Policy (Responsible Business Conduct Policy), available on their website: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com)

4. Forward-looking perspective - the 3E's

BNPP AM have identified three critical pre-conditions for a more sustainable and inclusive economic system: 

Energy transition to a low carbon economy;

Environmental sustainability;

Equality and inclusive growth.

Together, these ‘3Es’ represent the pathway to the economic sustainability that enables us, as investors, to safeguard long-term returns.

In considering their approach to these challenging topics, BNPP AM have a range of tools at hand. These include investment, divestment, stewardship and integration:

BNPP AM can invest in the companies and sectors that are part of the solution, encouraging their growth and benefiting from their success through BNPP AM’s allocation of capital.

BNPP AM can divest from those companies that BNPP AM believe are at risk from inevitable structural changes, and whose behaviour is too much at variance with BNPP AM’s own beliefs and investor preferences.

BNPP AM can exercise investor stewardship – through BNPP AM’s proxy voting and engagement activity with companies – and via BNPP AM’s discussions with policymakers, regulators and governments.

BNPP AM integrate their knowledge and perspectives on the ‘3Es’ into investment processes across asset classes. This optimises BNPP AM’s ability to make well-informed decisions – particularly in a world with imperfect information and varied levels of knowledge – thus helping to protect and enhance investment outcomes for clients.

Together, these steps allow BNPP AM to optimise their portfolio-level decisions, help shape the debate and align BNPP AM’s total investments with the economy of the future. To guide BNPP AM’s actions over the coming years, BNPP AM have identified a set of targets and key performance indicators for each of the ‘3Es’. Recognising the importance of getting these aspects right, in most cases BNPP AM take a staged approach to establishing them – measuring first BNPP AM’s exposure before committing to targets.

The selection of sub-themes, targets and KPIs described below is the result of a combination of factors. The areas BNPP AM have selected are those where BNPP AM believe BNPP AM can have the biggest impact and apply more leverage to foster change, but also where there are enough data and tools to act, monitor and report.

BNPP AM report on their approach annually in their sustainability report available on Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

For further information on BNPP AM’s sustainability roadmap, please refer to their Global Sustainability Strategy on their website.

 

ESG SCORING PROCESS:

In this framework, BNPP AM scores more than 13 000 issuers of securities using a four-step process. The scores are made available internally to facilitate ESG integration, investment stewardship and more.

1- ESG metric selection and weighting

To arrive at ESG scores that provide useful insights, BNPP AM select metrics using three criteria:

· Materiality: BNPP AM reward companies that score highly on ESG issues that are material to their business, based on the expertise from BNPP AM’s Sustainability Centre as well as frameworks such as SASB and empirical studies.

· Measurability and insight: BNPP AM prefer insightful performance metrics over policies or programs.

· Data quality and availability: BNPP AM favour metrics for which data is of reasonable quality and readily available so that BNPP AM can compare issuers fairly. BNPP AM use numerous research inputs and data sources (e.g. Sustainalytic, ISS & Trucost) to determine companies ESG scores.

The metrics BNPP AM use are a blend of common and sector-specific.

2- ESG assessment vs. peers

BNPP AM’s assessment is primarily sector-relative, reflecting the fact that ESG risks and opportunities are not always comparable between sectors and regions. For instance, health & safety is less important for an insurance company than a mining company.

The 13 000+ companies under coverage are therefore divided into 20 sector groups and 4 geographical areas, leading to 80 ESG scoring peer groups of geographical and sector peers.

Each issuer starts with a baseline ‘neutral’ score of 50. BNPP AM then sum its score for each of the three ESG pillars – Environmental, Social and Governance. An issuer receives a positive score for a pillar if it performs better than the average of its peer group. If it performs below average, it receives a negative score.

However, two universal issues that impact all companies are not scored relative to peers, introducing a deliberate ‘tilt’ for the most exposed sectors. These are:

· Carbon emissions – As the world faces an absolute carbon emissions problem, BNPP AM implement an absolute carbon emission measure, creating a positive bias towards issuers and sectors with lower carbon emissions.

· Controversies – Sectors that are more prone to ESG controversies have slightly lower scores, reflecting increased risk (‘headline’, reputational or financial risk).

The overall result is a quantitative ESG score that ranges from zero to 99, with the ability to see how each ESG pillar has added to or detracted from the company’s final score.

3- Qualitative review

In addition to proprietary quantitative analysis, BNPP AM also integrate information from third-party sources, their Sustainability Centre’s in-depth research on material issues (e.g. climate change) and BNPP AM’s investment teams’ knowledge and interaction with issuers.

4- Final ESG score

Combining both qualitative and quantitative inputs, BNPP AM reach an ESG score ranging from zero to 99, with issuers ranked in deciles against peers. Issuers that are excluded from investment through BNPP AM’s Responsible Business Conduct policy are assigned a score of 0.

Going forward, some product intend to invest part of their assets in sustainable investments in the meaning of art.2 (17) of SFDR.

The objectives of sustainable investments are to finance companies that contribute to environmental and/or social objectives through their products and services, as well as their sustainable practices. 

BNP PARIBAS ASSET MANAGEMENT’s internal methodology integrates several criteria into its definition of sustainable investments that are considered to be core components to qualify a company as sustainable. These criteria are complementary to each other. In practice, a company must meet at least one of the criteria described below in order to be considered as contributing to an environmental or social objective:

1. A company with an economic activity aligned with the EU Taxonomy objectives. A company can qualify as sustainable investment in case it has more than 20% of its revenues aligned with the EU taxonomy. A company qualifying as sustainable investment through this criteria can contribute to the following environmental objectives: sustainable forestry, environmental restoration, sustainable manufacturing, renewable energy, water supply, sewerage, waste management and remediation, sustainable transportation, sustainable buildings, sustainable information and technology, scientific research for sustainable development;

2. A company with an economic activity contributing to one or more United Nations Sustainable Development goals (UN SDG) targets. A company can qualify as sustainable investment in case it has more than 20% of its revenues aligned with the SDGs and less than 20% of its revenues misaligned with the SDGs. A company qualifying as sustainable investment through this criteria can contribute to the following objectives:

a. Environmental: sustainable agriculture, sustainable management of water and sanitation, sustainable and modern energy, sustainable economic growth, sustainable infrastructure, sustainable cities, sustainable consumption and production patterns, fight against climate change, conservation and sustainable use of oceans, seas and marine resources, protection, restoration and sustainable use of terrestrial ecosystems, sustainable management of forests, fight against desertification, land degradation and biodiversity loss

b. Social: no poverty, zero hunger, food security, healthy lives and well-being at all ages, inclusive and equitable quality education and lifelong learning opportunities, gender equality, women and girls empowerment, availability of water and sanitation, access to affordable, reliable and modern energy, inclusive and sustainable economic growth, full and productive employment and decent work, resilient infrastructure, inclusive and sustainable industrialization, reduced inequality, inclusive, safe and resilient cities and human settlements, peaceful and inclusive societies, access to justice and effective, accountable and inclusive institutions, global partnership for sustainable development;

3. A company operating in high GHG emission sector that is transitioning its business model to align with the objective of maintaining the global temperature rise below 1.5°C. A company qualifying as sustainable investment through this criteria can contribute to the following environmental objectives: GHG emissions reduction, fight against climate change;

4. A company with best-in-class environmental or social practices compared to its peers within the relevant sector and geographical region. A company with a contribution score above 10 on the Environmental or Social pillar qualifies as best performer. A company qualifying as sustainable investment through this criteria can contribute to the following objectives:

a. Environmental: fight against climate change, environmental risk management, sustainable management of natural resources, waste management, water management, GHG emissions reduction, renewable energy, sustainable agriculture, green infrastructure

b. Social: health and safety, human capital management, good external stakeholder management (supply chain, contractors, data), business ethics preparedness, good corporate governance

Green bonds, social bonds and sustainability bonds issued to support specific environmental and/or social projects are also qualified as sustainable investments provided that these debt securities receive an investment recommendation “POSITIVE” or “NEUTRAL” from the Sustainability Center following the issuer and underlying project assessment based on a proprietary Green/Social/Sustainability Bond Assessment methodology.

Companies identified as a sustainable investment should not significantly harm any other environmental or social objectives (the Do No Significant Harm “DNSH” principle) and should follow good governance practices. BNP PARIBAS ASSET MANAGEMENT uses its proprietary methodology to assess all companies against these requirements.

More information on the internal methodology can be found on the following website: Sustainability documents - BNPP AM Corporate English (bnpparibas-am.com).

Once issuers have been identified as a Sustainable Investment, the regulation requires an assessment that the issuer does not significantly harm (DNSH) any other environmental or social objectives and follows good governance practices. Therefore, the following exclusion filters have been added. Issuers should:

1. Not significantly harm any other environmental or social objective: DNSH is identified in the following ways:

-Companies involved in large scale controversies could be seen as detracting from environmental and social goals regardless of their positive contributions. BNPP AM uses controversy data provided by Sustainalytics.

-do not have a weak ESG score: issuers which are ranked decile ten against their peer group in BNPP AM’s internal ESG scoring framework cannot be considered as “Sustainable Investments”. 

-not be included on BNPP AM’s watchlist: BNPP AM’s Responsible Business Conduct policy establishes a watchlist of issuers that are at risk of breaching ESG standards and with whom BNPP AM engage in a dialogue to encourage improvements. An issuer included in BNPP AM’s watchlist cannot be considered as “Sustainable Investments”.

2. follow good governance practices : BNPP AM uses its proprietary ESG scoring methodology which is split out into an Environmental, Social and Governance score. Issuers with a Governance score below 10, are removed and are not considered as “Sustainable Investment”.

As per the clarifications on the ESAs’ draft RTS under SFDR published on June 2nd, 2022, the use of the Principal Adverse Sustainability Indicators (PASI) is mandatory to demonstrate that an investment does not significantly harm any other environmental or social objectives. All the 14 mandatory PASI and BNPP AM’s 3 selected voluntary PASI for Corporates are covered in BNPP AM’s Sustainable Investment definition via the following channels:

·Several PASI are taken into account via BNPPAM’s approach to ESG integration. For instance, carbon emissions and board gender diversity are integrated factors in BNPP AM’s ESG scoring model which underpins the E and S pillar inclusion criteria in BNPP AM’s Sustainable Investment definition.

·Several PASI are taken into account via BNPPAM’s RBC policy e.g. coal and other fossil fuel involvment and controversial weapon involvment. BNPP AM’s RBC policy is applied universally across their portfolios and assesses/excludes companies before they can be considered Sustainable Investment

·BNPP AM’s DNSH and good governance screen in their Sustainable Investment definition considers additional PASI, through the exclusion of companies involved in large scale controversies, the exclusion of issuers with a weak ESG Score (decile 10), and the exclusion of issuers that are watchlisted as per BNPP AM’s RBC policy.

·Overall, the PASI are closely related to BNPP AM’s internal ESG integration critera in portfolios  (through BNPP AM’s RBC and indicators used in the ESG scoring methodology).

·In addition, the sustainable investments made by articles 8 and/or 9 products consider and address or mitigate all the 14 mandatory corporate PASI, BNPP AM’s 3 selected voluntary corporate PASI and the two sovereign PASI based on the combination of the different pillars of BNPP AM’s  Global Sustainability Strategy. For more details please refer to their public PASI disclosure statement here.

BNPP AM has developed its own methodology to identify financial products promoting social or environmental characteristics. A company qualifies as promoting social or environmental characteristics if:

•It has been identified as a Sustainable Investment

Or

•It has an ESG score above 50 and the contribution score to the Environmental or Social pillar is above. BNPP AM’s proprietary ESG scoring methodology further details how issuers ESG performance are rated.





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

With respect to market data providers, BNPP AM select them using a two-step due diligence process. BNPP AM’s Quantitative Research Group begins by analyzing providers’ data sets, which includes examining the coverage of data and its quality, and a statistical review of estimation methodologies, among other items. At the same time, the Sustainability Centre performs a qualitative review of methodologies used and the relevance of selection criteria.

Once BNPP AM have selected a provider, the data sets are usually automatically uploaded to their IT systems. BNPP AM’s market data team oversees governance related to the relationship with the provider, and as part of this process, BNPP AM perform an annual review of BNPP AM’s market data contracts. ESG brokers are selected, monitored and assessed through a formal process organized by BNPP AM’s External Brokers department and formalized once a year by the Global Brokers Committee.

BNPP AM’s external specialized providers and what they offer are as follows:

• Sustainalytics provides BNPP AM with raw data metrics that BNPP AM use selectively to feed BNPP AM’s ESG scoring model. BNPP AM also use this provider for UNGC analysis and controversies offerings.

• S&P Trucost, CDP, Bloomberg, 427, TPI, SBTi and Climate Action 100+: BNPP AM use these data providers for BNPP AM’s climate change and physical risk analysis. Bloomberg and S&P Trucost also provide BNPP AM with corporate Scope 1 & 2 carbon emissions data.

• CDP, S&P Trucost, Forest 500, TRASE, SPOTT, FAIRR, and Iceberg Data Lab provide BNPP AM with water, deforestation and biodiversity metrics BNPP AM use to assess and report on the biodiversity footprints of BNPP AM’s portfolios and holdings.

• ISS and Proxinvest provide BNPP AM  with their governance research and data to feed BNPP AM’s ESG scoring model.

• Beyond Ratings provides BNPP AM with data and research used in BNPP AM’s ESG sovereign research and scoring framework.

• ESG and mainstream brokers provide BNPP AM with research papers and other market information.

• Factset provides BNPP AM with financial and enterprise value data

• Bloomberg provides BNPP AM with EU Taxonomy alignment rate data that BNPP AM use as part of BNPP AM’s Sustainable Investment definition

• BNPP AM has partnered with Matter to create a revenue-based SDG-alignment model for corporates leveraging Factset Hierarchy data which is used as part of the Sustainable Investment definition.

• CDP, Bloomberg, S&P Trucost, Factset, Sustainalytics & ISS is also used to source various Principle Adverse Impact (PAI) indicators.

Please note that corporate Scope 1 & 2 carbon emissions data sourced by Trucost contains some estimated values.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Despite the rapid increase in availability in recent years, ESG data is still relatively immature in particular when compared to mainstream financial data. Data availability presents an array of limitations in data processing and methodology development:

• Due to lack of significant historical data, it is common to observe methodologies and/or models being developed without or with limited back testing.

• ESG scores can be affected by data availability and companies with lower data availability are more likely to be assigned an “average” score.

• The assessment of the EU Taxonomy and SDG alignment of economic activities of some issuers is not taken into account in the datasets BNPP AM are currently using. Therefore, a complementary fundamental analysis process has been developed to complement BNPP AM’s current EU Taxonomy and SDG datasets.

An extra-financial approach may be implemented in a different way by management companies when setting investment management objectives for financial products, in particular in view of the absence of common or harmonized labels at European Level. This also means that it may be difficult to compare strategies integrating extra-financial criteria to the extent that the selection and weightings applied to select investments may be based on metrics that may share the same name but have different underlying meanings. In evaluating a security based on the extra-financial criteria,

the Investment Manager may also use data sources provided by external extra-financial research providers. Given the evolving nature of extra-financial field, these data sources may for the time being be incomplete, inaccurate, unavailable or not updated. Applying responsible business conduct standards as well as extra-financial criteria in the investment process may lead to the exclusion of securities of certain issuers. Consequently, the Sub-Fund's performance may at times be better or worse than the performance of relatable funds that do not apply such standards. In addition, the proprietary methodologies used to take into account ESG non-financial criteria may be subject to reviews in the event of regulatory developments or updates that may lead, in accordance with the applicable regulations, to the increase or decrease of the classification of products, of the indicators used or of the minimum investment commitment levels set.

Finally, BNPP AM have embraced BNPP AM’s role as a ‘future maker’, using their ability to engage with companies and their investments to tackle three key issues: Energy transition, Environmental sustainability, and Equality & inclusive growth. These ‘3Es’ participate to the mitigation of sustainability risks by guiding BNPP AM’s strategic research, stewardship and thematic investing innovation. In 2022, BNPP AM published their net zero roadmap and the biodiversity footprint of their Corporates investments. BNPP AM’s ESG Research findings leverage multiple sources in order to enhance data coverage and analysis. BNPP AM’s ESG research is independent, not limited to ESG data providers and completed by direct contact and engagement with issuers. In addition, BNPP AM’s data strategy is designed to build historical datasets whilst BNPP AM strive to constantly assess the rapidly evolving ESG data landscape. These objectives provide BNPP AM with the necessary tools to further improve BNPP AM’s methodologies and overall data capabilities.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

BNPP AM performs an ESG analysis on the underlying assets through its proprietary ESG score composed of environmental, social and governance indicators. This ESG score is part of the investment decision process of the portfolio manager. Controls are carried out by the fund manager to ensure that commitments related to this ESG score are respected at any time. Independent controls are also carried out by the Risk function of BNPP AM to identify any potential breach which would be remedied following an escalation process.

BNPP AM apply a layer of data quality and control to the underlying metrics BNPP AM source from third parties to narrow BNPP AM’s focus to the indicators that BNPP AM deem to have sufficient coverage, quality and insight. When ESG updates are performed each ESG Sector Analyst performs quality and coherence controls on the main changes of companies in their sector.





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Voting and engagement are key components of BNPP AM’s Global Sustainability Strategy and their investment decisions. Together, voting and engagement form one of the six pillars of  BNPP AM’s approach to sustainable investment and are fully embedded in BNPP AM’s Global Sustainability Strategy (GSS).

To ensure that these activities are effective, consistent and supportive of BNPP AM’s overall objectives as fiduciaries, they are not only rooted in BNPP AM’s GSS, but are amplified in their Stewardship Policy and their Governance and Voting Policy, each reviewed annually, revised as needed, and approved by the Sustainability Committee and the Proxy Voting Committee.

BNPP AM’s voting and engagement activities inform their investment decisions on a day-to-day basis, within the framework of their GSS and ESG integration guidelines. Similarly, BNPP AM’s engagement informs their ESG analysis and ratings of issuers.

BNPP AM use three tools — voting, engagement and public policy advocacy — to encourage companies to improve their performance and accountability on sustainability topics, and to urge policymakers to deliver legislation, regulation and standards that foster sustainable, equitable development. These activities help BNPP AM to better manage ESG risks in the near and long term, enhance BNPP AM’s knowledge and understanding as an investor and generate positive impact — all of which benefit their clients.

Liability risk is built into BNPP AM’s controversy tracking tool. Thus, all companies are monitored via a permanent flow of information from relevant sources (brokers, public data, media, etc.). In the event of controversy, ESG analysts may trigger a special monitoring procedure (by setting up a specific list). Portfolio managers are therefore alerted and any new purchase or increase in positions in this monitored security is prohibited until a new ESG recommendation is provided by ESG analysts. This process allows BNPP AM to maintain a maximum alert level when a controversy arises.

The more controversies a company faces, the greater the reputational risk for BNPP AM’s funds. All controversies are classified from level 1 (least serious) to level 5 (most important). The classification takes into account the impact of the incident (severity and number), the level of recurrence, responsibility and exceptionality, response and management by the company. A company is automatically penalized if it faces one or more level 3 or higher controversies.

If the controversy is extremely serious or has particularly negative consequences, the company could be excluded from BNPP AM’s investment universe. In addition, sectors most exposed to ESG controversies and scandals have structurally weaker ESG results in their rating system.

GOVERNANCE AND VOTING PRINCIPLES:

The following principles describe BNPP AM’s expectations of the public companies in which BNPP AM invest. BNPP AM believe that Environmental, Social and Governance (ESG) issues impact the value and reputation of entities in which BNPP AM invest, in addition to driving systemic risks and opportunities. BNPP AM are therefore committed to incorporating ESG standards into BNPP AM’s investment processes and voting criteria, in the long-term interests of their clients. These principles act as a guiding framework by which BNPP AM executes its ownership responsibilities.

1. FOCUS ON LONG-TERM SUSTAINABLE VALUE CREATION

Management bodies play a critical oversight role to ensure that companies deliver long-term sustainable value, meaning value that can be sustained over the long term, in line with the interests of society and the environment. Corporate governance practices should keep the board’s attention focused on this goal with a clear strategy that takes into account all key stakeholders. Boards should maintain an open dialogue with investors and be prepared to discuss their long-term plans for sustainable value creation.

2. PROTECT SHAREHOLDER RIGHTS

Shareholders play a key role in BNPP AM’s system of corporate accountability and value creation. BNPP AM’s rights as shareholders allow BNPP AM to take action to defend the interests of their clients, when companies underperform expectations. It is therefore critical that shareholder rights be preserved and, where necessary, strengthened:

· Companies should ensure that the rights of all investors are protected and should treat investors equitably, notably by respecting the principle of one share - one vote - one dividend.

· All shareholders should be given the opportunity to vote on all decisions concerning fundamental corporate changes.

· Capital increases should be carefully controlled to minimize dilution of existing shareholders.

· Anti-takeover devices should not be used.

· Shareholders should have opportunities to address material concerns, including through direct access to the proxy to nominate directors and through the submission of shareholder proposals.

3. ENSURE INDEPENDENT, EFFECTIVE AND ACCOUNTABLE BOARD STRUCTURE

There should be a sufficient counter-balancing structure at the board and its committees with a strong presence of qualified, engaged and independent directors to allow for effective oversight of management, with independent leadership. Formal evaluation of the board, executive sessions and succession plans should be in place. Directors should be elected annually, by a majority vote of shareholders. Board composition should include the expertise necessary to understand and address emerging risks facing the company and its key stakeholders.

4. ALIGN INCENTIVE STRUCTURES WITH LONG-TERM INTERESTS OF STAKEHOLDERS

Executive compensation plans should be aligned with the long-term performance of the company, and should discourage irresponsible risk-taking, strengthen employee loyalty, take into consideration their impact on inequality and aim to foster inclusive growth. They should include non-financial targets, including those relating to the key sustainability risks and opportunities presented by the company’s business model. Compensation programs should not restrict the company’s ability to attract and retain talented executives, and should respect best market practices. They should be disclosed to shareholders in a clear and thorough way, and be subject to shareholder approval.

5. ENSURE RESPECT FOR SOCIETY AND THE ENVIRONMENT

Long-term sustainable returns depend upon proactive and effective management of ESG risks and opportunities to ensure that growth does not come at the expense of social and environmental health and stability. As a sustainable investor, BNPP AM expect companies to understand the risks they face and the risks they create, as well as the opportunities that better ESG performance might bring to their businesses, and to act responsibly towards all stakeholders. All companies should strive to meet high corporate governance, environmental and social standards to protect stakeholders’ long-term interests.

6. DISCLOSE ACCURATE, ADEQUATE, AND TIMELY INFORMATION

Companies should ensure that timely and accurate disclosure is made on financial and operating results, ownership issues, lobbying activities and performance on key ESG issues, including full disclosure of greenhouse gas emissions and commitments to combat climate change. Corporate reporting should aim to provide investors with an accurate and holistic view of foreseeable risks to the company, as well as the company’s contribution to the health and stability of key social and environmental systems. Annual audits of the financial statements carried out on behalf of shareholders by independent external auditors should be required for all companies.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

No reference benchmark has been designated for the purpose of attaining the environmental or social characteristics promoted by the Sub-Fund.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

Not applicable.

How does the designated index differ from a relevant broad market index?

Not applicable.

Where can the methodology used for the calculation of the designated index be found?

Not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is being structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target 2023 III” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to a diversified portfolio of Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). The Longer Term Strategies are made up of Underlying Funds that provide the Fund with a mixed exposure to certain asset classes while respecting the investment limits outlined in the Supplement. 

As part of the Longer Term Strategies, the Fund may invest principally in Underlying Funds that provide exposure to equities issued by companies operating in sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated the ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

[bookmark: _Hlk125101315][bookmark: _Hlk125100966]In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data.

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*.

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.  



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:

[bookmark: _Hlk125100795]

Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk126232425]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][bookmark: _Hlk125101526][bookmark: _Hlk125100924][image: ] The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is being structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target 2023 IV” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non- Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to a diversified portfolio of Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). The Longer Term Strategies are made up of Underlying Funds that provide the Fund with a mixed exposure to certain asset classes while respecting the investment limits outlined in the Supplement. 

As part of the Longer Term Strategies, the Fund may invest principally in Underlying Funds that provide exposure to equities issued by companies operating in sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated the ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

[bookmark: _Hlk125101315][bookmark: _Hlk125100966]In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 

[image: Diagram
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data.

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*.

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125101613][bookmark: _Hlk125021149]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.



I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:

[bookmark: _Hlk125100795]

Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ] 



[bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is being structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target 2023 V” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to a diversified portfolio of Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). The Longer Term Strategies are made up of Underlying Funds that provide the Fund with a mixed exposure to certain asset classes while respecting the investment limits outlined in the Supplement. 

As part of the Longer Term Strategies, the Fund may invest principally in Underlying Funds that provide exposure to equities issued by companies operating in sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated the ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

[bookmark: _Hlk125101315][bookmark: _Hlk125100966]In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*.

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125101613][bookmark: _Hlk125021149]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.  



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:

[bookmark: _Hlk125100795][bookmark: _Hlk125101064]

[bookmark: _Hlk126232583]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.
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* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived.. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target 2025” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement: 



· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies, the Fund may invest principally in Underlying Funds that have a primary focus on providing exposure to equities issued by companies operating in sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated the ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.



What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

[bookmark: _Hlk125101315][bookmark: _Hlk125100966]In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

[image: Diagram
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(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*.

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125101613][bookmark: _Hlk125021149]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk126233391][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:

[bookmark: _Hlk125100795]

[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924][image: ] The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target 2025 II” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies, the Fund may invest principally in Underlying Funds that have a primary focus on providing exposure to equities issued by companies operating in sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated the ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

[bookmark: _Hlk125101315][bookmark: _Hlk125100966]In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data.

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*.

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125101613][bookmark: _Hlk125021149]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126232583]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target 2025 III” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies, the Fund may invest principally in Underlying Funds that have a primary focus on providing exposure to equities issued by companies operating in sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated the ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

[bookmark: _Hlk125101315][bookmark: _Hlk125100966]In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation. 
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*.

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125101613][bookmark: _Hlk125021149]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.



image5.png

The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 5% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is being structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target 2026” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”).



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies, the Fund may invest principally in Underlying Funds that have a primary focus on providing exposure to equities issued by companies operating in sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated the ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

[bookmark: _Hlk125101315][bookmark: _Hlk125100966]In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 5% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 

[image: Diagram
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

5%*.

What is the minimum share of socially sustainable investments?

5%*

*The Fund commits to invest at least 5% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125101613][bookmark: _Hlk125021149]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk126233391][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.
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[bookmark: _Hlk126230263]Sustainability related disclosures 

[bookmark: _Hlk124409874]Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 5% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 



Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 







B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target 2026 II” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies, the Fund may invest principally in Underlying Funds that have a primary focus on providing exposure to equities issued by companies operating in sectors and geographical regions that benefit from ongoing global megatrends. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated its ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 5% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments. 


#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

5%*.

What is the minimum share of socially sustainable investments?

5%*

*The Fund commits to invest at least 5% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125021149]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126230398][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:



Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 5% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is being structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target 2026 III” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non- Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies, the Fund may invest principally in Underlying Funds that have a primary focus on providing exposure to equities issued by companies operating in sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated the ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 5% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

5%*.

What is the minimum share of socially sustainable investments?

5%*

*The Fund commits to invest at least 5% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125101613][bookmark: _Hlk125021149]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:

[bookmark: _Hlk125100795][bookmark: _Hlk125101064]

[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[image: ]



[bookmark: _Hlk126235093][bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening and Fund Level ESG Scoring.

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds and Monthly Fund level ESG scoring.

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.







D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is being structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target Boost” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 



1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally in units of Underlying Funds, which provide an exposure to short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and short term fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide the (“Initial Strategies”). 



2. Following the Subscription Period the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). 



As part of the Longer Term Strategies, the Fund may invest principally in Underlying Funds that have a primary focus on providing exposure to companies, sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement. 



Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated the ESG Policy into the overall investment process, in particular, the portfolio construction process. 



As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 



The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 



For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process.



What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR.

b. Minimum Underlying Fund score

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio.

What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.

[image: Graphical user interface, application
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*.

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126246767]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.




K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement.



A. Summary

[image: ]



[bookmark: _Hlk126235093][bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening and Fund Level ESG Scoring.

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds and Monthly Fund level ESG scoring.

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.







D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is being structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target January 2025” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”.  



1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally in units of Underlying Funds, which provide an exposure to short, medium and/or term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and short term fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide the (“Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement:

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”).



As part of the Longer Term Strategies, the Fund may invest principally in Underlying Funds that have a primary focus on providing exposure to companies, sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement.



Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated its ESG Policy into the overall investment process, in particular, the portfolio construction process. 



As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 



The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR.

b. Minimum Underlying Fund score

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio.

What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 

[image: Diagram
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(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.

[image: Graphical user interface, application

Description automatically generated]

What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*.

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk126233391][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.



I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126246767]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.
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= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[image: ]



[bookmark: _Hlk126235093][bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening and Fund Level ESG Scoring.

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds and Monthly Fund level ESG scoring.

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance; 



b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and 



c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment. 

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways; 



1. Via PAI monitoring of the following indicators; 



· Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises 



· Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises 



2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:  

a. Made in investee companies that demonstrate good governance:



b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and 



c. Made in investee companies that make a positive contribution towards an environmental or social objective. 







C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.







D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is being structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target October 2024” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 



1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing up to 100% of its Net Asset Value in units of Underlying Funds, which provide an exposure to short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and short term fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide the (“Initial Strategies”). 



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement: 



· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). 



As part of the Longer Term Strategies, the Fund may invest principally in Underlying Funds that provide exposure to equities issued by companies operating in sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement.



Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated its ESG Policy into the overall investment process, in particular, the portfolio construction process. 



As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 



The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR.

b. Minimum Underlying Fund score

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio.

What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.
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(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*.

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126246767]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk126235093][bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924][image: ] The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening and Fund Level ESG Scoring.

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 15% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds and Monthly Fund level ESG scoring.

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.







D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Sustainable Target January 2025” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 



1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally in units of Underlying Funds, which provide an exposure to short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and short term fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).

2. Following the Subscription Period the investment objective of the Fund is to achieve medium to long-term capital appreciation. The Fund seeks to achieve this objective in the following manner: 



· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). 



As part of the Longer Term Strategies, the Fund may invest up to 100% of the Fund’s assets in underlying funds that provide exposure to equities issued by companies incorporated anywhere in the world, and which take account of a number of ESG factors.



Although the Fund does not have a specific sustainable investment objective, the Fund will pursue an investment strategy that seeks to identify the best investment opportunities by integrating financial analysis with environmental, social responsibility and governance considerations. In order to meet such extra-financial characteristics, the target funds are assessed as related to sustainable and social criteria and where applicable, they must have an explicit commitment to responsible investing as per their investment process. 

The ESG rating of each instrument held by the Fund should be reflected in an assessment, and ultimately in the decision on whether to invest in such instrument. The Fund will invest, indirectly through open-ended UCIs and UCITS, in instruments that have better social or environmental ratings and/or are issued by issuers with better social or environmental practices. For example as stated above, the Fund currently intends to invest a minimum of 90% in other funds classified as either Article 8 and/or Article 9 under SFDR, which means, that at a minimum, the majority of the underlying funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices. 

The Manager also maintains due diligence processes to assess the ESG commitments of underlying investments and underlying fund managers. To this end, the Manager, reviews and assesses on a periodic basis private and public information related to each issuer and/or relevant underlying fund manager, as applicable, and its ESG rating or characteristics. In addition to such assessment, the Manager will obtain from each issuer (and/or the relevant underlying fund manager, as the case may be), which has been selected for investment by the Fund, any information necessary to assess the ESG rating or characteristics of the relevant underlying investment. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR.

b. Minimum Underlying Fund score

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio.

What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 15% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

15%*.

What is the minimum share of socially sustainable investments?

15%*

*The Fund commits to invest at least 15% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk126233391][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[image: ]



[bookmark: _Hlk126235093][bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening and Fund Level ESG Scoring.

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 30% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds and Monthly Fund level ESG scoring.

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation and the approach taken by the Manager.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.







D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Sustainable Target Boost” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 



1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally in units of Underlying Funds, which provide an exposure to short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and short term fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”). 



2. Following the Subscription Period the investment objective of the Fund is to achieve medium to long-term capital appreciation. The Fund seeks to achieve this objective in the following manner: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 

· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). 



As part of the Longer Term Strategies, the Fund may invest up to 100% of the Fund’s assets in underlying funds that provide exposure to equities issued by companies incorporated anywhere in the world, and which take account of a number of ESG factors. 

Although the Fund does not have a specific sustainable investment objective, the Fund will pursue an investment strategy that seeks to identify the best investment opportunities by integrating financial analysis with environmental, social responsibility and governance considerations. In order to meet such extra-financial characteristics, the target funds are assessed as related to sustainable and social criteria and where applicable, they must have an explicit commitment to responsible investing as per their investment process. 

The ESG rating of each instrument held by the Fund should be reflected in an assessment, and ultimately in the decision on whether to invest in such instrument. The Fund will invest, indirectly through open-ended UCIs and UCITS, in instruments that have better social or environmental ratings and/or are issued by issuers with better social or environmental practices. For example as stated above, the Fund currently intends to invest a minimum of 90% in other funds classified as either Article 8 and/or Article 9 under SFDR, which means, that at a minimum, the majority of the underlying funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices. 

The Manager also maintains due diligence processes to assess the ESG commitments of underlying investments and underlying fund managers. To this end, the Manager, reviews and assesses on a periodic basis private and public information related to each issuer and/or relevant underlying fund manager, as applicable, and its ESG rating or characteristics. In addition to such assessment, the Manager will obtain from each issuer (and/or the relevant underlying fund manager, as the case may be), which has been selected for investment by the Fund, any information necessary to assess the ESG rating or characteristics of the relevant underlying investment. 

For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR.

b. Minimum Underlying Fund score

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio.

What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 30% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.
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(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

30%*.

What is the minimum share of socially sustainable investments?

30%*

*The Fund commits to invest at least 30% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.




K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 30% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled ‘FAM Sustainable Target 2022’ (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of underlying funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period the investment objective of the Fund is to achieve medium to long-term capital appreciation. The Fund seeks to achieve this objective in the following manner, as set out further in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to underlying funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies, the Fund may invest up to 100% of the Fund’s assets in underlying funds that provide exposure to equities issued by companies incorporated anywhere in the world, and which take account of a number of ESG factors. 

Although the Fund does not have a specific sustainable investment objective, the Fund will pursue an investment strategy that seeks to identify the best investment opportunities by integrating financial analysis with environmental, social responsibility and governance considerations. In order to meet such extra-financial characteristics, the target funds or the assets held directly by the Fund are assessed as related to sustainable and social criteria and where applicable, they must have an explicit commitment to responsible investing as per their investment process. 

The ESG rating of each instrument held by the Fund should be reflected in an assessment, and ultimately in the decision on whether to invest in such instrument. The Fund will invest, directly or indirectly through open-ended UCIs and UCITS, in instruments that have better social or environmental ratings and/or are issued by issuers with better social or environmental practices. For example as stated above, the Fund currently intends to invest a minimum of 90% in other funds classified as either Article 8 and/or Article 9 under SFDR, which means, that at a minimum, the majority of the underlying funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices. 

The Manager also maintains due diligence processes to assess the ESG commitments of underlying investments and underlying fund managers. To this end, the Manager, reviews and assesses on a periodic basis private and public information related to each issuer and/or relevant underlying fund manager, as applicable, and its ESG rating or characteristics. In addition to such assessment, the Manager will obtain from each issuer (and/or the relevant underlying fund manager, as the case may be), which has been selected for investment by the Fund, any information necessary to assess the ESG rating or characteristics of the relevant underlying investment. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 30% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 

[image: Diagram
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(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

30%*.

What is the minimum share of socially sustainable investments?

30%*

*The Fund commits to invest at least 30% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125106058]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk126233391][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:

[bookmark: _Hlk125106127]

[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.
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* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 30% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Sustainable Target 2022 II” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of underlying funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”). 

2. Following the Subscription Period, the investment objective of the Fund is to achieve medium to long-term capital appreciation. The Fund seeks to achieve this objective in the following manner, as further set out in the Supplement. 

• By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 

• Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to underlying funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies the Fund, the Fund may invest up to 100% of the Fund’s assets in underlying funds that provide exposure to equities issued by companies incorporated anywhere in the world, and which take account of a number of ESG factors. 

Although the Fund does not have a specific sustainable investment objective, the Fund will pursue an investment strategy that seeks to identify the best investment opportunities by integrating financial analysis with environmental, social responsibility and governance considerations. In order to meet such extra-financial characteristics, the target funds or the assets held directly by the Fund are assessed as related to sustainable and social criteria and where applicable, they must have an explicit commitment to responsible investing as per their investment process. 

The ESG rating of each instrument held by the Fund should be reflected in an assessment, and ultimately in the decision on whether to invest in such instrument. The Fund will invest, directly or indirectly through open-ended UCIs and UCITS, in instruments that have better social or environmental ratings and/or are issued by issuers with better social or environmental practices. For example as stated above, the Fund currently intends to invest a minimum of 90% in other funds classified as either Article 8 and/or Article 9 under SFDR, which means, that at a minimum, the majority of the underlying funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices. 

The Manager also maintains due diligence processes to assess the ESG commitments of underlying investments and underlying fund managers. To this end, the Manager, reviews and assesses on a periodic basis private and public information related to each issuer and/or relevant underlying fund manager, as applicable, and its ESG rating or characteristics. In addition to such assessment, the Manager will obtain from each issuer (and/or the relevant underlying fund manager, as the case may be), which has been selected for investment by the Fund, any information necessary to assess the ESG rating or characteristics of the relevant underlying investment. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 30% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

30%*.

What is the minimum share of socially sustainable investments?

30%*

*The Fund commits to invest at least 30% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125106058]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk126233391][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.
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* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 30% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Sustainable Target 2022 III” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period the investment objective of the Fund is to achieve medium to long-term capital appreciation. The Fund seeks to achieve this objective in the following manner: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies the Fund, the Fund may invest up to 100% of the Fund’s assets in underlying funds that provide exposure to equities issued by companies incorporated anywhere in the world, and which take account of a number of ESG factors. 

Although the Fund does not have a specific sustainable investment objective, the Fund will pursue an investment strategy that seeks to identify the best investment opportunities by integrating financial analysis with environmental, social responsibility and governance considerations. In order to meet such extra-financial characteristics, the target funds or the assets held directly by the Fund are assessed as related to sustainable and social criteria and where applicable, they must have an explicit commitment to responsible investing as per their investment process. 

The ESG rating of each instrument held by the Fund should be reflected in an assessment, and ultimately in the decision on whether to invest in such instrument. The Fund will invest, directly or indirectly through open-ended UCIs and UCITS, in instruments that have better social or environmental ratings and/or are issued by issuers with better social or environmental practices. For example as stated above, the Fund currently intends to invest a minimum of 90% in other funds classified as either Article 8 and/or Article 9 under SFDR, which means, that at a minimum, the majority of the underlying funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices. 

The Manager also maintains due diligence processes to assess the ESG commitments of underlying investments and underlying fund managers. To this end, the Manager, reviews and assesses on a periodic basis private and public information related to each issuer and/or relevant underlying fund manager, as applicable, and its ESG rating or characteristics. In addition to such assessment, the Manager will obtain from each issuer (and/or the relevant underlying fund manager, as the case may be), which has been selected for investment by the Fund, any information necessary to assess the ESG rating or characteristics of the relevant underlying investment.

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 30% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

30%*.

What is the minimum share of socially sustainable investments?

30%*

*The Fund commits to invest at least 30% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125106058]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:

[bookmark: _Hlk125106127]

[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk126235093][bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 25% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Sustainable Target 2023” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of underlying funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period the investment objective of the Fund is to achieve medium to long-term capital appreciation. The Fund seeks to achieve this objective in the following manner: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to underlying funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies, the Fund may invest up to 100% of the Fund’s assets in underlying funds that provide exposure to equities issued by companies incorporated anywhere in the world, and which take account of a number of ESG factors. 

Although the Fund does not have a specific sustainable investment objective, the Fund will pursue an investment strategy that seeks to identify the best investment opportunities by integrating financial analysis with environmental, social responsibility and governance considerations. In order to meet such extra-financial characteristics, the target funds or the assets held directly by the Fund are assessed as related to sustainable and social criteria and where applicable, they must have an explicit commitment to responsible investing as per their investment process. 

The ESG rating of each instrument held by the Fund should be reflected in an assessment, and ultimately in the decision on whether to invest in such instrument. The Fund will invest, directly or indirectly through open-ended UCIs and UCITS, in instruments that have better social or environmental ratings and/or are issued by issuers with better social or environmental practices. For example as stated above, the Fund currently intends to invest a minimum of 90% in other funds classified as either Article 8 and/or Article 9 under SFDR, which means, that at a minimum, the majority of the underlying funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices. 

The Manager also maintains due diligence processes to assess the ESG commitments of underlying investments and underlying fund managers. To this end, the Manager, reviews and assesses on a periodic basis private and public information related to each issuer and/or relevant underlying fund manager, as applicable, and its ESG rating or characteristics. In addition to such assessment, the Manager will obtain from each issuer (and/or the relevant underlying fund manager, as the case may be), which has been selected for investment by the Fund, any information necessary to assess the ESG rating or characteristics of the relevant underlying investment.

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 25% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data.

 (#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

25%*.

What is the minimum share of socially sustainable investments?

25%*

*The Fund commits to invest at least 25% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125106058]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk126233391][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:

[bookmark: _Hlk125106127]

[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924][image: ] The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 25% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant underlying fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Sustainable Target 2023 II” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of underlying funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this objective in the following manner: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to underlying funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies the Fund, the Fund may invest up to 100% of the Fund’s assets in underlying funds that provide exposure to equities issued by companies incorporated anywhere in the world, and which take account of a number of ESG factors. 

Although the Fund does not have a specific sustainable investment objective, the Fund will pursue an investment strategy that seeks to identify the best investment opportunities by integrating financial analysis with environmental, social responsibility and governance considerations. In order to meet such extra-financial characteristics, the target funds or the assets held directly by the Fund are assessed as related to sustainable and social criteria and where applicable, they must have an explicit commitment to responsible investing as per their investment process. 

The ESG rating of each instrument held by the Fund should be reflected in an assessment, and ultimately in the decision on whether to invest in such instrument. The Fund will invest, directly or indirectly through open-ended UCIs and UCITS, in instruments that have better social or environmental ratings and/or are issued by issuers with better social or environmental practices. For example as stated above, the Fund currently intends to invest a minimum of 90% in other funds classified as either Article 8 and/or Article 9 under SFDR, which means, that at a minimum, the majority of the underlying funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices. 

The Manager also maintains due diligence processes to assess the ESG commitments of underlying investments and underlying fund managers. To this end, the Manager, reviews and assesses on a periodic basis private and public information related to each issuer and/or relevant underlying fund manager, as applicable, and its ESG rating or characteristics. In addition to such assessment, the Manager will obtain from each issuer (and/or the relevant underlying fund manager, as the case may be), which has been selected for investment by the Fund, any information necessary to assess the ESG rating or characteristics of the relevant underlying investment.

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 25% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.
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(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

25%*.

What is the minimum share of socially sustainable investments?

25%*

*The Fund commits to invest at least 25% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125106058]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk126233391][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 20% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant underlying fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Sustainable Target 2023 III” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of underlying funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period the investment objective of the Fund is to achieve medium to long-term capital appreciation. The Fund seeks to achieve this objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to underlying funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies, the Fund may invest up to 100% of the Fund’s assets in underlying funds that provide exposure to equities issued by companies incorporated anywhere in the world, and which take account of a number of ESG factors. 

Although the Fund does not have a specific sustainable investment objective, the Fund will pursue an investment strategy that seeks to identify the best investment opportunities by integrating financial analysis with environmental, social responsibility and governance considerations. In order to meet such extra-financial characteristics, the target funds or the assets held directly by the Fund are assessed as related to sustainable and social criteria and where applicable, they must have an explicit commitment to responsible investing as per their investment process. 

The ESG rating of each instrument held by the Fund should be reflected in an assessment, and ultimately in the decision on whether to invest in such instrument. The Fund will invest, directly or indirectly through open-ended UCIs and UCITS, in instruments that have better social or environmental ratings and/or are issued by issuers with better social or environmental practices. For example as stated above, the Fund currently intends to invest a minimum of 90% in other funds classified as either Article 8 and/or Article 9 under SFDR, which means, that at a minimum, the majority of the underlying funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices. 

The Manager also maintains due diligence processes to assess the ESG commitments of underlying investments and underlying fund managers. To this end, the Manager, reviews and assesses on a periodic basis private and public information related to each issuer and/or relevant underlying fund manager, as applicable, and its ESG rating or characteristics. In addition to such assessment, the Manager will obtain from each issuer (and/or the relevant underlying fund manager, as the case may be), which has been selected for investment by the Fund, any information necessary to assess the ESG rating or characteristics of the relevant underlying investment.

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 20% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

20%*.

What is the minimum share of socially sustainable investments?

20%*

*The Fund commits to invest at least 20% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125106058]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes
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How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk126235093][bookmark: _Hlk126232694][image: Graphical user interface, text, application

Description automatically generated] The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening and Fund Level ESG Scoring.

[bookmark: _Hlk125101526][bookmark: _Hlk125100924]
The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 20% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds and Monthly Fund level ESG scoring.

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.







D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve long-term capital appreciation as set out in the supplement to the Prospectus titled “FAM Megatrends” (the “Supplement”). 

The Fund seeks to achieve its investment objective by investing principally in units of Underlying Funds that provide exposure to equities issued by companies incorporated anywhere in the world. Investment in Underlying Funds will have a primary focus on providing exposure to companies, sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated its ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process.



What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR.

b. Minimum Underlying Fund score

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio.

What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 20% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 

[image: Diagram

Description automatically generated] 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

20%*.

What is the minimum share of socially sustainable investments?

20%*

*The Fund commits to invest at least 20% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk124953456]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk126233391][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126246767][bookmark: _Hlk126246928]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][bookmark: _Hlk126235093][bookmark: _Hlk126232694][image: ] 



[bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant underlying fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation. 

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

 The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Sustainable Target 2026” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period the investment objective of the Fund is to achieve medium to long-term capital appreciation. The Fund seeks to achieve this objective in the following manner: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies, the Fund may invest up to 100% of the Fund’s assets in underlying funds that provide exposure to equities issued by companies incorporated anywhere in the world, and which take account of a number of ESG factors. 

Although the Fund does not have a specific sustainable investment objective, the Fund will pursue an investment strategy that seeks to identify the best investment opportunities by integrating financial analysis with environmental, social responsibility and governance considerations. In order to meet such extra-financial characteristics, the target funds or the assets held directly by the Fund are assessed as related to sustainable and social criteria and where applicable, they must have an explicit commitment to responsible investing as per their investment process. 

The ESG rating of each instrument held by the Fund should be reflected in an assessment, and ultimately in the decision on whether to invest in such instrument. The Fund will invest, directly or indirectly through open-ended UCIs and UCITS, in instruments that have better social or environmental ratings and/or are issued by issuers with better social or environmental practices. For example as stated above, the Fund currently intends to invest a minimum of 90% in other funds classified as either Article 8 and/or Article 9 under SFDR, which means, that at a minimum, the majority of the underlying funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices. 

The Manager also maintains due diligence processes to assess the ESG commitments of underlying investments and underlying fund managers. To this end, the Manager, reviews and assesses on a periodic basis private and public information related to each issuer and/or relevant underlying fund manager, as applicable, and its ESG rating or characteristics. In addition to such assessment, the Manager will obtain from each issuer (and/or the relevant underlying fund manager, as the case may be), which has been selected for investment by the Fund, any information necessary to assess the ESG rating or characteristics of the relevant underlying investment.

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

[bookmark: _Hlk124953155]In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or an other corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*.

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125101613][bookmark: _Hlk125021149]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:

[bookmark: _Hlk124953882]

[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk126235093][bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant underlying fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Sustainable Target 2026 II” for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period the investment objective of the Fund is to achieve medium to long-term capital appreciation. The Fund seeks to achieve this objective in the following manner: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies, the Fund may invest up to 100% of the Fund’s assets in underlying funds that provide exposure to equities issued by companies incorporated anywhere in the world, and which take account of a number of ESG factors. 

Although the Fund does not have a specific sustainable investment objective, the Fund will pursue an investment strategy that seeks to identify the best investment opportunities by integrating financial analysis with environmental, social responsibility and governance considerations. In order to meet such extra-financial characteristics, the target funds or the assets held directly by the Fund are assessed as related to sustainable and social criteria and where applicable, they must have an explicit commitment to responsible investing as per their investment process. 

The ESG rating of each instrument held by the Fund should be reflected in an assessment, and ultimately in the decision on whether to invest in such instrument. The Fund will invest, directly or indirectly through open-ended UCIs and UCITS, in instruments that have better social or environmental ratings and/or are issued by issuers with better social or environmental practices. For example as stated above, the Fund currently intends to invest a minimum of 90% in other funds classified as either Article 8 and/or Article 9 under SFDR, which means, that at a minimum, the majority of the underlying funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices. 

The Manager also maintains due diligence processes to assess the ESG commitments of underlying investments and underlying fund managers. To this end, the Manager, reviews and assesses on a periodic basis private and public information related to each issuer and/or relevant underlying fund manager, as applicable, and its ESG rating or characteristics. In addition to such assessment, the Manager will obtain from each issuer (and/or the relevant underlying fund manager, as the case may be), which has been selected for investment by the Fund, any information necessary to assess the ESG rating or characteristics of the relevant underlying investment.

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*.

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125106058]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk126233391][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security.  





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk126235093][bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 15% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant underlying fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Sustainable Target 2023 IV” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”.

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of underlying funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to underlying funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies, the Fund may invest up to 100% of the Fund’s assets in underlying funds that provide exposure to equities issued by companies incorporated anywhere in the world, and which take account of a number of ESG factors. 

Although the Fund does not have a specific sustainable investment objective, the Fund will pursue an investment strategy that seeks to identify the best investment opportunities by integrating financial analysis with environmental, social responsibility and governance considerations. In order to meet such extra-financial characteristics, the target funds or the assets held directly by the Fund are assessed as related to sustainable and social criteria and where applicable, they must have an explicit commitment to responsible investing as per their investment process. 

The ESG rating of each instrument held by the Fund should be reflected in an assessment, and ultimately in the decision on whether to invest in such instrument. The Fund will invest, directly or indirectly through open-ended UCIs and UCITS, in instruments that have better social or environmental ratings and/or are issued by issuers with better social or environmental practices. For example as stated above, the Fund currently intends to invest a minimum of 90% in other funds classified as either Article 8 and/or Article 9 under SFDR, which means, that at a minimum, the majority of the underlying funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices. 

The Manager also maintains due diligence processes to assess the ESG commitments of underlying investments and underlying fund managers. To this end, the Manager, reviews and assesses on a periodic basis private and public information related to each issuer and/or relevant underlying fund manager, as applicable, and its ESG rating or characteristics. In addition to such assessment, the Manager will obtain from each issuer (and/or the relevant underlying fund manager, as the case may be), which has been selected for investment by the Fund, any information necessary to assess the ESG rating or characteristics of the relevant underlying investment. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 15% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

15%*.

What is the minimum share of socially sustainable investments?

15%*

*The Fund commits to invest at least 15% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125106058]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126232583][bookmark: _Hlk126233199][bookmark: _Hlk126234769]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk126235093][bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant underlying fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Sustainable Target 2023 V” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”.

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of underlying funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period the investment objective of the Fund is to achieve medium to long-term capital appreciation. The Fund seeks to achieve this objective in the following manner: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 

· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to underlying funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies, the Fund The Fund may invest up to 100% of the Fund’s assets in underlying funds that provide exposure to equities issued by companies incorporated anywhere in the world, and which take account of a number of ESG factors. 

Although the Fund does not have a specific sustainable investment objective, the Fund will pursue an investment strategy that seeks to identify the best investment opportunities by integrating financial analysis with environmental, social responsibility and governance considerations. In order to meet such extra-financial characteristics, the target funds or the assets held directly by the Fund are assessed as related to sustainable and social criteria and where applicable, they must have an explicit commitment to responsible investing as per their investment process. 

The ESG rating of each instrument held by the Fund should be reflected in an assessment, and ultimately in the decision on whether to invest in such instrument. The Fund will invest, directly or indirectly through open-ended UCIs and UCITS, in instruments that have better social or environmental ratings and/or are issued by issuers with better social or environmental practices. For example as stated above, the Fund currently intends to invest a minimum of 90% in other funds classified as either Article 8 and/or Article 9 under SFDR, which means, that at a minimum, the majority of the underlying funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices. 

The Manager also maintains due diligence processes to assess the ESG commitments of underlying investments and underlying fund managers. To this end, the Manager, reviews and assesses on a periodic basis private and public information related to each issuer and/or relevant underlying fund manager, as applicable, and its ESG rating or characteristics. In addition to such assessment, the Manager will obtain from each issuer (and/or the relevant underlying fund manager, as the case may be), which has been selected for investment by the Fund, any information necessary to assess the ESG rating or characteristics of the relevant underlying investment. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 

[image: Diagram
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

  


#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*.

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125106058]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk126235093][bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant underlying fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled ‘Fineco AM Sustainable Target 2024 (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the "Initial Strategies").



2. Following the Subscription Period the investment objective of the Fund is to achieve medium to long-term capital appreciation. The Fund seeks to achieve this objective in the following manner, as set out further in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the "Longer Term Strategies"). 

As part of the Longer Term Strategies, the Fund may invest principally in underlying funds that provide exposure to equities issued by companies incorporated anywhere in the world, and which take account of a number of ESG factors. 

Although the Fund does not have a specific sustainable investment objective, the Fund will pursue an investment strategy that seeks to identify the best investment opportunities by integrating financial analysis with environmental, social responsibility and governance considerations. In order to meet such extra-financial characteristics, the target funds or the assets held directly by the Fund are assessed as related to sustainable and social criteria and where applicable, they must have an explicit commitment to responsible investing as per their investment process. 

The ESG rating of each instrument held by the Fund should be reflected in an assessment, and ultimately in the decision on whether to invest in such instrument. The Fund will invest, directly or indirectly through open-ended UCIs and UCITS, in instruments that have better social or environmental ratings and/or are issued by issuers with better social or environmental practices. For example as stated above, the Fund currently intends to invest a minimum of 90% in other funds classified as either Article 8 and/or Article 9 under SFDR, which means, that at a minimum, the majority of the underlying funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices. 

The Manager also maintains due diligence processes to assess the ESG commitments of underlying investments and underlying fund managers. To this end, the Manager, reviews and assesses on a periodic basis private and public information related to each issuer and/or relevant underlying fund manager, as applicable, and its ESG rating or characteristics. In addition to such assessment, the Manager will obtain from each issuer (and/or the relevant underlying fund manager, as the case may be), which has been selected for investment by the Fund, any information necessary to assess the ESG rating or characteristics of the relevant underlying investment.

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 90% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*.

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:



[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.
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* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][image: ]



[bookmark: _Hlk126235093][bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is being structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “Fineco AM Megatrends Target 2024” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the "Initial Strategies").



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to a diversified portfolio of Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). The Longer Term Strategies are made up of Underlying Funds that provide the Fund with a mixed exposure to certain asset classes while respecting the investment limits outlined in the Supplement. 

As part of the Longer Term Strategies, the Fund may invest up to 100% of the Fund’s Net Asset Value in Underlying Funds that have a primary focus on providing exposure to companies, sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated its ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies. 

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

[bookmark: _Hlk125101315][bookmark: _Hlk125100966]In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*.

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125101613][bookmark: _Hlk125021149]The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.   



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk126233391][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:

[bookmark: _Hlk125100795]

[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[bookmark: _Hlk124422157][bookmark: _Hlk126235093][bookmark: _Hlk126232694][bookmark: _Hlk125101526][bookmark: _Hlk125100924][image: ] The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening, Fund Level ESG Scoring and Negative Screening (Norm-based exclusions).

The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 0% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds, Monthly Fund level ESG scoring and due diligence on directly held assets. 

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic  Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.

d. Negative Screening (Norm-based exclusions) 

For any potential direct holdings the Manager applies norms-based exclusions based on its Exclusion Policy. The Manager wants its funds under management to avoid making any investments which the Manager or its clients might deem incompatible with minimum responsible investing principles. To align the Fund’s investments with this sustainable investment approach, Manager have adopted a firm wide exclusion policy which screens all investments for their compliance with minimum international standards and norms, from which an Exclusion List is derived. 

Exclusion categories considered in the Exclusion Policy are: 

o United Nations Global Compact Principles 

o Controversial Weapons 

o Tobacco 

o Climate Change 

o Forced Labour 





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund is being structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “Fineco AM Megatrends Target 2027” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 

1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing principally, either directly, or indirectly via units of Underlying Funds, in short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide (the “Initial Strategies”).



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement: 

· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”). 



· Every month the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to a diversified portfolio of Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). 

As part of the Longer Term Strategies, the Fund may invest principally in Underlying Funds that have a primary focus on providing exposure to equities issued by companies operating in sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement. 

Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated its ESG Policy into the overall investment process, in particular, the portfolio construction process. 

As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 

The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 

For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), companies that are in breach of UN Global Compact principles (along with certain other Exclusion criteria) are excluded from the investment universe of the Fund as defined by the Manager. Where an investment is deemed inappropriate, no further investment may be made in the instrument, however existing holdings may be retained for a period of time to facilitate orderly divestment. For investment in underlying funds, exclusions of the underlying fund manager are assessed as part of the initial and ongoing due diligence process. 

For any direct investment (i.e. non-underlying fund investments), the Manager recognises and adheres to the principle of responsible stewardship via sustainable proxy voting and collective engagement initiatives as a way of promoting good ESG policies.

The elements of the investment strategy to attain of the environmental or social characteristics promoted by this financial product as described above are systematically integrated throughout the investment process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or another corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio. 



c. Exclusion Policy 

For any direct holdings (i.e. non-underlying fund investments), the Manager’s Exclusion Policy applies, and this reduces the investment universe accordingly to exclude issuers that fail to comply with the minimum standards set out therein.

 What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence.

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

[bookmark: _Hlk125101315][bookmark: _Hlk125100966]In addition, direct holdings (i.e. non-underlying fund investments) in the Fund must have a minimum rating of BB according to MSCI ESG Manager (or another corresponding rating from a similar rating provider). This ensures a level of good governance vis a vis the above scores. Limited exceptions to this rule may apply.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes. 
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The asset allocation may change over time and percentages may be updated in this appendix from time to time. There is no specific allocation among #1A. Calculations may rely on incomplete or inaccurate underlying fund manager data and/or company or third-party data. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

0%*.

What is the minimum share of socially sustainable investments?

0%*

*The Fund commits to invest at least 0% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund.  



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:

[bookmark: _Hlk125100795]

[bookmark: _Hlk126232583][bookmark: _Hlk126233199]Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.



Due Diligence on direct holdings: Fineco AM receives ESG scores from MSCI in order to conduct initial and ongoing due diligence on all directly purchased securities. The Fineco AM Investment team may also check the veracity of the MSCI ESG scores by comparing with various sources such as other ESG scoring providers and/or by checking directly, publicly disclosed information relating to the issuer of the relevant security. 





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*
= Taxonomy-aligned = Taxonomy-aligned
Other investments Other investments
P 100%

* For the purpose of these graphs, ‘sovereign bonds’ consist of ~all sovereign
exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary


The Fund promotes environmental or social characteristics, but does not have as its objective sustainable investment. 



The Fund commits to making sustainable investments.



The Fund promotes environmental and/or social characteristics by aiming to have a higher ESG score than the ESG score of the MSCI Europe Value Index (the “Benchmark”). In determining the ESG score of the Fund and the Benchmark, ESG performance is assessed by comparing the average performance of a security against the security issuer’s industry, in respect of each of the three ESG characteristics of environmental, social and governance. The Benchmark is a broad market index which does not assess or include constituents according to environmental and/or social characteristics and therefore is not intended to be consistent with the characteristics promoted by the Fund. No ESG reference Benchmark has been designated.



90% of the investments of the Fund will be used to meet the environmental or social characteristics promoted by the Fund in accordance with the binding elements of the investment strategy of the Fund. Furthermore, the Fund commits to have a minimum of 10% of sustainable investments. Investments aligned with other E/S characteristics (#1B) will represent the difference between the actual proportion of investments aligned with environmental or social characteristics (#1) and the actual proportion of sustainable investments (#1A). The remaining proportion of the investments will be invested in assets with environmental and social characteristics.



All ESG data, either externally or internally processed, is centralised by the Responsible Investment Business line, which is responsible for controlling the quality of the inputs and processed ESG outputs. This monitoring includes an automated quality check as well as a qualitative check from ESG analysts who are specialists of their sectors. ESG scores are updated on a monthly basis within Amundi's proprietary tool Stock Rating Integrator (SRI) module. 



Sustainability indicators used within Amundi rely on proprietary methodologies. These indicators are continuously made available in the portfolio management system allowing the portfolio managers to assess the impact of their investment decisions. 



Moreover these indicators are embedded within Amundi’s control framework, with responsibilities spread between the first level of controls performed by the Investment teams themselves and the second level of controls performed by the Risk teams, who monitor compliance with environmental or social characteristics promoted by the Fund on an ongoing basis. 



The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions. 



The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor. 

Amundi's ESG scores are built using Amundi's ESG analysis framework and scoring methodology. Amundi sources data from the following sources for ESG scores: Moody, ISS-Oekem, MSCI, and Sustainalytics. Methodology limitations are by construction linked to use of ESG data. The ESG data landscape is currently being standardised which can impact data quality; data coverage also is a limitation. Current and future regulation will improve standardized reporting and corporate disclosures on which ESG data rely. 



Amundi is aware of these limitations which it mitigated by a combination of approaches. 



Each month, the ESG score are recalculated according Amundi quantitative methodology. The result of this calculation is then reviewed by the ESG analysts who perform a qualitative "sampling control" on its sector based on various checks. 



Amundi engages investee or potential investee companies at the issuer level regardless of the type of holdings held (equity and bonds).





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments are to invest in investee companies that seek to meet two criteria: 

1) follow best environmental and social practices; and 

2) avoid making products or providing services that harm the environment and society.

In order for the investee company to be deemed to contribute to the above objective it must be a best performer be a “best performer” within its sector of activity on at least one of its material environmental or social factors. The definition of “best performer” relies on Amundi’s proprietary ESG methodology which aims to measure the ESG performance of an investee company. In order to be considered a “best performer”, an investee company must perform with the best top three rating (A, B or C, out of a rating scale going from A to G) within its sector on at least one material environmental or social factor. Material environmental and social factors are identified at a sector level. The identification of material factors is based on Amundi ESG analysis framework which combines extra-financial data and qualitative analysis of associated sector and sustainability themes. Factors identified as material result in a contribution of more than 10% to the overall ESG score. For energy sector for example, material factors are: emissions and energy, biodiversity and pollution, health and security, local communities and human rights. For a more complete overview of sectors and factors, please refer to the Amundi ESG Regulatory Statement available at www.amundi.lu 

To contribute to the above objectives, the investee company should not have significant exposure to activities (e.g. tobacco, weapons, gambling, coal, aviation, meat production, fertilizer and pesticide manufacturing, single-use plastic production) not compatible with such criteria. The sustainable nature of an investment is assessed at investee company level.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

To ensure sustainable investments do no significant harm (‘DNSH’), Amundi utilises two filters: 

• The first DNSH test filter relies on monitoring the mandatory Principal Adverse Impacts indicators where robust data is available (e.g. Greenhouse Gas intensity of investee companies) via a combination of indicators (e.g. carbon intensity) and specific thresholds or rules (e.g. that the investee company’s carbon intensity does not belong to the last decile of the sector). Amundi already considers specific Principle Adverse Impacts within its exclusion policy as part of Amundi’s Responsible Investment Policy. These exclusions, which apply on the top of the tests detailed above, cover the following topics: exclusions on controversial weapons, Violations of UN Global Compact principles, coal and tobacco. 

• Beyond the specific sustainability factors covered in the first filter, Amundi has defined a second filter, which does not take the mandatory Principal Adverse Impact indicators above into account, in order to verify that the company does not badly perform from an overall environmental or social standpoint compared to other companies within its sector which corresponds to an environmental or social score superior or equal to E using Amundi’s ESG rating. 

In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy.

How does this financial product take into account principal adverse impacts on sustainability factors?

The indicators for adverse impacts have been taken into account as detailed in the first do not significant harm (DNSH) filter above: 

The first DNSH filter relies on monitoring of mandatory Principal Adverse Impacts indicators where robust data is available via the combination of following indicators and specific thresholds or rules: 

- Have a CO2 intensity which does not belong to the last decile compared to other companies within its sector (only applies to high intensity sectors), and 

- Have a Board of Directors’ diversity which does not belong to the last decile compared to other companies within its sector, and 

- Be cleared of any controversy in relation to work conditions and human rights, and 

- Be cleared of any controversy in relation to biodiversity and pollution. 

Amundi already considers specific Principle Adverse Impacts within its exclusion policy as part of Amundi’s Responsible Investment Policy. These exclusions, which apply on the top of the tests detailed above, cover the following topics: exclusions on controversial weapons, Violations of UN Global Compact principles, coal and tobacco. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are integrated into Amundi’s ESG scoring methodology. Amundi’s proprietary ESG rating tool assesses issuers using available data from its data providers. For example the model has a dedicated criteria called “Community Involvement & Human Rights” which is applied to all sectors in addition to other human rights linked criteria including socially responsible supply chains, working conditions, and labour relations. Furthermore, Amundi conducts controversy monitoring on a, at minimum, quarterly basis which includes companies identified for human rights violations. When controversies arise, analysts will evaluate the situation and apply a score to the controversy (using Amundi’s proprietary scoring methodology) and determine the best course of action. Controversy scores are updated quarterly to track the trend and remediation efforts.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes environmental and/or social characteristics by aiming to have a higher ESG score than the ESG score of the MSCI Europe Value Index (the “Reference Index”). In determining the ESG score of the Fund and the Reference Index, ESG performance is assessed by comparing the average performance of a security against the security issuer’s industry, in respect of each of the three ESG characteristics of environmental, social and governance. The Reference Index is a broad market index which does not assess or include constituents according to environmental and/or social characteristics and therefore is not intended to be consistent with the characteristics promoted by the Fund. No ESG Reference Index has been designated.

D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

Objective: The investment objective of the Fund is capital appreciation over the medium to long term through investment in a diversified portfolio of European equity securities. Investments: The Fund invests mainly in a broad range of equities of companies that are based in, or do most of their business in Europe. The Fund may engage in transactions in FDI for the purposes of efficient portfolio management and hedging. Transactions in FDIs will be used for the purpose of meeting the Fund's investment objective, to protect risk to capital as well as hedge against currency risk. 

Benchmark: The Fund is actively managed by reference to and seeks to outperform the MSCI Europe Value Index. The Fund is mainly exposed to the issuers of the Benchmark, however, the management of the Fund is discretionary, and will be exposed to issuers not included in the Benchmark. The Fund monitors risk exposure in relation to the Benchmark however the extent of deviation from the Benchmark is expected to be significant. Further, The Benchmark is a broad market index, which does not assess or include constituents according to environmental characteristics, and therefore is not aligned with the environmental characteristics promoted by The Fund. 

Management Process: The Fund integrates Sustainability Factors in its investment process as outlined in more detail in section "Sustainable Investment" of the Prospectus. The investment manager uses a "value" style of investing, looking for companies whose stock prices are low relative to other measures of value or business potential. The Fund seeks to achieve an ESG score of its portfolio greater than that of the Benchmark.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

All securities held in the Fund are subject to the ESG criteria. This is achieved through the use of Amundi’s proprietary methodology and/or third party ESG information. 

The Fund first applies Amundi's exclusion policy including the following rules: 

· legal exclusions on controversial weapons (anti-personnel mines, cluster bombs, chemical weapons, biological weapons and depleted uranium weapons, etc.); 

· companies that seriously and repeatedly violate one or more of the 10 principles of the Global Compact, without credible corrective measures; 

· the sectoral exclusions of the Amundi group on Coal and Tobacco (details of this policy are available in CPR's Responsible Investment Policy available on the website of www.cpr-am.com). 

The Fund as a binding elements aims to have a higher ESG score than the ESG score of the MSCI Europe Value Index (the Reference Index). 

The Fund ESG criteria apply to at least: 

· 90% of equities issued by large capitalisation companies in developed countries; debt securities, money market instruments with an investment grade credit rating; and sovereign debt issued by developed countries; 

· 75% of equities issued by large capitalisation companies in emerging market countries; equities issued by small and mid-capitalisation companies in any country; debt securities and money market instruments with a high yield credit rating; and sovereign debt issued by emerging market countries. 



However investors should note that it may not be practicable to perform ESG analysis on cash, near cash, some derivatives and some collective investment schemes, to the same standards as for the other investments The ESG calculation methodology will not include those securities that do not have an ESG rating, nor cash, near cash, some derivatives and some collective investment schemes 



What is the policy to assess good governance practices of the investee companies?

Amundi Group ESG scoring methodology is relied upon. Amundi Group’s ESG scoring is based on a proprietary ESG analysis framework, which accounts for 38 general and sector-specific criteria, including governance criteria. In the Governance dimension, an issuer’s ability to ensure an effective corporate governance framework that guarantees it will meet its long-term objectives (e.g. guaranteeing the issuer’s value over the long term) is assessed. The governance sub-criteria considered are: board structure, audit and control, remuneration, shareholders’ rights, ethics, tax practices and ESG strategy. 

Amundi Group ESG Rating scale contains seven grades, ranging from A to G, where A is the best and G the worst rating. G-rated companies are excluded from the investment universe. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes

[image: checkbox]No



The Fund considers all the mandatory Principal Adverse Impacts as per Annex 1, Table 1 of the RTS applying to the Fund’s strategy and relies on a combination of exclusion policies (normative and sectorial), ESG rating integration into the investment process, engagement and voting approaches: 

- Exclusion: Amundi has defined normative, activity-based and sector-based exclusion rules covering some of the key adverse sustainability indicators listed by the SFDR 

- ESG factors integration: Amundi has adopted minimum ESG integration standards applied by default to its actively managed open-ended funds (exclusion of G rated issuers and better weighted average ESG score higher than the applicable benchmark). The 38 criteria used in Amundi ESG rating approach were also designed to consider key impacts on sustainability factors, as well as quality of the mitigation undertaken are also considered in that respect. 

- Engagement: Engagement is a continuous and purpose driven process aimed at influencing the activities or behaviour of investee companies. The aim of engagement activities can fall into two categories: to engage an issuer to improve the way it integrates the environmental and social dimension, to engage an issuer to improve its impact on environmental, social, and human rights-related or other sustainability matters that are material to society and the global economy.

- Vote: Amundi’s voting policy responds to a holistic analysis of all the long-term issues that may influence value creation, including material ESG issues. For more information please refer to Amundi’s Voting Policy. 

- Controversies monitoring: Amundi has developed a controversy tracking system that relies on three external data providers to systematically track controversies and their level of severity. This quantitative approach is then enriched with an in-depth assessment of each severe controversy, led by ESG analysts and the periodic review of its evolution. This approach applies to all of Amundi’s funds. 

In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy.

For any indication on how mandatory Principal Adverse Impact indicators are used, please refer to the Amundi ESG Regulatory Statement available at http://www.amundi.lu/



E. Proportion of Investments



What is the planned asset allocation for this financial product?

90% of the investments of the Fund will be used to meet the environmental or social characteristics promoted by the Fund in accordance with the binding elements of the investment strategy. The Fund commits to have a minimum of 10% of sustainable investments and the remaining proportion of the investments will be invested in assets with environmental and social characteristics.
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How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The Fund currently has no minimum commitment to sustainable investments with an environmental objective aligned with the EU Taxonomy.

[image: ]

What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund has no defined minimum share.

What is the minimum share of socially sustainable investments?

The Fund has no defined minimum share.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

Included in “#2 Other” are cash and unrated instruments for the purpose of liquidity and portfolio risk management. Unrated instruments may also include securities for which data needed for the measurement of attainment of environmental or social characteristics is not available.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The sustainability indicator used is the ESG score of the Fund that is measured against the ESG score of the Benchmark of the Fund. 

The Investment Manager relies on Amundi’s in-house ESG rating process based on the “Best-in-class” approach. Ratings adapted to each sector of activity aim to assess the dynamics in which companies operate. 

The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions: 

- Environmental dimension: this examines issuers’ ability to control their direct and indirect environmental impact, by limiting their energy consumption, reducing their greenhouse emissions, fighting resource depletion and protecting biodiversity. 

- Social dimension: this measures how an issuer operates on two distinct concepts: the issuer’s strategy to develop its human capital and the respect of the human rights in general; 

- Governance dimension: This assesses capability of the issuer to ensure the basis for an effective corporate governance framework and generate value over the long-term. 

The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor. 

For more information on ESG scores and criteria, please refer to the Amundi Group ESG Regulatory Statement available at http://www.cpr-am.lu/

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

All ESG data, either externally or internally processed, is centralised by the Responsible Investment Business line, which is responsible for controlling the quality of the inputs and processed ESG outputs. This monitoring includes an automated quality check as well as a qualitative check from ESG analysts who are specialists of their sectors. ESG scores are updated on a monthly basis within Amundi's proprietary tool Stock Rating Integrator (SRI) module. 

Sustainability indicators used within Amundi rely on proprietary methodologies. These indicators are continuously made available in the portfolio management system allowing the portfolio managers to assess the impact of their investment decisions. Moreover, these indicators are embedded within Amundi’s control framework, with responsibilities spread between the first level of controls performed by the Investment teams themselves and the second level of controls performed by the Risk teams, who monitor compliance with environmental or social characteristics promoted by the Fund on an ongoing basis. 



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions: 

- Environmental dimension: this examines issuers’ ability to control their direct and indirect environmental impact, by limiting their energy consumption, reducing their greenhouse emissions, fighting resource depletion and protecting biodiversity; 

-Social dimension: these measures how an issuer operates on two distinct concepts: the issuer’s strategy to develop its human capital and the respect of the human rights in general;

- Governance dimension: This assesses capability of the issuer to ensure the basis for an effective corporate governance framework and generate value over the long-term. 

The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor.



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Amundi's ESG scores are built using Amundi's ESG analysis framework and scoring methodology. Data is sourced from the following sources for ESG scores: Moody, ISS-Oekem, MSCI, and Sustainalytics. 



Data quality controls of external data providers are managed by the Global Data Management unit. Controls are deployed at different steps of the value chain, from pre-integration controls, postintegration ones, to post calculation ones like controls on proprietary scores for instance. 



External data are collected and controlled by the Global Data Management team and are plugged into the SRI module. 



The SRI module is a proprietary tool that ensures the collection, quality check and processing of ESG data from external data providers. It also calculates the ESG ratings of issuers according to Amundi proprietary methodology. The ESG ratings in particular are displayed in the SRI module to portfolio managers, risk, reporting and the ESG teams in a transparent and user-friendly manner (issuer’s ESG rating together with the criteria and the weights of each criterion). 



For ESG ratings, at each stage of the calculation process, the scores are normalised and converted into Z-scores (difference between the company’s score and the average score in the sector, as a number of standard deviations). Hence each issuer is assessed with a score scaled around the average of their sector, enabling to distinguish best-practices from worst practices at sector level (Best-in-Class approach). At the end of the process, each issuer is assigned an ESG score (approximately between -3 and +3) and the equivalent on a letter scale from A to G, where A is the best, and G the worst. 



Data is then disseminated via Alto front office to portfolio managers and is monitored by the risk team. 



ESG scores utilize data derived from external data providers, internal ESG assessment/research conducted by Amundi, or through a regulated third party recognised for the provision of professional ESG scoring and assessment. Without mandatory ESG reporting at company level, estimations are a core component of data providers' methodology.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Amundi limitations are by construction linked to use of ESG data. The ESG data landscape is currently being standardised which can impact data quality; data coverage also is a limitation. Current and future regulation will improve standardized reporting and corporate disclosures on which ESG data rely. 

Amundi is aware of these limitations which it mitigates by a combination of approaches: the monitoring of controversies, the use of several data providers, a structured qualitative assessment by its ESG research team of the ESG scores, the implementation of a strong governance.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Each month, the ESG scores are recalculated according Amundi quantitative methodology. The result of this calculation is then reviewed by the ESG analysts who perform a qualitative "sampling control" on its sector based on various checks that may include (but are not limited to): the main significant variations of the ESG score, the list of the new names with a bad score, the main divergence of score between 2 providers. After this review the analyst can override a score from the calculated score which is validated by the management of the team and is documented by a note stored in Amundi database iPortal. This can also be subject to a validation of the ESG Rating Committee. 

The investment management team is responsible for defining the investment process of the product, including the design of the appropriate risk framework in collaboration with the investment risk teams. In this context, Amundi has an investment guideline management procedure as well as a breach management procedure applying across all operations. Both procedures reiterate strict compliance with regulations and contractual guidelines. Risk managers are in charge of monitoring breaches on a day-to-day basis, alerting fund managers and requiring that portfolios are brought back into compliance as soon as possible and in the best interest of investors.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Amundi engages investee or potential investee companies at the issuer level regardless of the type of holdings held (equity and bonds). Issuers engaged are primarily chosen by the level of exposure to the subject of engagement, as the environmental, social, and governance issues that companies face have a major impact on society, both in terms of risk and opportunities. 

L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental and/or social characteristics that it promotes. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the
environmental or social characteristics promoted by the financial product.

#20ther includes the remaining investments of the financial product which are neither aligned with the
environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social
objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or
social characteristics that do not qualify as sustainable investments.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds®, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than
sovereign bonds.
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* For the purpose of these graphs, “sovereign bonds’ consist of all sovereign exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary

[bookmark: _Hlk127882951]
The Fund promotes environmental or social characteristics, but does not have as its objective sustainable investment. 



The Fund commits to making sustainable investments.



The Fund promotes environmental and/or social characteristics by aiming to have a higher ESG score than that of the investment universe. In determining the ESG score of the Fund and the investment universe, ESG performance is assessed by comparing the average performance of a security against the security issuer’s industry, in respect of each of the three ESG characteristics of environmental, social and governance. No ESG Reference Index has been designated.



At least 75% of the investments of the Fund will be used to meet the environmental or social characteristics promoted by the Fund in accordance with the binding elements of the investment strategy of the Fund. Furthermore, the Fund commits to have a minimum of 5% of sustainable investments. Investments aligned with other E/S characteristics (#1B) will represent the difference between the actual proportion of investments aligned with environmental or social characteristics (#1) and the actual proportion of sustainable investments (#1A). The remaining proportion of the investments will be invested in assets with environmental and social characteristics.



All ESG data, either externally or internally processed, is centralised by the Responsible Investment Business line, which is responsible for controlling the quality of the inputs and processed ESG outputs. This monitoring includes an automated quality check as well as a qualitative check from ESG analysts who are specialists of their sectors. ESG scores are updated on a monthly basis within Amundi's proprietary tool Stock Rating Integrator (SRI) module. 



Sustainability indicators used within Amundi rely on proprietary methodologies. These indicators are continuously made available in the portfolio management system allowing the portfolio managers to assess the impact of their investment decisions. 



Moreover these indicators are embedded within Amundi’s control framework, with responsibilities spread between the first level of controls performed by the Investment teams themselves and the second level of controls performed by the Risk teams, who monitor compliance with environmental or social characteristics promoted by the Fund on an ongoing basis. 



The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions. 



The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor. 



Amundi's ESG scores are built using Amundi's ESG analysis framework and scoring methodology. Amundi sources data from the following sources for ESG scores: Moody, ISS-Oekem, MSCI, and Sustainalytics. Amundi’s methodology limitations are by construction linked to use of ESG data. The ESG data landscape is currently being standardised which can impact data quality; data coverage also is a limitation. Current and future regulation will improve standardized reporting and corporate disclosures on which ESG data rely. 

Amundi is aware of these limitations which they mitigate by a combination of approaches. 



Each month, the ESG score are recalculated according Amundi quantitative methodology. The result of this calculation is then reviewed by the ESG analysts who perform a qualitative "sampling control" on its sector based on various checks. 



Amundi engages investee or potential investee companies at the issuer level regardless of the type of holdings held (equity and bonds).





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments are to invest in investee companies that seek to meet two criteria: 

1) follow best environmental and social practices; and 

2) avoid making products or providing services that harm the environment and society. 

In order for the investee company to be deemed to contribute to the above objective it must be a “best performer” within its sector of activity on at least one of its material environmental or social factors. 

The definition of “best performer” relies on Amundi’s proprietary ESG methodology which aims to measure the ESG performance of an investee company. In order to be considered a “best performer”, an investee company must perform with the best top three rating (A, B or C, out of a rating scale going from A to G) within its sector on at least one material environmental or social factor. Material environmental and social factors are identified at a sector level. The identification of material factors is based on Amundi ESG analysis framework which combines extra-financial data and qualitative analysis of associated sector and sustainability themes. Factors identified as material result in a contribution of more than 10% to the overall ESG score. For energy sector for example, material factors are: emissions and energy, biodiversity and pollution, health and security, local communities and human rights. For a more complete overview of sectors and factors, please refer to the Amundi ESG Regulatory Statement available at www.amundi.lu

To contribute to the above objectives, the investee company should not have significant exposure to activities (e.g. tobacco, weapons, gambling, coal, aviation, meat production, fertilizer and pesticide manufacturing, single-use plastic production) not compatible with such criteria.

The sustainable nature of an investment is assessed at investee company level.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

To ensure sustainable investments do no significant harm (‘DNSH’), Amundi utilises two filters: 

· The first DNSH test filter relies on monitoring the mandatory Principal Adverse Impacts indicators in Annex 1, Table 1 of the RTS where robust data is available (e.g. GHG intensity of investee companies) via a combination of indicators (e.g. carbon intensity) and specific thresholds or rules (e.g. that the investee company’s carbon intensity does not belong to the last decile of the sector). Amundi already considers specific Principle Adverse Impacts within its exclusion policy as part of Amundi’s Responsible Investment Policy. These exclusions, which apply on the top of the tests detailed above, cover the following topics: exclusions on controversial weapons, Violations of UN Global Compact principles, coal and tobacco. 



· Beyond the specific sustainability factors covered in the first filter, Amundi has defined a second filter, which does not take the mandatory Principal Adverse Impact indicators above into account, in order to verify that the company does not badly perform from an overall environmental or social standpoint compared to other companies within its sector which corresponds to an environmental or social score superior or equal to E using Amundi’s ESG rating. 

How does this financial product take into account principal adverse impacts on sustainability factors?

The first DNSH filter relies on monitoring of mandatory Principal Adverse Impacts indicators in Annex 1, Table 1 of the RTS where robust data is available via the combination of following indicators and specific thresholds or rules: 

• Have a CO2 intensity which does not belong to the last decile compared to other companies within its sector (only applies to high intensity sectors), and 

• Have a Board of Directors’ diversity which does not belong to the last decile compared to other companies within its sector, and 

• Be cleared of any controversy in relation to work conditions and human rights. 

• Be cleared of any controversy in relation to biodiversity and pollutionAmundi already considers specific Principle Adverse Impacts within its exclusion policy as part of Amundi’s Responsible Investment Policy. These exclusions, which apply on the top of the tests detailed above, cover the following topics: exclusions on controversial weapons, Violations of UN Global Compact principles, coal and tobacco. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are integrated into Amundi’s ESG scoring methodology. Amundi’s proprietary ESG rating tool assesses issuers using available data from its data providers. For example the model has a dedicated criteria called “Community Involvement & Human Rights” which is applied to all sectors in addition to other human rights linked criteria including socially responsible supply chains, working conditions, and labor relations. Furthermore, controversy monitoring is conducted on a, at minimum, quarterly basis which includes companies identified for human rights violations. When controversies arise, analysts will evaluate the situation and apply a score to the controversy (using Amundi’s proprietary scoring methodology) and determine the best course of action. Controversy scores are updated quarterly to track the trend and remediation efforts. 



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes environmental and/or social characteristics by aiming to have a higher ESG score than the ESG score of the investment universe. In determining the ESG score of the Fund and the investment universe, ESG performance is assessed by comparing the average performance of a security against the security issuer’s industry, in respect of each of the three ESG characteristics of environmental, social and governance. No SFDR benchmark has been designated. 



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve capital appreciation over the medium to long term. The Fund seeks to achieve its investment objective while promoting ESG characteristics. 



The Fund invests primarily in debt instruments, in particular those denominated in Euro, and debt related securities such as corporate bonds and government bonds. The debt securities that the Fund may acquire may be fixed or floating rate securities. The Fund may invest up to 90% of its net assets in below Investment Grade bonds and within this category the Fund may hold up to 20% of its net assets in high yield bonds that are rated below CCC by Standard & Poor's or are considered by the Investment Manager to be of comparable credit quality. 



The Investment Manager has not identified a reference benchmark for the purposes of SFDR. 

The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

All securities held in the Fund are subject to the ESG criteria. This is achieved through the use of Amundi’s proprietary methodology and/or third party ESG information. 



The Fund first applies Amundi's exclusion policy including the following rules: 

- legal exclusions on controversial weapons (anti-personnel mines, cluster bombs, chemical weapons, biological weapons and depleted uranium weapons, etc.); 

- companies that seriously and repeatedly violate one or more of the 10 principles of the Global Compact, without credible corrective measures; 

- the sectoral exclusions of the Amundi group on Coal and Tobacco (details of this policy are available in Amundi's Responsible Investment Policy available on the website www.amundi.lu). 



In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy. 



The Fund as a binding elements aims to have a higher ESG score than the ESG score of the investment universe. The Fund’s ESG criteria apply to at least: 



• 90% of equities issued by large capitalisation companies in developed countries; debt securities, money market instruments with an investment grade credit rating; and sovereign debt issued by developed countries; 

• 75% of equities issued by large capitalisation companies in emerging market countries; equities issued by small and mid-capitalisation companies in any country; debt securities and money market instruments with a high yield credit rating; and sovereign debt issued by emerging market countries. 



However investors should note that it may not be practicable to perform ESG analysis on cash, near cash, some derivatives and some collective investment schemes, to the same standards as for the other investments The ESG calculation methodology will not include those securities that do not have an ESG rating, nor cash, near cash, some derivatives and some collective investment schemes 



What is the policy to assess good governance practices of the investee companies?

Amundi ESG scoring methodology is relied upon. Amundi’s ESG scoring is based on a proprietary ESG analysis framework, which accounts for 38 general and sector-specific criteria, including governance criteria. In the Governance dimension, an issuer’s ability to ensure an effective corporate governance framework that guarantees it will meet its long-term objectives (e.g. guaranteeing the issuer’s value over the long term) is assessed. The governance sub-criteria considered are: board structure, audit and control, remuneration, shareholders’ rights, ethics, tax practices and ESG strategy.



Amundi ESG Rating scale contains seven grades, ranging from A to G, where A is the best and G the worst rating. G-rated companies are excluded from the investment universe. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes
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Yes, the Fund considers all the mandatory Principal Adverse Impacts as per Annex 1, Table 1 of the RTS applying to The Fund’s strategy and relies on a combination of exclusion policies (normative and sectorial), ESG rating integration into the investment process, engagement and voting approaches: 



- Exclusion: Amundi has defined normative, activity-based and sector-based exclusion rules covering some of the key adverse sustainability indicators listed by the Disclosure Regulation. 



- ESG factors integration: Amundi has adopted minimum ESG integration standards applied by default to its actively managed open-ended funds (exclusion of G rated issuers and better weighted average ESG score higher than the applicable benchmark). The 38 criteria used in Amundi ESG rating approach were also designed to consider key impacts on sustainability factors, as well as quality of the mitigation undertaken are also considered in that respect. 



- Engagement: Engagement is a continuous and purpose driven process aimed at influencing the activities or behaviour of investee companies. The aim of engagement activities can fall into two categories : to engage an issuer to improve the way it integrates the environmental and social dimension, to engage an issuer to improve its impact on environmental, social, and human rights-related or other sustainability matters that are material to society and the global economy. 



- Vote: Amundi’s voting policy responds to a holistic analysis of all the long-term issues that may influence value creation, including material ESG issues. For more information please refer to Amundi’s Voting Policy.



- Controversies monitoring: Amundi has developed a controversy tracking system that relies on three external data providers to systematically track controversies and their level of severity. This quantitative approach is then enriched with an in-depth assessment of each severe controversy, led by ESG analysts and the periodic review of its evolution. This approach applies to all of Amundi’s funds. For any indication on how mandatory Principal Adverse Impact indicators are used, please refer to the Amundi ESG Regulatory Statement available at http://www.amundi.lu/ 







E. Proportion of Investments



What is the planned asset allocation for this financial product?

75% of the investments of the Fund will be used to meet the environmental or social characteristics promoted by the Fund in accordance with the binding elements of the investment strategy. The Fund commits to have a minimum of 5% of sustainable investments and the remaining proportion of the investments will be invested in assets with environmental and social characteristics.



[image: ]

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The Fund currently has no minimum commitment to sustainable investments with an environmental objective aligned with the EU Taxonomy.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund has no minimum defined minimum share. 

What is the minimum share of socially sustainable investments?

The Fund has no minimum defined minimum share. 

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

Included in “#2 Other” are cash and unrated instruments for the purpose of liquidity and portfolio risk management. Unrated instruments may also include securities for which data needed for the measurement of attainment of environmental or social characteristics is not available. 



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The sustainability indicator used is the ESG score of the Fund that is measured against the ESG score of investment universe. 



Amundi has developed its own in-house ESG rating process based on the “Best-in-class” approach. Ratings adapted to each sector of activity aim to assess the dynamics in which companies operate. 



The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions: 

- Environmental dimension: this examines issuers’ ability to control their direct and indirect environmental impact, by limiting their energy consumption, reducing their greenhouse emissions, fighting resource depletion and protecting biodiversity. 

- Social dimension: this measures how an issuer operates on two distinct concepts: the issuer’s strategy to develop its human capital and the respect of the human rights in general; 

- Governance dimension: This assesses capability of the issuer to ensure the basis for an effective corporate governance framework and generate value over the long-term. 



The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor. For more information on ESG scores and criteria, please refer to the Amundi ESG Regulatory Statement available at http://www.amundi.lu/

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

[bookmark: _Hlk127883029]All ESG data, either externally or internally processed, is centralised by the Responsible Investment Business line, which is responsible for controlling the quality of the inputs and processed ESG outputs. This monitoring includes an automated quality check as well as a qualitative check from ESG analysts who are specialists of their sectors. ESG scores are updated on a monthly basis within Amundi's proprietary tool Stock Rating Integrator (SRI) module. 

Sustainability indicators used within Amundi rely on proprietary methodologies. These indicators are continuously made available in the portfolio management system allowing the portfolio managers to assess the impact of their investment decisions. Moreover, these indicators are embedded within Amundi’s control framework, with responsibilities spread between the first level of controls performed by the Investment teams themselves and the second level of controls performed by the Risk teams, who monitor compliance with environmental or social characteristics promoted by the Fund on an ongoing basis.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk127883049]The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions:

- Environmental dimension: this examines issuers’ ability to control their direct and indirect environmental impact, by limiting their energy consumption, reducing their greenhouse emissions, fighting resource depletion and protecting biodiversity; 

- Social dimension: these measures how an issuer operates on two distinct concepts: the issuer’s strategy to develop its human capital and the respect of the human rights in general; 

- Governance dimension: This assesses capability of the issuer to ensure the basis for an effective corporate governance framework and generate value over the long-term. 

The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor.



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?



[bookmark: _Hlk127883076]Amundi's ESG scores are built using Amundi's ESG analysis framework and scoring methodology. Data is sourced from the following sources for ESG scores: Moody, ISS-Oekem, MSCI, and Sustainalytics. 



Data quality controls of external data providers are managed by the Global Data Management unit. Controls are deployed at different steps of the value chain, from pre-integration controls, postintegration ones, to post calculation ones like controls on proprietary scores for instance. 



External data are collected and controlled by the Global Data Management team and are plugged into the SRI module. 



The SRI module is a proprietary tool that ensures the collection, quality check and processing of ESG data from external data providers. It also calculates the ESG ratings of issuers according to Amundi proprietary methodology. 



The ESG ratings in particular are displayed in the SRI module to portfolio managers, risk, reporting and the ESG teams in a transparent and user-friendly manner (issuer’s ESG rating together with the criteria and the weights of each criterion). For ESG ratings, at each stage of the calculation process, the scores are normalised and converted into Z-scores (difference between the company’s score and the average score in the sector, as a number of standard deviations). Hence each issuer is assessed with a score scaled around the average of their sector, enabling to distinguish best-practices from worst practices at sector level (Best-in-Class approach). At the end of the process, each issuer is assigned an ESG score (approximately between -3 and +3) and the equivalent on a letter scale from A to G, where A is the best, and G the worst. 



Data is then disseminated via Alto front office to portfolio managers and is monitored by the risk team. 



ESG scores utilize data derived from external data providers, internal ESG assessment/research conducted by Amundi, or through a regulated third party recognised for the provision of professional ESG scoring and assessment. Without mandatory ESG reporting at company level, estimations are a core component of data providers' methodology.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk127883096]Amundi methodology limitations are by construction linked to use of ESG data. The ESG data landscape is currently being standardised which can impact data quality; data coverage also is a limitation. Current and future regulation will improve standardized reporting and corporate disclosures on which ESG data rely. 

Amundi is aware of these limitations which it mitigates by a combination of approaches: the monitoring of controversies, the use of several data providers, a structured qualitative assessment by its ESG research team of the ESG scores, the implementation of a strong governance.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

[bookmark: _Hlk127883112]Each month, the ESG scores are recalculated according Amundi quantitative methodology. The result of this calculation is then reviewed by the ESG analysts who perform a qualitative "sampling control" on its sector based on various checks that may include (but are not limited to): the main significant variations of the ESG score, the list of the new names with a bad score, the main divergence of score between 2 providers. After this review the analyst can override a score from the calculated score which is validated by the management of the team and is documented by a note stored in Amundi database iPortal. This can also be subject to a validation of the ESG Rating Committee. The investment management team is responsible for defining the investment process of the product, including the design of the appropriate risk framework in collaboration with the investment risk teams. In this context, Amundi has an investment guideline management procedure as well as a breach management procedure applying across all operations. Both procedures reiterate strict compliance with regulations and contractual guidelines. Risk managers are in charge of monitoring breaches on a day-to-day basis, alerting fund managers and requiring that portfolios are brought back into compliance as soon as possible and in the best interest of investors.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

[bookmark: _Hlk127883136][bookmark: _Hlk127882902]Amundi engages investee or potential investee companies at the issuer level regardless of the type of holdings held (equity and bonds). Issuers engaged are primarily chosen by the level of exposure to the subject of engagement, as the environmental, social, and governance issues that companies face have a major impact on society, both in terms of risk and opportunities. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental and/or social characteristics that it promotes. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.

image6.png

H1A Sustainable

Investments
#18 Other /S characteristics

#2 Other
Max 25%

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental
or social characteristics promoted by the financial product.

#20ther includes the remaining investments of the financial product which are neither aligned with the environmental
or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

~The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.
~The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social
characteristics that do not qualify as sustainable investments.






image7.png

The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds®, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than
sovereign bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*

« Taxonomy-aligned = Taxonomy-aligned

Other investments EtO Other investments I

* For the purpose of these graphs, “sovereign bonds’ consist of all sovereign exposures






image3.png

Product name: Legal entity identifier:
'AMUNDI STRATEGIC BOND FAM FUND 635400UJOIMZRUEVQL70

Environmental and/or social characteristics

It will make a minimum of sustainable " It promotes Environmental/Social
investments with an environmental (E/S) characteristics and while it
objective: % does not have as its objective a
i § sustainable investment, it will have a
;::T;";:’zﬁz;ﬁ:;’e"" minimum proportion of 5 % of
e e e sustainable investments

‘with an environmental objective
in economic activities that qualify
s environmentally sustainable
under the EU Taxonomy

in economic activities that do not
qualify as environmentally
sustainable under the EU
‘Taxonomy

‘with an environmental objective
in economic activities that do not
qualify as environmentally
sustainable under the EU
Taxonomy.

‘with a social objective

It will make a minimum of sustainable It promotes E/S characteristics, but
investments with a social objective: __% will not make any sustainable
investments






image4.png







image5.png








image37.emf
SRD_EURO BOND  FAM FUND.docx


SRD_EURO BOND FAM FUND.docx
[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary


The Fund promotes environmental or social characteristics but does not have as its objective sustainable investment. 



The Fund commits to making sustainable investments.



The Fund promotes environmental and/or social characteristics by aiming to have a higher ESG score than that of the investment universe. In determining the ESG score of the Fund and the investment universe, ESG performance is assessed by comparing the average performance of a security against the security issuer’s industry, in respect of each of the three ESG characteristics of environmental, social and governance. No ESG Reference Index has been designated.



At least 90% of the investments of the Fund will be used to meet the environmental or social characteristics promoted by the Fund in accordance with the binding elements of the investment strategy of the Fund. Furthermore, the Fund commits to have a minimum of 5% of sustainable investments. 



All ESG data, either externally or internally processed, is centralised by the Responsible Investment Business line, which is responsible for controlling the quality of the inputs and processed ESG outputs. This monitoring includes an automated quality check as well as a qualitative check from ESG analysts who are specialists of their sectors. ESG scores are updated on a monthly basis within Amundi's proprietary tool Stock Rating Integrator (SRI) module. 



Sustainability indicators used within Amundi rely on proprietary methodologies. These indicators are continuously made available in the portfolio management system allowing the portfolio managers to assess the impact of their investment decisions. 



Moreover, these indicators are embedded within Amundi’s control framework, with responsibilities spread between the first level of controls performed by the Investment teams themselves and the second level of controls performed by the Risk teams, who monitor compliance with environmental or social characteristics promoted by the Fund on an ongoing basis. 



The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions. 



The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor. 



Amundi's ESG scores are built using Amundi's ESG analysis framework and scoring methodology. Amundi sources data from the following sources for ESG scores: Moody, ISS-Oekem, MSCI, and Sustainalytics. Amundi’s methodology limitations are by construction linked to use of ESG data. The ESG data landscape is currently being standardised which can impact data quality; data coverage also is a limitation. Current and future regulation will improve standardized reporting and corporate disclosures on which ESG data rely. 

Amundi is aware of these limitations which they mitigate by a combination of approaches. 



Each month, the ESG score are recalculated according Amundi quantitative methodology. The result of this calculation is then reviewed by the ESG analysts who perform a qualitative "sampling control" on its sector based on various checks. 



Amundi engages investee or potential investee companies at the issuer level regardless of the type of holdings held (equity and bonds).







B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of sustainable investment are to invest in companies that meet two criteria: 

1) monitoring environmental and social best practice; and 

2) not to generate products and services that harm the environment and society. 

In order for the investee company to be deemed to contribute to the above objective it must be a “best performer” within its sector of activity on at least one of its material environmental or social factors. 

The definition of “best performer” relies on Amundi’s proprietary ESG methodology which aims to measure the ESG performance of an investee company. In order to be considered a “best performer”, an investee company must perform with the best top three rating (A, B or C, out of a rating scale going from A to G) within its sector on at least one material environmental or social factor. Material environmental and social factors are identified at a sector level. The identification of material factors is based on Amundi ESG analysis framework which combines extra-financial data and qualitative analysis of associated sector and sustainability themes. Factors identified as material result in a contribution of more than 10% to the overall ESG score. For energy sector for example, material factors are: emissions and energy, biodiversity and pollution, health and security, local communities and human rights. For a more complete overview of sectors and factors, please refer to the Amundi ESG Regulatory Statement available at www.amundi.lu 

To contribute to the above objectives, the investee company should not have significant exposure to activities (e.g. tobacco, weapons, gambling, coal, aviation, meat production, fertilizer and pesticide manufacturing, single-use plastic production) not compatible with such criteria. 

The sustainable nature of an investment is assessed at investee company level. 

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

To ensure sustainable investments do no significant harm (‘DNSH’), Amundi utilises two filters: 

• The first DNSH test filter relies on monitoring the mandatory Principal Adverse Impacts indicators where robust data is available (e.g. Greenhouse Gas intensity of investee companies) via a combination of indicators (e.g. carbon intensity) and specific thresholds or rules (e.g. that the investee company’s carbon intensity does not belong to the last decile of the sector). Amundi already considers specific Principle Adverse Impacts within its exclusion policy as part of Amundi’s Responsible Investment Policy. These exclusions, which apply on the top of the tests detailed above, cover the following topics: exclusions on controversial weapons, Violations of UN Global Compact principles, coal and tobacco. 

• Beyond the specific sustainability factors covered in the first filter, Amundi has defined a second filter, which does not take the mandatory Principal Adverse Impact indicators above into account, in order to verify that the company does not badly perform from an overall environmental or social standpoint compared to other companies within its sector which corresponds to an environmental or social score superior or equal to E using Amundi’s ESG rating. 

How does this financial product take into account principal adverse impacts on sustainability factors?

The first DNSH filter relies on monitoring of mandatory Principal Adverse Impacts indicators in Annex 1, Table 1 of the RTS where robust data is available via the combination of following indicators and specific thresholds or rules: 



· Have a CO2 intensity which does not belong to the last decile compared to other companies within its sector (only applies to high intensity sectors), and 

· Have a Board of Directors’ diversity which does not belong to the last decile compared to other companies within its sector, and 

· Be cleared of any controversy in relation to work conditions and human rights. 

· Be cleared of any controversy in relation to biodiversity and pollutionAmundi already considers specific Principle Adverse Impacts within its exclusion policy as part of Amundi’s Responsible Investment Policy. These exclusions, which apply on the top of the tests detailed above, cover the following topics: exclusions on controversial weapons, Violations of UN Global Compact principles, coal and tobacco. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on 

Business and Human Rights are integrated into our ESG scoring methodology. Our proprietary ESG rating tool assesses issuers using available data from our data providers. For example the model has a dedicated criteria called “Community Involvement & Human Rights” which is applied to all sectors in addition to other human rights linked criteria including socially responsible supply chains, working conditions, and labor relations. Furthermore, we conduct controversy monitoring on a, at minimum, quarterly basis which includes companies identified for human rights violations. When controversies arise, analysts will evaluate the situation and apply a score to the controversy (using our proprietary scoring methodology) and determine the best course of action. Controversy scores are updated quarterly to track the trend and remediation efforts.





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes environmental and/or social characteristics by aiming to have a higher ESG score than the ESG score of the Bloomberg Euro-Aggregate 500mm" (the “Reference Index”). In determining the ESG score of The Fund and the Reference Index, ESG performance is assessed by comparing the average performance of a security against the security issuer’s industry, in respect of each of the three ESG characteristics of environmental, social and governance. The Reference Index is a broad market index which does not assess or include constituents according to environmental and/or social characteristics and therefore is not intended to be consistent with the characteristics promoted by The Fund. No ESG Reference Index has been designated. 



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to maximise total returns. The Fund seeks to achieve its investment objective while promoting ESG characteristics. 



The Fund seeks to achieve its investment objective by investing at least 80% of its Net Asset Value in Investment Grade fixed income securities (for example, treasury bonds and corporate bonds). At least 70% of the Fund's Net Asset Value will be invested in fixed income securities denominated in Euro. 

Benchmark: The Fund is actively managed by reference to and seeks to outperform the Bloomberg Euro-Aggregate 500mm. The Fund is mainly exposed to the issuers of the Benchmark, however, the management of The Fund is discretionary, and will be exposed to issuers not included in the Benchmark. The Fund monitors risk exposure in relation to the Benchmark however the extent of deviation from the Benchmark is expected to be significant. The Fund has not designated the Benchmark as a reference benchmark for the purpose of the Disclosure Regulation. 

The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

All securities held in The Fund are subject to the ESG Criteria. This is achieved through the use of Amundi’s proprietary methodology and/or third party ESG information. 



The Fund first applies Amundi's exclusion policy including the following rules: 

- legal exclusions on controversial weapons (anti-personnel mines, cluster bombs, chemical weapons, biological weapons and depleted uranium weapons, etc.); 

- companies that seriously and repeatedly violate one or more of the 10 principles of the Global Compact, without credible corrective measures; 

- the sectoral exclusions of the Amundi group on Coal and Tobacco (details of this policy are available in Amundi's Responsible Investment Policy available on the website http://www.amundi.lu/). 



In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy. 



The Fund has not designated the Benchmark as a reference benchmark for the purpose of the Disclosure Regulation. 

The Fund’s ESG Criteria apply to at least: 

• 90% of equities issued by large capitalisation companies in developed countries; debt securities, money market instruments with an investment grade credit rating; and sovereign debt issued by developed countries; 

• 75% of equities issued by large capitalisation companies in emerging market countries; equities issued by small and mid-capitalisation companies in any country; debt securities and money market instruments with a high yield credit rating; and sovereign debt issued by emerging market countries. 

However investors should note that it may not be practicable to perform ESG analysis on cash, near cash, some derivatives and some collective investment schemes, to the same standards as for the other investments The ESG calculation methodology will not include those securities that do not have an ESG rating, nor cash, near cash, some derivatives and some collective investment schemes. 

What is the policy to assess good governance practices of the investee companies?

We rely on Amundi ESG scoring methodology. Amundi’s ESG scoring is based on a proprietary ESG analysis framework, which accounts for 38 general and sector-specific criteria, including governance criteria. In the Governance dimension, we assess an issuer’s ability to ensure an effective corporate governance framework that guarantees it will meet its long-term objectives (e.g. guaranteeing the issuer’s value over the long term) The governance sub-criteria considered are: board structure, audit and control, remuneration, shareholders’ rights, ethics, tax practices and ESG strategy.



Amundi ESG Rating scale contains seven grades, ranging from A to G, where A is the best and G the worst rating. G-rated companies are excluded from our investment universe. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes
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Amundi takes into account the mandatory and applicable additional Key Negative Impact Indicators in accordance with Appendix 1, Table 1 of the RTS applicable to the Fund's strategy and relies on a combination of exclusion policies (normative and sectoral), integration of ESG rating in the investment process, engagement and voting approaches: 

- Exclusion: Amundi has defined normative exclusion rules, by activity and by sector, covering some of the main sustainability indicators listed in the SFDR. 

- ESG factors integration: Amundi has adopted minimum ESG integration standards applied by default to its actively managed open-ended funds (exclusion of G-rated issuers and best weighted average ESG score above the applicable benchmark). The 38 criteria used in Amundi's ESG rating approach have also been designed to take into account key impacts on sustainability factors, as well as the quality of mitigation. 

- Engagement: Engagement is an ongoing and targeted process to influence the activities or behaviour of companies. The purpose of engagement can be divided into two categories: to engage an issuer to improve the way it integrates the environmental and social dimension, and to engage an issuer to improve its impact on environmental, social and human rights issues or other sustainability issues important to society and the global economy. 

- Voting: Amundi's voting policy responds to a holistic analysis of all long-term issues that can influence value creation, including significant ESG issues (Amundi's voting policy is available on its website). 

- Controversy monitoring: Amundi has developed a controversy monitoring system that relies on three external data providers to systematically track controversies and their level of severity. This quantitative approach is then enriched by an in-depth assessment of each severe controversy, conducted by ESG analysts, and the periodic review of its evolution. This approach is applied to all Amundi funds. 

For any indication on how mandatory Principal Adverse Impact indicators are used, please refer to the Amundi ESG Regulatory Statement available at https://www.amundi.lu/retail?nr=1





E. Proportion of Investments



What is the planned asset allocation for this financial product?
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90% of the investments of The Fund will be used to meet the environmental or social characteristics promoted by The Fund in accordance with the binding elements of the investment strategy. The Fund commits to have a minimum of 5% of sustainable investments and the remaining proportion of the investments will be invested in assets with environmental and social characteristics. 

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The Fund currently has no minimum commitment to sustainable investments with an environmental objective aligned with the EU Taxonomy.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund has no minimum defined minimum share. 

What is the minimum share of socially sustainable investments?

The Fund has no minimum defined minimum share. 

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

Included in “#2 Other” are cash and unrated instruments for the purpose of liquidity and portfolio risk management. Unrated instruments may also include securities for which data needed for the measurement of attainment of environmental or social characteristics is not available. 





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The sustainability indicator used is the ESG score of The Fund that is measured against the ESG score of the Reference Index of The Fund. 



Amundi has developed its own in-house ESG rating process based on the “Best-in-class” approach. Ratings adapted to each sector of activity aim to assess the dynamics in which companies operate. 



The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions: 

- Environmental dimension: this examines issuers’ ability to control their direct and indirect environmental impact, by limiting their energy consumption, reducing their greenhouse emissions, fighting resource depletion and protecting biodiversity. 

- Social dimension: this measures how an issuer operates on two distinct concepts: the issuer’s strategy to develop its human capital and the respect of the human rights in general; 

- Governance dimension: This assesses capability of the issuer to ensure the basis for an effective corporate governance framework and generate value over the long-term. 



The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor. 



For more information on ESG scores and criteria, please refer to the Amundi ESG Regulatory Statement available at http://www.amundi.lu/

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

All ESG data, either externally or internally processed, is centralised by the Responsible Investment Business line, which is responsible for controlling the quality of the inputs and processed ESG outputs. This monitoring includes an automated quality check as well as a qualitative check from ESG analysts who are specialists of their sectors. ESG scores are updated on a monthly basis within Amundi's proprietary tool Stock Rating Integrator (SRI) module. 

Sustainability indicators used within Amundi rely on proprietary methodologies. These indicators are continuously made available in the portfolio management system allowing the portfolio managers to assess the impact of their investment decisions. Moreover, these indicators are embedded within Amundi’s control framework, with responsibilities spread between the first level of controls performed by the Investment teams themselves and the second level of controls performed by the Risk teams, who monitor compliance with environmental or social characteristics promoted by the Fund on an ongoing basis.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions:

- Environmental dimension: this examines issuers’ ability to control their direct and indirect environmental impact, by limiting their energy consumption, reducing their greenhouse emissions, fighting resource depletion and protecting biodiversity; 

- Social dimension: these measures how an issuer operates on two distinct concepts: the issuer’s strategy to develop its human capital and the respect of the human rights in general; 

- Governance dimension: This assesses capability of the issuer to ensure the basis for an effective corporate governance framework and generate value over the long-term. 

The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor.  





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Amundi's ESG scores are built using Amundi's ESG analysis framework and scoring methodology. Data is sourced from the following sources for ESG scores: Moody, ISS-Oekem, MSCI, and Sustainalytics. 



Data quality controls of external data providers are managed by the Global Data Management unit. Controls are deployed at different steps of the value chain, from pre-integration controls, post integration ones, to post calculation ones like controls on proprietary scores for instance. 



External data are collected and controlled by the Global Data Management team and are plugged into the SRI module. 



The SRI module is a proprietary tool that ensures the collection, quality check and processing of ESG data from external data providers. It also calculates the ESG ratings of issuers according to Amundi proprietary methodology. 



The ESG ratings in particular are displayed in the SRI module to portfolio managers, risk, reporting and the ESG teams in a transparent and user-friendly manner (issuer’s ESG rating together with the criteria and the weights of each criterion). For ESG ratings, at each stage of the calculation process, the scores are normalised and converted into Z-scores (difference between the company’s score and the average score in the sector, as a number of standard deviations). Hence each issuer is assessed with a score scaled around the average of their sector, enabling to distinguish best-practices from worst practices at sector level (Best-in-Class approach). At the end of the process, each issuer is assigned an ESG score (approximately between -3 and +3) and the equivalent on a letter scale from A to G, where A is the best, and G the worst. 



Data is then disseminated via Alto front office to portfolio managers and is monitored by the risk team. 



ESG scores utilize data derived from external data providers, internal ESG assessment/research conducted by Amundi, or through a regulated third party recognised for the provision of professional ESG scoring and assessment. Without mandatory ESG reporting at company level, estimations are a core component of data providers' methodology.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Amundi methodology limitations are by construction linked to use of ESG data. The ESG data landscape is currently being standardised which can impact data quality; data coverage also is a limitation. Current and future regulation will improve standardized reporting and corporate disclosures on which ESG data rely. 

Amundi is aware of these limitations which it mitigates by a combination of approaches: the monitoring of controversies, the use of several data providers, a structured qualitative assessment by its ESG research team of the ESG scores, the implementation of a strong governance.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Each month, the ESG scores are recalculated according Amundi quantitative methodology. The result of this calculation is then reviewed by the ESG analysts who perform a qualitative "sampling control" on its sector based on various checks that may include (but are not limited to): the main significant variations of the ESG score, the list of the new names with a bad score, the main divergence of score between 2 providers. After this review the analyst can override a score from the calculated score which is validated by the management of the team and is documented by a note stored in Amundi database iPortal. This can also be subject to a validation of the ESG Rating Committee. The investment management team is responsible for defining the investment process of the product, including the design of the appropriate risk framework in collaboration with the investment risk teams. In this context, Amundi has an investment guideline management procedure as well as a breach management procedure applying across all operations. Both procedures reiterate strict compliance with regulations and contractual guidelines. Risk managers are in charge of monitoring breaches on a day-to-day basis, alerting fund managers and requiring that portfolios are brought back into compliance as soon as possible and in the best interest of investors.





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Amundi engages investee or potential investee companies at the issuer level regardless of the type of holdings held (equity and bonds). Issuers engaged are primarily chosen by the level of exposure to the subject of engagement, as the environmental, social, and governance issues that companies face have a major impact on society, both in terms of risk and opportunities.



L. Reference Benchmark

Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

This Sub-Fund does not have a specific index designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.

image6.png

#1A Sustainable
M

Investments
#1B Other E/S characteristics

Max 95%
#2 Other
Max 10%

#1 Aligned with E/S charactel s includes the investments of the financial product used to
attain the environmental or social characteristics promoted by the financial product.

#20ther includes the remaining investments of the financial product which are neither aligned
with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:
-The sub-category #1A Sustainable covers sustainable investments with environmental or social
objectives. -The sub-category #1B Other E/S characteristics covers investments

aligned with the environmental or social characteristics that do not qualify as sustainable
investments.






image7.png

The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds®, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than
sovereign bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*

« Taxonomy-aligned = Taxonomy-aligned

Other investments EtO Other investments I

* For the purpose of these graphs, “sovereign bonds’ consist of all sovereign exposures
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[bookmark: _Hlk124409874]Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 



A. Summary

[image: ]



[bookmark: _Hlk126235093][bookmark: _Hlk126232694]The Fund promotes environmental and social characteristics by investing in assets with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to Positive Screening and Fund Level ESG Scoring.

[bookmark: _Hlk125101526][bookmark: _Hlk125100924]
The Fund partially intends to make sustainable investments. Please note that the Sub-Fund currently follows a fund of funds investment approach and can invest principally in underlying open-ended UCIs and UCITS (as well as other permissible instruments) as set out in the section of the main body of the Prospectus entitled “The Sub-Funds”. The Sub-Fund/Management Company therefore relies on data provided by the investment managers of the underlying fund investments when calculating the minimum percentage proportion of sustainable investment of the Sub-Fund and when calculating the percentages required in the section below dealing with the planned asset allocation of the Sub-Fund. 


No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social

characteristics promoted by the Fund. The Fund also commits to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.



The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. 



The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics.



Due diligence on underlying assets is carried out by reference to due diligence of underlying funds and Monthly Fund level ESG scoring.

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments that the Fund intends to make is to promote environmental and/or social characteristics. On the basis that the Fund is currently following a fund of funds investment approach, the objectives of the sustainable investments that the Fund partially intends to make is linked to the sustainable investments made by the Underlying Funds. The Fund will seek to make investments in Underlying Funds that commit/partially commit to invest in sustainable investments and who have a process for ensuring that their sustainable investments are:

a. Made in investee companies that demonstrate good governance;

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective. The Fund may allocate between Underlying Funds which make sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

The sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective based on the policies adopted by the relevant Underlying Fund investment managers. These policies are considered as part of the Manager’s initial and ongoing investment due diligence procedures and are assessed for alignment with the indicators set out in Table 1 and any relevant additional indicator from Tables 2 and 3 of Annex I of the Delegated Regulation.

How does this financial product take into account principal adverse impacts on sustainability factors?

Principal adverse impact (“PAI”) indicators are calculated at both the Fund level and the Underlying Fund level. The results will be compared with that of a chosen proxy benchmark representative of the Fund’s investment universe and/or peers. These calculations will be used as the basis of assessment of adverse impacts on sustainability factors in order to determine whether the Manager can improve at Fund level and/or where Manager can engage with Underlying Fund investment managers to improve at the Underlying Fund level. For example, Manager may engage on disclosure if a certain metric is materially misaligned with that of the chosen proxy and/or peers.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The sustainable investments which the Fund makes in the Underlying Funds and their alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights are assessed in the following ways;

1. Via PAI monitoring of the following indicators;

- Violations of UN Global Compact principles and Organisation for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

- Lack of processes and compliance mechanisms to monitor compliance with UN Global Compact principles and OECD Guidelines for Multinational Enterprises

2. Through engagement with the Underlying Fund investment managers to ensure that the sustainable investments that the Underlying Funds makes are:

a. Made in investee companies that demonstrate good governance:

b. Made in a manner that demonstrates that they do no significant harm to other environmental objectives; and

c. Made in investee companies that make a positive contribution towards an environmental or social objective.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics of this product include;



a. Minimum investment in funds in scope of Article 8 and 9 of the SFDR 



The Fund will invest a minimum of 90% in Underlying Funds which fall within the meaning of either Article 8 or Article 9 of the SFDR, which means, that at a minimum, the majority of the Underlying Funds which the Fund holds promote environmental and social characteristics while investing in companies which follow good governance practices.



b. Positive Screening



Consideration of ESG factors are a key element of portfolio construction/fund selection. Portfolio managers will take a holistic approach which includes the analysis of ESG factors as part of their overall risk adjusted valuation assessment. This supports the overall promotion of investment in funds which the Manager deems desirable on ESG grounds. By incorporating positive ESG factors as part of the overall portfolio construction/fund selection, the Fund through its investments supports a tilt towards investment in Underlying Funds that have a more positive impact on the environment or society at large.



c. Fund Level ESG Scoring 



A monthly independent analysis and classification of the Fund’s ESG score is performed internally by the Manager. A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund’s ESG score does not fall below a level deemed by the Manager to be appropriate for a fund promoting environmental and/or social characteristics. This additional control serves to highlight a minimum Fund level ESG score and promotes engagement and challenge of portfolio managers on ESG topics.







D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?



The Fund is structured as a Fund giving a return to investors at the Maturity Date. The Fund is organised in a manner that it has two separate investment objectives for different time periods in the Fund’s life, as set out below. Please refer to the supplement to the Prospectus titled “FAM Megatrends Target” (the “Supplement”) for definitions of “Maturity Date” and “Subscription Period”. 



1. During the Subscription Period, the objective of the Fund will be to seek to provide capital appreciation whilst maintaining liquidity for the Fund. The Manager will seek to achieve this objective by investing up to 100% of its Net Asset Value in units of Underlying Funds, which provide an exposure to short, medium and/or long term instruments, such as certificates of deposit, commercial paper, treasury bills, banker's acceptances and short term fixed and/or floating rate transferable debt securities of both Investment and non-Investment Grade (including corporate debt securities, bonds and notes, zero-coupon and discount bonds, debentures) issued by sovereign, government agencies, supranational entities and/or corporate issuers worldwide the (“Initial Strategies”). 



2. Following the Subscription Period, the investment objective of the Fund is to achieve long-term capital appreciation. The Fund seeks to achieve this investment objective in the following manner, as further set out in the Supplement:



· By reducing the Fund’s allocation to Initial Strategies on a monthly basis (“Averaging Out”).  



· Every month, the Fund will complete the Averaging Out process and the exposure to the Initial Strategies will be reduced and an exposure will be obtained to Underlying Funds as described in detail in the Supplement (the “Longer Term Strategies”). 

 

As part of the Longer Term Strategies, the Fund may invest up to 100% of the Fund’s Net Asset Value in Underlying Funds that have a primary focus on providing exposure to companies, sectors and geographical regions that benefit from ongoing global megatrends, as further described in the Supplement. 



Although the Fund does not have a specific sustainable investment objective, the Manager has fully integrated the ESG Policy into the overall investment process, in particular, the portfolio construction process. 



As part of the process to undertake appropriate due diligence on investments, the Manager will generally conduct a level of research on each Underlying Fund which will give the Investment Manager an understanding of the investments underpinning same. This includes a quantitative and qualitative assessment as detailed in the "Investment Objective and Policies" section of the Supplement which involves scrutiny relating to each Underlying Fund's approach to ESG factors and consideration of Sustainability Risks. 



The Manager integrates these ESG factors and this Sustainability Risk assessment into its investment research process and its risk management process – both initially and on an ongoing basis for the duration of the period the Fund holds an investment or pursues a particular investment strategy. 



For investment in Underlying Funds, exclusions of the Underlying Fund manager are assessed as part of the initial and ongoing due diligence process.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

a. Minimum investment in funds in scope of Article 8 and Article 9 SFDR 

The Fund will invest a minimum of 90% in other funds which fall within the meaning of either Article 8 and/or Article 9 of the SFDR. 



b. Minimum Underlying Fund score 

80% of the Fund’s Underlying Fund holdings will be rated A by MSCI ESG Manager (or an other corresponding rating from a similar rating provider). If the Sustainable Finance Committee of the Manager determines that the Underlying Fund in question has mitigating reasons for its MSCI ESG score to have fallen below A, the Underlying Fund holding may be maintained within the Fund portfolio.

What is the policy to assess good governance practices of the investee companies?

Good governance is assessed for Underlying Funds through engagement with the Underlying Fund manager via due diligence. 

In addition, ensuring that a minimum of 90% of the portfolio is invested in funds which fall within the meaning of Article 8 or 9 of the SFDR, demonstrates that the Manager is limiting the Fund’s investment universe of Underlying Funds to focus on those investment funds that must only invest in investee companies that demonstrate good governance practices (in compliance with SFDR).

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, principal adverse impacts are considered on an ongoing basis by monitoring the Fund portfolio against mandatory and additional PAI indicators. Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report. The PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability.





E. Proportion of Investments



What is the planned asset allocation for this financial product?

(#1 Aligned with E/S characteristics) The fund aims to invest:

At least 80% of the Fund’s Investments will be aligned with the environmental and/or social characteristics promoted by the Fund. The Financial product also comments to a minimum proportion of 10% in sustainable investments. The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

[image: Diagram
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(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments.

#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the environmental or social characteristics promoted by the financial product.

#2 Other includes the remaining investments of the financial product which are neither aligned with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or social characteristics that do not qualify as sustainable investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

As the investments underlying this Fund do not take into account the EU criteria for environmentally sustainable economic activities within the meaning of the Taxonomy Regulation, the Fund’s portfolio alignment with the Taxonomy Regulation is not calculated. It follows that the Fund does not currently commit to investing more than 0% of its assets in investments aligned with the Taxonomy Regulation.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

10%*.

What is the minimum share of socially sustainable investments?

10%*

*The Fund commits to invest at least 10% of its assets in sustainable investments. Within this overall commitment, there is no prioritisation of environmental and/or social objectives, and the strategy does not target any specific allocation or minimum proportion for either of these categories. The investment process accommodates the combination of environmental and social objectives by allowing the Manager the flexibility to allocate between these based on availability and attractiveness of investment opportunities. 

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in cash and cash equivalents for liquidity purposes and derivatives which may be used for investment, risk reduction and hedging purposes.

Any “#2 Other” potential investments, other than cash or cash equivalents will be screened according to the managers exclusion policy.







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following indicator;

i. The percentage of the Fund portfolio made in sustainable investments;



ii. the percentage of the Fund’s Underlying Fund holdings rated A or above by MSCI ESG Manager (or another corresponding rating from a similar rating provider). 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Fineco AM’s Investment, compliance and Risk team’s monitor attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle on a regular basis, using Fineco AM’s internal monitoring systems and governance processes.

The Fund’s periodic disclosures report on the extent to which the fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodology used to measure the attainment of the environmental or social characteristics promoted by the Fund is a combination of the methodology of our chosen third party ESG data provider and the methodology applied by the Underlying Fund Investment Managers to attain the % of sustainable investments made by the Underlying Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

[bookmark: _Hlk126232566][bookmark: _Hlk125021207][bookmark: _Hlk125101370]Data Sources
We use a range of different internal and external data sources and data providers to ensure that the Fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by our ESG specialists. 
External data sources include MSCI, which provides ESG ratings data, exclusion factors, data on principal adverse impacts, controversy data etc. Internal sources include Fineco AM due diligence on underlying Fund Investment Managers, which complement the third-party sourced ESG ratings.

Measures taken to ensure data quality
When a data provider is initially onboarded by Fineco AM, an assessment of data quality and data coverage is made. For specific issuers, the Fineco AM Investment Team may also check the quality of MSCI ESG ratings data via various other peer sources/providers to ensure general consensus of data quality.


How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fineco’s policies on data processing.

Proportion of data that is estimated
Fineco AM does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.



I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

[bookmark: _Hlk125100781][bookmark: _Hlk125101049][bookmark: _Hlk126234219][bookmark: _Hlk125021410]Limitations in data availability or methodological challenges may constrain Fineco AM’s ability to generate insights into an Underlying Fund’s contribution towards a sustainability objective. The data used is primarily provided by external data providers and Underlying Fund Managers, which may apply different models and may contain/use inaccurate or incomplete data. In case of insufficient data, external data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by engagement with Issuers and Fineco AM do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fineco AM continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into Fund performance on sustainability issues and will continue to evolve Fineco AM’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



Due diligence on underlying assets is carried out by reference to:



Due Diligence of Underlying Funds: to ensure full integration of ESG factor consideration, oversight and risk awareness into all aspects of investment decision making, ESG topics are fully embedded into pre-trade Due Diligence checks and ongoing engagement with underlying fund managers. This level of due diligence is an appropriate reflection of overall ESG factor consideration and forms an inherent part of the fundamental investment and operational risk assessment of a Fund / Investment Manager, as appropriate.   



Fund Level ESG Scoring: A minimum ESG scoring threshold is applied at Fund Level to ensure that the Fund score does not fall below a level deemed by Fineco AM to be appropriate for a fund promoting ESG characteristics. A monthly independent analysis and classification of each fund’s ESG score is performed by the Fineco AM Risk team. Monthly risk reporting highlights any instances where this threshold may be breached. Subsequently, where appropriate, the ESG quality of the fund may be formally investigated with findings reported to the SFC. This additional control serves to maintain a minimum fund level ESG scoring and supports engagement and challenge with fund managers on ESG topics.





K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk126234598][bookmark: _Hlk126232598]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

We complete ongoing due diligence with underlying investment managers to ensure that the underlying fund is managed in accordance with its ESG objectives. 

Please refer to our Responsible Investment Policy here for more information. 



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.
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Sustainability related disclosures 

Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary


The Fund promotes environmental or social characteristics but does not have as its objective sustainable investment. 



The Fund commits to making sustainable investments.



The Fund promotes environmental and/or social characteristics by aiming to have a higher ESG score than that of the investment universe. In determining the ESG score of the Fund and the investment universe, ESG performance is assessed by comparing the average performance of a security against the security issuer’s industry, in respect of each of the three ESG characteristics of environmental, social and governance. No ESG Reference Index has been designated.



At least 90% of the investments of the Fund will be used to meet the environmental or social characteristics promoted by the Fund in accordance with the binding elements of the investment strategy of the Fund. Furthermore, the Fund commits to have a minimum of 10% of sustainable investments. 



All ESG data, either externally or internally processed, is centralised by the Responsible Investment Business line, which is responsible for controlling the quality of the inputs and processed ESG outputs. This monitoring includes an automated quality check as well as a qualitative check from ESG analysts who are specialists of their sectors. ESG scores are updated on a monthly basis within Amundi's proprietary tool Stock Rating Integrator (SRI) module. 



Sustainability indicators used within Amundi rely on proprietary methodologies. These indicators are continuously made available in the portfolio management system allowing the portfolio managers to assess the impact of their investment decisions. 



Moreover, these indicators are embedded within Amundi’s control framework, with responsibilities spread between the first level of controls performed by the Investment teams themselves and the second level of controls performed by the Risk teams, who monitor compliance with environmental or social characteristics promoted by the Fund on an ongoing basis. 



The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions. 



The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor. 



Amundi's ESG scores are built using Amundi's ESG analysis framework and scoring methodology. Amundi sources data from the following sources for ESG scores: Moody, ISS-Oekem, MSCI, and Sustainalytics. Amundi’s methodology limitations are by construction linked to use of ESG data. The ESG data landscape is currently being standardised which can impact data quality; data coverage also is a limitation. Current and future regulation will improve standardized reporting and corporate disclosures on which ESG data rely. 

Amundi is aware of these limitations which they mitigate by a combination of approaches. 



Each month, the ESG score are recalculated according Amundi quantitative methodology. The result of this calculation is then reviewed by the ESG analysts who perform a qualitative "sampling control" on its sector based on various checks. 



Amundi engages investee or potential investee companies at the issuer level regardless of the type of holdings held (equity and bonds).





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The objectives of the sustainable investments are to invest in investee companies that seek to meet two criteria: 

1) follow best environmental and social practices; and 

2) avoid making products or providing services that harm the environment and society. 

In order for the investee company to be deemed to contribute to the above objective it must be a “best performer” within its sector of activity on at least one of its material environmental or social factors. 

The definition of “best performer” relies on Amundi’s proprietary ESG methodology which aims to measure the ESG performance of an investee company. In order to be considered a “best performer”, an investee company must perform with the best top three rating (A, B or C, out of a rating scale going from A to G) within its sector on at least one material environmental or social factor. Material environmental and social factors are identified at a sector level. The identification of material factors is based on Amundi ESG analysis framework which combines extra-financial data and qualitative analysis of associated sector and sustainability themes. Factors identified as material result in a contribution of more than 10% to the overall ESG score. For energy sector for example, material factors are: emissions and energy, biodiversity and pollution, health and security, local communities and human rights. For a more complete overview of sectors and factors, please refer to the Amundi ESG Regulatory Statement available at https://www.amundi.lu/retail?nr=1

To contribute to the above objectives, the investee company should not have significant exposure to activities (e.g. tobacco, weapons, gambling, coal, aviation, meat production, fertilizer and pesticide manufacturing, single-use plastic production) not compatible with such criteria.

The sustainable nature of an investment is assessed at investee company level.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

To ensure sustainable investments do no significant harm (‘DNSH’), Amundi utilises two filters: 

· The first DNSH test filter relies on monitoring the mandatory Principal Adverse Impacts indicators in Annex 1, Table 1 of the RTS where robust data is available (e.g. GHG intensity of investee companies) via a combination of indicators (e.g. carbon intensity) and specific thresholds or rules (e.g. that the investee company’s carbon intensity does not belong to the last decile of the sector). Amundi already considers specific Principle Adverse Impacts within its exclusion policy as part of Amundi’s Responsible Investment Policy. These exclusions, which apply on the top of the tests detailed above, cover the following topics: exclusions on controversial weapons, Violations of UN Global Compact principles, coal and tobacco. 

· Beyond the specific sustainability factors covered in the first filter, Amundi has defined a second filter, which does not take the mandatory Principal Adverse Impact indicators above into account, in order to verify that the company does not badly perform from an overall environmental or social standpoint compared to other companies within its sector which corresponds to an environmental or social score superior or equal to E using Amundi’s ESG rating. 

How does this financial product take into account principal adverse impacts on sustainability factors?

The first DNSH filter relies on monitoring of mandatory Principal Adverse Impacts indicators in Annex 1, Table 1 of the RTS where robust data is available via the combination of following indicators and specific thresholds or rules: 

• Have a CO2 intensity which does not belong to the last decile compared to other companies within its sector (only applies to high intensity sectors), and 

• Have a Board of Directors’ diversity which does not belong to the last decile compared to other companies within its sector, and 



• Be cleared of any controversy in relation to work conditions and human rights. 

• Be cleared of any controversy in relation to biodiversity and pollutionAmundi already considers specific Principle Adverse Impacts within its exclusion policy as part of Amundi’s Responsible Investment Policy. These exclusions, which apply on the top of the tests detailed above, cover the following topics: exclusions on controversial weapons, Violations of UN Global Compact principles, coal and tobacco. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

The OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on 

Business and Human Rights are integrated into our ESG scoring methodology. Our proprietary ESG rating tool assesses issuers using available data from our data providers. For example the model has a dedicated criteria called “Community Involvement & Human Rights” which is applied to all sectors in addition to other human rights linked criteria including socially responsible supply chains, working conditions, and labor relations. 



Furthermore, we conduct controversy monitoring on a, at minimum, quarterly basis which includes companies identified for human rights violations. When controversies arise, analysts will evaluate the situation and apply a score to the controversy (using our proprietary scoring methodology) and determine the best course of action. Controversy scores are updated quarterly to track the trend and remediation efforts.





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes environmental and/or social characteristics by aiming to have a higher ESG score than the ESG score of the BoA Merill Lynch Euro Corporate Index (the “Reference Index”). In determining the ESG score of The Fund and the Reference Index, ESG performance is assessed by comparing the average performance of a security against the security issuer’s industry, in respect of each of the three ESG characteristics of environmental, social and governance. The Reference Index is a broad market index which does not assess or include constituents according to environmental and/or social characteristics and therefore is not intended to be consistent with the characteristics promoted by The Fund. No ESG Reference Index has been designated. 



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to maximise total returns. 



The Fund seeks to achieve its investment objective while promoting ESG characteristics. 

The Fund seeks to achieve its investment objective by investing at least 70% of its Net Asset Value in Investment Grade fixed income securities (for example, treasury bonds and corporate bonds) denominated in Euro. 



Benchmark : The Fund is actively managed by reference to and seeks to outperform the BoA Merill Lynch Euro Corporate Index. The Fund is mainly exposed to the issuers of the Benchmark, however, the management of The Fund is discretionary, and will be exposed to issuers not included in the Benchmark. The Fund monitors risk exposure in relation to the Benchmark however the extent of deviation from the Benchmark is expected to be significant. Further, The Fund has designated the benchmark as a reference benchmark for the purpose of the Disclosure Regulation. The Benchmark is a broad market index, which does not assess or include constituents according to environmental characteristics, and therefore is not aligned with the environmental characteristics promoted by The Fund. 

The elements of the investment strategy to attain the environmental or social characteristics of the Fund as described in this Annex are systematically integrated throughout the Fund’s investment process. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

All securities held in The Fund are subject to the ESG Criteria. This is achieved through the use of Amundi’s proprietary methodology and/or third party ESG information. 

The Fund first applies Amundi's exclusion policy including the following rules: 

- legal exclusions on controversial weapons (anti-personnel mines, cluster bombs, chemical weapons, biological weapons and depleted uranium weapons, etc.); 

- companies that seriously and repeatedly violate one or more of the 10 principles of the Global Compact, without credible corrective measures; 

- the sectoral exclusions of the Amundi group on Coal and Tobacco (details of this policy are available in Amundi's Responsible Investment Policy available on the website www.amundi.lu). 



In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy. 



The Fund as a binding elements aims to have a higher ESG score than the ESG score of the BoA Merill Lynch Euro Corporate Index (the Reference Index). 



The Fund’s ESG Criteria apply to at least: 

• 90% of equities issued by large capitalisation companies in developed countries; debt securities, money market instruments with an investment grade credit rating; and sovereign debt issued by developed countries; 

• 75% of equities issued by large capitalisation companies in emerging market countries; equities issued by small and mid-capitalisation companies in any country; debt securities and money market instruments with a high yield credit rating; and sovereign debt issued by emerging market countries. 

However investors should note that it may not be practicable to perform ESG analysis on cash, near cash, some derivatives and some collective investment schemes, to the same standards as for the other investments The ESG calculation methodology will not include those securities that do not have an ESG rating, nor cash, near cash, some derivatives and some collective investment schemes. 

What is the policy to assess good governance practices of the investee companies?

We rely on Amundi ESG scoring methodology. Amundi’s ESG scoring is based on a proprietary ESG analysis framework, which accounts for 38 general and sector-specific criteria, including governance criteria. In the Governance dimension, we assess an issuer’s ability to ensure an effective corporate governance framework that guarantees it will meet its long-term objectives (e.g. guaranteeing the issuer’s value over the long term). The governance sub-criteria considered are: board structure, audit and control, remuneration, shareholders’ rights, ethics, tax practices and ESG strategy. 



Amundi ESG Rating scale contains seven grades, ranging from A to G, where A is the best and G the worst rating. G-rated companies are excluded from our investment universe. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?
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Amundi takes into account the mandatory and applicable additional Key Negative Impact Indicators in accordance with Appendix 1, Table 1 of the RTS applicable to the Fund's strategy and relies on a combination of exclusion policies (normative and sectoral), integration of ESG rating in the investment process, engagement and voting approaches: 

- Exclusion: Amundi has defined normative exclusion rules, by activity and by sector, covering some of the main sustainability indicators listed in the SFDR. 

- ESG factors integration: Amundi has adopted minimum ESG integration standards applied by default to its actively managed open-ended funds (exclusion of G-rated issuers and best weighted average ESG score above the applicable benchmark). The 38 criteria used in Amundi's ESG rating approach have also been designed to take into account key impacts on sustainability factors, as well as the quality of mitigation. 

- Engagement: Engagement is an ongoing and targeted process to influence the activities or behaviour of companies. The purpose of engagement can be divided into two categories: to engage an issuer to improve the way it integrates the environmental and social dimension, and to engage an issuer to improve its impact on environmental, social and human rights issues or other sustainability issues important to society and the global economy. 

- Voting: Amundi's voting policy responds to a holistic analysis of all long-term issues that can influence value creation, including significant ESG issues (Amundi's voting policy is available on its website). 

- Controversy monitoring: Amundi has developed a controversy monitoring system that relies on three external data providers to systematically track controversies and their level of severity. This quantitative approach is then enriched by an in-depth assessment of each severe controversy, conducted by ESG analysts, and the periodic review of its evolution. This approach is applied to all Amundi funds. 

For any indication on how mandatory Principal Adverse Impact indicators are used, please refer to the Amundi ESG Regulatory Statement available at https://www.amundi.lu/retail?nr=1





E. Proportion of Investments



What is the planned asset allocation for this financial product?



90% of the investments of The Fund will be used to meet the environmental or social characteristics promoted by The Fund in accordance with the binding elements of the investment strategy. The Fund commits to have a minimum of 10% of sustainable investments and the remaining proportion of the investments will be invested in assets with environmental and social characteristics.



[image: ]

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives are not used to attain the environmental or social characteristics promoted by this Fund. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The Fund currently has no minimum commitment to sustainable investments with an environmental objective aligned with the EU Taxonomy.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund has no minimum defined minimum share. 

What is the minimum share of socially sustainable investments?

The Fund has no minimum defined minimum share. 

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

Included in “#2 Other” are cash and unrated instruments for the purpose of liquidity and portfolio risk management. Unrated instruments may also include securities for which data needed for the measurement of attainment of environmental or social characteristics is not available. 





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The sustainability indicator used is the ESG score of The Fund that is measured against the ESG score of the Reference Index of The Fund. 



Amundi has developed its own in-house ESG rating process based on the “Best-in-class” approach. Ratings adapted to each sector of activity aim to assess the dynamics in which companies operate. 



The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions: 

- Environmental dimension: this examines issuers’ ability to control their direct and indirect environmental impact, by limiting their energy consumption, reducing their greenhouse emissions, fighting resource depletion and protecting biodiversity. 

- Social dimension: this measures how an issuer operates on two distinct concepts: the issuer’s strategy to develop its human capital and the respect of the human rights in general; 

- Governance dimension: This assesses capability of the issuer to ensure the basis for an effective corporate governance framework and generate value over the long-term. 



The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor. For more information on ESG scores and criteria, please refer to the Amundi ESG Regulatory Statement available at https://www.amundi.lu/retail?nr=1 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

All ESG data, either externally or internally processed, is centralised by the Responsible Investment Business line, which is responsible for controlling the quality of the inputs and processed ESG outputs. This monitoring includes an automated quality check as well as a qualitative check from ESG analysts who are specialists of their sectors. ESG scores are updated on a monthly basis within Amundi's proprietary tool Stock Rating Integrator (SRI) module. 

Sustainability indicators used within Amundi rely on proprietary methodologies. These indicators are continuously made available in the portfolio management system allowing the portfolio managers to assess the impact of their investment decisions. Moreover, these indicators are embedded within Amundi’s control framework, with responsibilities spread between the first level of controls performed by the Investment teams themselves and the second level of controls performed by the Risk teams, who monitor compliance with environmental or social characteristics promoted by the Fund on an ongoing basis.





G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

 The Amundi ESG rating used to determine the ESG score is an ESG quantitative score translated into seven grades, ranging from A (the best scores universe) to G (the worst). In the Amundi ESG Rating scale, the securities belonging to the exclusion list correspond to a G. For corporate issuers, ESG performance is assessed globally and at relevant criteria level by comparison with the average performance of its industry, through the combination of the three ESG dimensions:

- Environmental dimension: this examines issuers’ ability to control their direct and indirect environmental impact, by limiting their energy consumption, reducing their greenhouse emissions, fighting resource depletion and protecting biodiversity; 

- Social dimension: these measures how an issuer operates on two distinct concepts: the issuer’s strategy to develop its human capital and the respect of the human rights in general; 

- Governance dimension: This assesses capability of the issuer to ensure the basis for an effective corporate governance framework and generate value over the long-term. 

The methodology applied by Amundi ESG rating uses 38 criteria that are either generic (common to all companies regardless of their activity) or sector specific which are weighted according to sector and considered in terms of their impact on reputation, operational efficiency and regulations in respect of an issuer. Amundi ESG ratings are likely to be expressed globally on the three E, S and G dimensions or individually on any environmental or social factor.



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Amundi's ESG scores are built using Amundi's ESG analysis framework and scoring methodology. Data is sourced from the following sources for ESG scores: Moody, ISS-Oekem, MSCI, and Sustainalytics. 



Data quality controls of external data providers are managed by the Global Data Management unit. Controls are deployed at different steps of the value chain, from pre-integration controls, post integration ones, to post calculation ones like controls on proprietary scores for instance. 



External data are collected and controlled by the Global Data Management team and are plugged into the SRI module. 



The SRI module is a proprietary tool that ensures the collection, quality check and processing of ESG data from external data providers. It also calculates the ESG ratings of issuers according to Amundi proprietary methodology. 



The ESG ratings in particular are displayed in the SRI module to portfolio managers, risk, reporting and the ESG teams in a transparent and user-friendly manner (issuer’s ESG rating together with the criteria and the weights of each criterion). For ESG ratings, at each stage of the calculation process, the scores are normalised and converted into Z-scores (difference between the company’s score and the average score in the sector, as a number of standard deviations). Hence each issuer is assessed with a score scaled around the average of their sector, enabling to distinguish best-practices from worst practices at sector level (Best-in-Class approach). At the end of the process, each issuer is assigned an ESG score (approximately between -3 and +3) and the equivalent on a letter scale from A to G, where A is the best, and G the worst. 



Data is then disseminated via Alto front office to portfolio managers and is monitored by the risk team. 



ESG scores utilize data derived from external data providers, internal ESG assessment/research conducted by Amundi, or through a regulated third party recognised for the provision of professional ESG scoring and assessment. Without mandatory ESG reporting at company level, estimations are a core component of data providers' methodology.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Amundi methodology limitations are by construction linked to use of ESG data. The ESG data landscape is currently being standardised which can impact data quality; data coverage also is a limitation. Current and future regulation will improve standardized reporting and corporate disclosures on which ESG data rely. 

Amundi is aware of these limitations which it mitigates by a combination of approaches: the monitoring of controversies, the use of several data providers, a structured qualitative assessment by its ESG research team of the ESG scores, the implementation of a strong governance.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Each month, the ESG scores are recalculated according Amundi quantitative methodology. The result of this calculation is then reviewed by the ESG analysts who perform a qualitative "sampling control" on its sector based on various checks that may include (but are not limited to): the main significant variations of the ESG score, the list of the new names with a bad score, the main divergence of score between 2 providers. After this review the analyst can override a score from the calculated score which is validated by the management of the team and is documented by a note stored in Amundi database iPortal. This can also be subject to a validation of the ESG Rating Committee. The investment management team is responsible for defining the investment process of the product, including the design of the appropriate risk framework in collaboration with the investment risk teams. In this context, Amundi has an investment guideline management procedure as well as a breach management procedure applying across all operations. Both procedures reiterate strict compliance with regulations and contractual guidelines. Risk managers are in charge of monitoring breaches on a day-to-day basis, alerting fund managers and requiring that portfolios are brought back into compliance as soon as possible and in the best interest of investors.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Amundi engages investee or potential investee companies at the issuer level regardless of the type of holdings held (equity and bonds). Issuers engaged are primarily chosen by the level of exposure to the subject of engagement, as the environmental, social, and governance issues that companies face have a major impact on society, both in terms of risk and opportunities.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes
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How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

This Sub-Fund does not have a specific index designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.

image6.png

Investments
#1B Other E/S characteristics
Max 90%

#2 Other
Max 10%

#1 Aligned with E/S characteristics includes the investments of the financial product used to
attain the environmental or social characteristics promoted by the financial product.

#20ther includes the remaining investments of the financial product which are neither aligned
with the environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

-The sub-category #1A Sustainable covers sustainable investments with environmental or social
objectives. -The sub-category #1B Other E/S characteristics covers investments
aligned with the environmental or social characteristics that do not qualify as sustainable
investments.






image7.png

The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds®, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than
sovereign bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*

« Taxonomy-aligned = Taxonomy-aligned

Other investments EtO Other investments I

* For the purpose of these graphs, “sovereign bonds’ consist of all sovereign exposures
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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary


The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.


a) The Fund promotes environmental and social characteristics by investing in securities of issuers with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to ESG ratings. ESG ratings consider environmental characteristics including carbon intensity, carbon emissions, energy efficiency, water and waste management and biodiversity, as well as social characteristics including product safety, supply chain, health and safety and human rights.

The Fund partially intends to make sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

The Fund will invest:
(i) a minimum of 50% of its assets in issuers with favourable ESG characteristics.
(ii) a minimum of 2.5% in sustainable investments of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 0% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 0% have a social objective.

In respect of its direct investments in corporate issuers, the Fund is subject to:

a) a firm-wide exclusions list, which includes cluster munitions and anti-personnel landmines.

b) norms-based screening of issuers which the investment manager considers have failed to conduct their business in accordance with international norms, including as set out in the UNGC.

c) Fineco Asset Management DAC Investment Exclusion Policy effective on 27 July 2022.



These exclusions and screens may be updated from time to time.

Attainment of the environmental or social characteristics promoted throughout the fund’s lifecycle is monitored on a daily basis, using Fidelity’s internal compliance monitoring system and the sustainability indicators are monitored and measured on a quarterly basis.
Data is obtained from a combination of internal and external sources.


Limitations in data availability or methodological challenges may constrain Fidelity’s ability to generate insights into an individual issuer’s contribution towards promotion of environmental or social characteristics. However, these challenges may be mitigated by issuer engagement and Fidelity do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics promoted.


Due diligence on underlying assets is carried out by reference to ESG ratings and engagement.



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The Fund determines a sustainable investment as follows: 

(a) issuers that undertake economic activities that contribute to one or more of the environmental objectives set out in the EU Taxonomy and qualify as environmentally sustainable in accordance with EU Taxonomy; or 

(b) issuers whereby the majority of their business activities (more than 50% of revenue) contribute to environmental or social objectives aligned with one or more of the United Nations Sustainable Development Goals (“SDGs”); or 

(c) issuers which have set a decarbonisation target consistent with a 1.5 degree warming scenario or lower (verified by the Science Based Target Initiative or a Fidelity Proprietary Climate Rating) which would be considered to contribute to environmental objectives; 

provided they do no significant harm, meet minimum safeguards and good governance criteria.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments are screened for involvement in activities that cause significant harm and controversies, assessed through a check that the issuer meets minimum safeguards and standards that relate to principal adverse indicators (PAIs) as well as performance on PAI metrics. This includes: 

Norms-based screens - the screening out of securities identified under Fidelity’s existing norms-based screens; 

Activity-based screens - the screening out of issuers based on their participation in activities with significant negative impacts on society or the environment, including issuers that are considered to have a ‘Very Severe’ controversy using controversy screens, covering 1) environmental issues, 2) human rights and communities, 3) labour rights and supply chain, 4) customers, 5) governance; and 

PAI indicators: quantitative data (where available) on PAI indicators is used to evaluate whether an issuer is involved in activities that cause significant harm to any environmental or social objective.

How does this financial product take into account principal adverse impacts on sustainability factors?

For sustainable investments, as set out above, Fidelity undertakes a quantitative evaluation to identify issuers with challenging performance on PAI indicators. Issuers with a low score will be ineligible to be ‘sustainable investments’ unless Fidelity’s fundamental research determines that the issuer is not breaching “do no significant harm” requirements, or is on the path to mitigate the adverse impacts through effective management or transition. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Norms-based screens are applied: Issuers identified as failing to behave in a way which meets their fundamental responsibilities in the areas of human rights, labour, environmental and anti-corruption as aligned with international norms including those set out by the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights, UN Global Compact (UNGC), ILO Standards International Labour Organisation (ILO) Conventions, are not considered sustainable investments. 

The EU Taxonomy sets out a “do not significant harm” principle by which Taxonomy-aligned investments should not significantly harm EU Taxonomy objectives and is accompanied by specific EU criteria. 

The “do no significant harm” principle applies only to those investments underlying the financial product that take into account the EU criteria for environmentally sustainable economic activities. The investments underlying the remaining portion of this financial product do not take into account the EU criteria for environmentally sustainable economic activities. 

Any other sustainable investments must also not significantly harm any environmental or social objectives.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes environmental and social characteristics by investing in securities of issuers with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to ESG ratings. ESG ratings consider environmental characteristics including carbon intensity, carbon emissions, energy efficiency, water and waste management and biodiversity, as well as social characteristics including product safety, supply chain, health and safety and human rights. 

The Fund partially intends to make sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve income and capital growth. The Fund seeks to invest primarily in Euro-denominated bonds, focusing its investments in Investment Grade European bonds. The bonds which the Fund may acquire may be with a fixed or floating rate and may be issued by governments or corporates. 

The Fund may invest up to 30% of its Net Asset Value in non-Euro denominated bonds such as corporate bonds and government bonds. Exposure to non-Euro denominated bonds may be hedged back into Euro. The Fund may also invest in collateralized debt obligations (CDOs) or collateralized loan obligations (CLOs) provided that no more than 10% of the Fund's Net Asset Value will be invested in these securities. 

A minimum of 50% of the Fund’s assets will be invested in securities with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to ESG ratings provided by external agencies and Fidelity ESG ratings. 

In respect of its direct investments in corporate issuers, the Fund is subject to: 

1. a firm-wide exclusions list, which includes cluster munitions and anti-personnel landmines, and 



2. a norms-based screening of issuers which the investment manager considers have failed to conduct their business in accordance with international norms, including as set out in the UNGC. 



3. Fineco Asset Management DAC Investment Exclusion Policy effective on 27 July 2022. 

The above exclusions and screens (the “Exclusions”) may be updated from time to time. Please refer to the website for further information on the Sustainable investing framework (fidelityinternational.com) and further details on the Exclusion Policy can be found on the Management Company’s website at the following link FAM - Sustainability | Fineco FAM - Fineco FAM (finecoassetmanagement.com) 

The investment manager also has discretion to implement enhanced, stricter sustainable requirements and exclusions from time to time.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The Mandate will invest: 

(i) a minimum of 50% of its assets in issuers with favourable ESG characteristics, 

(ii) a minimum of 2.5% in sustainable investments of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 0% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 0% have a social objective. 

In addition, the Fund will systematically apply the Exclusions as described above.

The Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy.

What is the policy to assess good governance practices of the investee companies?

The governance practices of issuers are assessed using fundamental research, including Fidelity ESG ratings, data regarding controversies and UN Global Compact violations. 

Key points that are analysed include track record of capital allocation, financial transparency, related party transactions, board independence and size, executive pay, auditors and internal oversight, minority shareholder rights, among other indicators.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?
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Yes, Principal adverse impacts on sustainability factors are considered through and incorporated into investment decisions through a variety of tools, including: 



i. Due Diligence - analysis of whether principle adverse impacts are material and negative. 



ii. ESG rating - Fidelity references ESG ratings which incorporate material principal adverse impacts such as carbon emissions, employee safety and bribery and corruption, water management. For sovereign issued securities, principal adverse impacts are considered through and incorporated into investment decisions using ratings which incorporate material principal adverse impacts such as carbon emissions, social violations and freedom of expression. 



iii. Exclusions - When investing directly in corporate issuers, the Fund applies the Exclusions to help mitigate PAI through excluding harmful sectors and prohibiting investment in issuers that breach international standards, such as the UNGC. 



iv. Engagement - Fidelity uses engagement as a tool to better understand principal adverse impacts on sustainability factors and, in some circumstances, advocate for enhancing principal adverse impacts and sustainability metrics. Fidelity participates in relevant individual and collaborative engagements that target a number of principal adverse impacts (i.e. Climate Action 100+, Investors Against Slavery and Trafficking APAC). 



v. Quarterly reviews - monitoring of principal adverse impacts through the Fund’s quarterly review process. 



The specific PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. In certain circumstances, such as indirect investments made by the Fund, PAI may not be considered.



E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Fund aims to invest: 

(i) A minimum of 50% of its assets in securities of issuers with favourable ESG characteristics, 

(ii) A minimum of 2.5% in sustainable investments (#1A sustainable)* of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 0% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 0% have a social objective. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments. 

*Fidelity determines the minimum overall percentage of sustainable investments on the basis of including issuers, as described above, whereby more than 50% of revenue contributes to a sustainable investment objective.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Where the security underlying a derivative has favourable ESG characteristics in accordance with Fidelity's Sustainable Investing Framework, the derivative may be included in determining the proportion of the Fund dedicated to promotion of environmental or social characteristics. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The Fund invests a minimum of 0% in sustainable investments with an environmental objective aligned with the EU Taxonomy. 

The compliance of the investments of the Fund with the EU Taxonomy will not be subject to an assurance by auditors or a review by third parties. 

The taxonomy alignment of the underlying investments of the Fund is measured by turnover.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund invests a minimum of 0% in sustainable investments with an environmental objective that is not aligned with the EU Taxonomy. 

What is the minimum share of socially sustainable investments?

The Fund invests a minimum of 0% in sustainable investments with a social objective.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund will be invested in assets aligned with the financial objective of the Fund, cash and cash equivalents for liquidity purposes and derivatives which may be used for investment and efficient portfolio management. 

As a minimum environmental and social safeguard, the Fund will adhere to the Exclusions.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes: 

i. the percentage of the Fund invested in securities of issuers with favourable ESG characteristics in accordance with Fidelity’s Sustainable Investing Framework; 

ii. the percentage of the Fund invested in securities of issuers with exposure to the Exclusions; 

iii. the percentage of the Fund invested in sustainable investments. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Both Fidelity’s investment directors and the portfolio compliance team monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a daily basis, using Fidelity’s internal compliance monitoring system.

The sustainability indicators are monitored by Fidelity’s sustainable investing team on a quarterly basis.
The Fund’s periodic disclosures report on the extent to which the Fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The attainment of sustainability indicators is measured by Fidelity’s sustainable investing team on a quarterly basis, using data obtained from daily monitoring of the environmental or social characteristics promoted by the Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
Data is obtained from a combination of internal and external sources.
External sources include:
MSCI and Factset that provide data on principal adverse impacts, controversy data and ESG ratings data;
Institutional Shareholder Services (ISS) that provide carbon data, climate data and data on UN Global Compact violators;
Moody’s that provide EU Taxonomy data.
Internal sources include Fidelity Sustainability Ratings, which complement the third-party sourced ESG ratings and controversy data for exclusions and qualitative assessments.


Measures taken to ensure data quality
When a data provider is initially onboarded by Fidelity, an assessment of data quality and an evaluation of data samples is made.
Fidelity assesses the quality of MSCI ESG ratings data on an ongoing daily basis, using broad statistics to check data points for accuracy and completeness.
Fidelity also performs certain manual checks from time to time on externally sourced data.



How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fidelity’s policies on data processing.



Proportion of data that is estimated
Fidelity does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Limitations in data availability or methodological challenges may constrain Fidelity’s ability to generate insights into an individual issuer’s contribution towards a sustainability objective. The data used is in part provided by external data providers, which may apply different models and may contain inaccurate or incomplete data. In case of insufficient data, these data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by issuer engagement and Fidelity do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. 

In addition, Fidelity continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into an issuers performance on sustainability issues and will continue to evolve Fidelity’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:
(i) ESG ratings which incorporate analysis of the environmental and social characteristics of an issuer and consideration of material principal adverse impacts such as carbon emissions, employee safety and bribery and corruption, water management and, for sovereign issued securities, ratings used incorporate consideration of material principal adverse impacts such as carbon emissions, social violations and freedom of expression. Fidelity ESG ratings for each issuer are reviewed on an annual basis.

(ii) Engagement - Fidelity uses engagement as a tool to better understand issuers and, in some circumstances, advocate for change. Fidelity participates in relevant individual and collaborative engagements that target a number of principal adverse impacts (i.e. Climate Action 100+, Investors Against Slavery and Trafficking APAC).

The Sustainable Investing frameworks and activities are overseen by the Fidelity Sustainable Investing Operating Committee (the ‘SIOC’). The SIOC is responsible for setting the policies and objectives of Fidelity as they relate to sustainable investing and oversee the implementation and delivery of these policies and objectives. This committee is comprised of Fidelity senior executives from across Fidelity’s business units, including the Global Head of Stewardship and Sustainable Investing. In addition, the SIOC is responsible for the conduct, oversight and execution of Fidelity’s ownership rights in investee issuers, including engagement and proxy voting activities.

The Fidelity Sustainable Investing frameworks and Fidelity ESG Ratings have been reviewed and validated by Fidelity internal risk and internal audit teams.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

No

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Engagement and voting form part of the Fund’s consideration of principal adverse impacts on sustainability factors but are not part of the investment strategy.

The Investment Manager’s Sustainable Investing Principles and Voting Policy sets out how it may integrate shareholder engagement in investment strategies. Engagements can be undertaken to gain a deeper understanding of an issuer’s sustainability and impact on environmental and social factors practices to better inform investment decisions and to use influence to improve the sustainability practices of issuers.

The Investment Manager seeks to maintain an ongoing dialogue with management of issuers. Formal meetings are typically held with most issuers at least twice a year. In addition to these regular dialogues, there are a variety of other opportunities for ESG-focussed engagements including those in response to a controversy or adverse event, or if flagged for engagement during the Fidelity Sustainability Rating assessment process, a thematic engagement on a particular sustainable investing issue, in response to an issuer’s request for engagement on a specific governance or corporate event, or through involvement with a third-party engagement forum. Once the Investment Manager has identified an engagement opportunity, a constructive dialogue starts with issuers to explain the Investment Manager’s beliefs and expectations, and to encourage shifts in long term behaviour.

The Investment Manager documents engagements with issuers in a centralised application platform, which is available to the entire investment team. Engagements can have various timeframes depending on the materiality and urgency of the topic in discussion. A lack of impact of the engagement can lead to a worsened Fidelity Sustainability Rating or lead to considerations around voting and divestment.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes
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How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds®, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than
sovereign bonds.
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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary


The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

The Fund promotes environmental and social characteristics by investing in securities of issuers with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to ESG ratings. ESG ratings consider environmental characteristics including carbon intensity, carbon emissions, energy efficiency, water and waste management and biodiversity, as well as social characteristics including product safety, supply chain, health and safety and human rights.

The Fund partially intends to make sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

The Fund will invest:
(i) a minimum of 50% of its assets in issuers with favourable ESG characteristics.
(ii) a minimum of 5% in sustainable investments of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 0% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 0% have a social objective.

In respect of its direct investments in corporate issuers, the Fund is subject to:


a. a firm-wide exclusions list, which includes cluster munitions and anti-personnel landmines.

b. norms-based screening of issuers which the investment manager considers have failed to conduct their business in accordance with international norms, including as set out in the UNGC.

c. Fineco Asset Management DAC Investment Exclusion Policy effective on 27 July 2022.



These exclusions and screens may be updated from time to time.

Attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle is monitored on a daily basis, using Fidelity’s internal compliance monitoring system and the sustainability indicators are monitored and measured on a quarterly basis.


Data is obtained from a combination of internal and external sources.
Limitations in data availability or methodological challenges may constrain Fidelity’s ability to generate insights into an individual issuer’s contribution towards promotion of environmental or social characteristics. However, these challenges may be mitigated by issuer engagement and Fidelity do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics promoted.


Due diligence on underlying assets is carried out by reference to ESG ratings and engagement.



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The Fund determines a sustainable investment as follows: 

(a) issuers that undertake economic activities that contribute to one or more of the environmental objectives set out in the EU Taxonomy and qualify as environmentally sustainable in accordance with EU Taxonomy; or 

(b) issuers whereby the majority of their business activities (more than 50% of revenue) contribute to environmental or social objectives aligned with one or more of the United Nations Sustainable Development Goals (“SDGs”); or 

(c) issuers which have set a decarbonisation target consistent with a 1.5 degree warming scenario or lower (verified by the Science Based Target Initiative or a Fidelity Proprietary Climate Rating) which would be considered to contribute to environmental objectives; 

provided they do no significant harm, meet minimum safeguards and good governance criteria.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments are screened for involvement in activities that cause significant harm and controversies, assessed through a check that the issuer meets minimum safeguards and standards that relate to principal adverse indicators (PAIs) as well as performance on PAI metrics. This includes: 

Norms-based screens - the screening out of securities identified under Fidelity’s existing norms-based screens; 

Activity-based screens - the screening out of issuers based on their participation in activities with significant negative impacts on society or the environment, including issuers that are considered to have a ‘Very Severe’ controversy using controversy screens, covering 1) environmental issues, 2) human rights and communities, 3) labour rights and supply chain, 4) customers, 5) governance; and 

PAI indicators: quantitative data (where available) on PAI indicators is used to evaluate whether an issuer is involved in activities that cause significant harm to any environmental or social objective.

How does this financial product take into account principal adverse impacts on sustainability factors?

For sustainable investments, as set out above, Fidelity undertakes a quantitative evaluation to identify issuers with challenging performance on PAI indicators. Issuers with a low score will be ineligible to be ‘sustainable investments’ unless Fidelity’s fundamental research determines that the issuer is not breaching “do no significant harm” requirements, or is on the path to mitigate the adverse impacts through effective management or transition. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Norms-based screens are applied: Issuers identified as failing to behave in a way which meets their fundamental responsibilities in the areas of human rights, labour, environmental and anti-corruption as aligned with international norms including those set out by the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights, UN Global Compact (UNGC), ILO Standards International Labour Organisation (ILO) Conventions, are not considered sustainable investments. 

The EU Taxonomy sets out a “do not significant harm” principle by which Taxonomy-aligned investments should not significantly harm EU Taxonomy objectives and is accompanied by specific EU criteria. 

The “do no significant harm” principle applies only to those investments underlying the financial product that take into account the EU criteria for environmentally sustainable economic activities. The investments underlying the remaining portion of this financial product do not take into account the EU criteria for environmentally sustainable economic activities. 

Any other sustainable investments must also not significantly harm any environmental or social objectives.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes environmental and social characteristics by investing in securities of issuers with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to ESG ratings. ESG ratings consider environmental characteristics including carbon intensity, carbon emissions, energy efficiency, water and waste management and biodiversity, as well as social characteristics including product safety, supply chain, health and safety and human rights. 

The Fund partially intends to make sustainable investments. 

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve income and capital growth. 

The Fund seeks to invest primarily in Euro-denominated bonds issued by government or corporate issuers and of a fixed or floating rate but focusing its investments in Investment Grade European bonds with less than five years to maturity. The average duration of the Fund's investments will not exceed three years. The Fund may invest up to 30% of its Net Asset Value in non-Euro denominated bonds. Exposure to non-Euro denominated bonds may be hedged back into Euro. The Fund may also invest in collateralized debt obligations (CDOs) or collateralized loan obligations (CLOs) provided that no more than 10% of the Fund's Net Asset Value will be invested in these securities. 

A minimum of 50% of the Fund’s assets will be invested in securities with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to ESG ratings provided by external agencies and Fidelity ESG ratings. 

In respect of its direct investments in corporate issuers, the Fund is subject to: 

1. a firm-wide exclusions list, which includes cluster munitions and anti-personnel landmines.

2. a norms-based screening of issuers which the investment manager considers have failed to conduct their business in accordance with international norms, including as set out in the UNGC. 

3. Fineco Asset Management DAC Investment Exclusion Policy effective on 27 July 2022. 

The above exclusions and screens (the “Exclusions”) may be updated from time to time. Please refer to the website for further information on the Sustainable investing framework (fidelityinternational.com) and further details on the Exclusion Policy can be found on the Management Company’s website at the following link FAM - Sustainability | Fineco FAM - Fineco FAM (finecoassetmanagement.com) 

The investment manager also has discretion to implement enhanced, stricter sustainable requirements and exclusions from time to time.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The Mandate will invest: 

(i) a minimum of 50% of its assets in issuers with favourable ESG characteristics, 

(ii) a minimum of 5% in sustainable investments of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 0% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 0% have a social objective. 

In addition, the Fund will systematically apply the Exclusions as described above.

The Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy.

What is the policy to assess good governance practices of the investee companies?

The governance practices of issuers are assessed using fundamental research, including Fidelity ESG ratings, data regarding controversies and UN Global Compact violations. 

Key points that are analysed include track record of capital allocation, financial transparency, related party transactions, board independence and size, executive pay, auditors and internal oversight, minority shareholder rights, among other indicators.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes

[image: checkbox]No



Yes, Principal adverse impacts on sustainability factors are considered through and incorporated into investment decisions through a variety of tools, including: 



i. Due Diligence - analysis of whether principle adverse impacts are material and negative. 



ii. ESG rating - Fidelity references ESG ratings which incorporate material principal adverse impacts such as carbon emissions, employee safety and bribery and corruption, water management. For sovereign issued securities, principal adverse impacts are considered through and incorporated into investment decisions using ratings which incorporate material principal adverse impacts such as carbon emissions, social violations and freedom of expression. 



iii. Exclusions - When investing directly in corporate issuers, the Fund applies the Exclusions to help mitigate PAI through excluding harmful sectors and prohibiting investment in issuers that breach international standards, such as the UNGC. 



iv. Engagement - Fidelity uses engagement as a tool to better understand principal adverse impacts on sustainability factors and, in some circumstances, advocate for enhancing principal adverse impacts and sustainability metrics. Fidelity participates in relevant individual and collaborative engagements that target a number of principal adverse impacts (i.e. Climate Action 100+, Investors Against Slavery and Trafficking APAC). 



v. Quarterly reviews - monitoring of principal adverse impacts through the Fund’s quarterly review process. 



The specific PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. In certain circumstances, such as indirect investments made by the Fund, PAI may not be considered.



E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Fund aims to invest: 

(i) A minimum of 50% of its assets in securities of issuers with favourable ESG characteristics, 

(ii) A minimum of 5% in sustainable investments (#1A sustainable)* of which a minimum of 0% 

have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 0% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 0% have a social objective.

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments. 

*Fidelity determines the minimum overall percentage of sustainable investments on the basis of including issuers, as described above, whereby more than 50% of revenue contributes to a sustainable investment objective.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Where the security underlying a derivative has favourable ESG characteristics in accordance with Fidelity's Sustainable Investing Framework, the derivative may be included in determining the proportion of the Fund dedicated to promotion of environmental or social characteristics. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The Fund invests a minimum of 0% in sustainable investments with an environmental objective aligned with the EU Taxonomy. 

The compliance of the investments of the Fund with the EU Taxonomy will not be subject to an assurance by auditors or a review by third parties. 

The taxonomy alignment of the underlying investments of the Fund is measured by turnover.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund invests a minimum of 0% in sustainable investments with an environmental objective that is not aligned with the EU Taxonomy. 

What is the minimum share of socially sustainable investments?

The Fund invests a minimum of 0% in sustainable investments with a social objective.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund will be invested in assets aligned with the financial objective of the Fund, cash and cash equivalents for liquidity purposes and derivatives which may be used for investment and efficient portfolio management. 

As a minimum environmental and social safeguard, the Fund will adhere to the Exclusions.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes: 

i. the percentage of the Fund invested in securities of issuers with favourable ESG characteristics in accordance with Fidelity’s Sustainable Investing Framework; 

ii. the percentage of the Fund invested in securities of issuers with exposure to the Exclusions; 

iii. the percentage of the Fund invested in sustainable investments. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Both Fidelity’s investment directors and the portfolio compliance team monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a daily basis, using Fidelity’s internal compliance monitoring system.

The sustainability indicators are monitored by Fidelity’s sustainable investing team on a quarterly basis.
The Fund’s periodic disclosures report on the extent to which the Fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The attainment of sustainability indicators is measured by Fidelity’s sustainable investing team on a quarterly basis, using data obtained from daily monitoring of the environmental or social characteristics promoted by the Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
Data is obtained from a combination of internal and external sources.
External sources include:
MSCI and Factset that provide data on principal adverse impacts, controversy data and ESG ratings data;
Institutional Shareholder Services (ISS) that provide carbon data, climate data and data on UN Global Compact violators;
Moody’s that provide EU Taxonomy data.
Internal sources include Fidelity Sustainability Ratings, which complement the third-party sourced ESG ratings and controversy data for exclusions and qualitative assessments.


Measures taken to ensure data quality
When a data provider is initially onboarded by Fidelity, an assessment of data quality and an evaluation of data samples is made.
Fidelity assesses the quality of MSCI ESG ratings data on an ongoing daily basis, using broad statistics to check data points for accuracy and completeness.
Fidelity also performs certain manual checks from time to time on externally sourced data.



How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fidelity’s policies on data processing.



Proportion of data that is estimated
Fidelity does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Limitations in data availability or methodological challenges may constrain Fidelity’s ability to generate insights into an individual issuer’s contribution towards a sustainability objective. The data used is in part provided by external data providers, which may apply different models and may contain inaccurate or incomplete data. In case of insufficient data, these data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by issuer engagement and Fidelity do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. 

In addition, Fidelity continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into an issuers performance on sustainability issues and will continue to evolve Fidelity’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:
(i) ESG ratings which incorporate analysis of the environmental and social characteristics of an issuer and consideration of material principal adverse impacts such as carbon emissions, employee safety and bribery and corruption, water management and, for sovereign issued securities, ratings used incorporate consideration of material principal adverse impacts such as carbon emissions, social violations and freedom of expression. Fidelity ESG ratings for each issuer are reviewed on an annual basis.

(ii) Engagement - Fidelity uses engagement as a tool to better understand issuers and, in some circumstances, advocate for change. Fidelity participates in relevant individual and collaborative engagements that target a number of principal adverse impacts (i.e. Climate Action 100+, Investors Against Slavery and Trafficking APAC).

The Sustainable Investing frameworks and activities are overseen by the Fidelity Sustainable Investing Operating Committee (the ‘SIOC’). The SIOC is responsible for setting the policies and objectives of Fidelity as they relate to sustainable investing and oversee the implementation and delivery of these policies and objectives. This committee is comprised of Fidelity senior executives from across Fidelity’s business units, including the Global Head of Stewardship and Sustainable Investing. In addition, the SIOC is responsible for the conduct, oversight and execution of Fidelity’s ownership rights in investee issuers, including engagement and proxy voting activities.

The Fidelity Sustainable Investing frameworks and Fidelity ESG Ratings have been reviewed and validated by Fidelity internal risk and internal audit teams.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

No

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Engagement and voting form part of the Fund’s consideration of principal adverse impacts on sustainability factors but are not part of the investment strategy.

The Investment Manager’s Sustainable Investing Principles and Voting Policy sets out how it may integrate shareholder engagement in investment strategies. Engagements can be undertaken to gain a deeper understanding of an issuer’s sustainability and impact on environmental and social factors practices to better inform investment decisions and to use influence to improve the sustainability practices of issuers.

The Investment Manager seeks to maintain an ongoing dialogue with management of issuers. Formal meetings are typically held with most issuers at least twice a year. In addition to these regular dialogues, there are a variety of other opportunities for ESG-focussed engagements including those in response to a controversy or adverse event, or if flagged for engagement during the Fidelity Sustainability Rating assessment process, a thematic engagement on a particular sustainable investing issue, in response to an issuer’s request for engagement on a specific governance or corporate event, or through involvement with a third-party engagement forum. Once the Investment Manager has identified an engagement opportunity, a constructive dialogue starts with issuers to explain the Investment Manager’s beliefs and expectations, and to encourage shifts in long term behaviour.

The Investment Manager documents engagements with issuers in a centralised application platform, which is available to the entire investment team. Engagements can have various timeframes depending on the materiality and urgency of the topic in discussion. A lack of impact of the engagement can lead to a worsened Fidelity Sustainability Rating or lead to considerations around voting and divestment.



L. Reference Benchmark

Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds®, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than
sovereign bonds.

1. Taxonomy-alignment of investments 2. Taxonomy-alignment of investments
including sovereign bonds* excluding sovereign bonds*

« Taxonomy-aligned = Taxonomy-aligned

Other investments EtO Other investments I

* For the purpose of these graphs, “sovereign bonds’ consist of all sovereign exposures
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#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the
environmental or social characteristics promoted by the financial product.

#20ther includes the remaining investments of the financial product which are neither aligned with the
environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social
objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or
social characteristics that do not qualify as sustainable investments.
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A. Summary


The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.


The Fund promotes environmental and social characteristics by investing in equity

securities of issuers deemed to maintain favourable ESG characteristics.

Environmental characteristics include carbon intensity, carbon emissions, energy

efficiency, water and waste management and biodiversity, while social characteristics

include product safety, supply chain, health and safety and human rights.

The Fund partially intends to make sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

The Fund will invest:
(i) a minimum of 70% of its assets in issuers with favourable ESG characteristics.
(ii) a minimum of 20% in sustainable investments of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 5% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 5% have a social objective.

In respect of its direct investments in corporate issuers, the Fund is subject to:
a) a firm-wide exclusions list, which includes cluster munitions and anti-personnel landmines, and

b) a “Sustainable Fund Exclusion List”, which includes, but is not limited to, tobacco, weapons and thermal coal and

c) a principle-based screening policy which includes:

i) norms-based screening of issuers which the investment manager considers have failed to conduct their business in accordance with international norms, including as set out in the UNGC; and

ii) negative screening of certain sectors, issuers or practices based on specific ESG criteria where revenue thresholds may be applied.

d) Fineco Asset Management DAC Investment Exclusion Policy effective on 27 July 2022.



These exclusions and screens may be updated from time to time.

Attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle is monitored on a daily basis, using Fidelity’s internal compliance monitoring system and the sustainability indicators are monitored and measured on a quarterly basis.
Data is obtained from a combination of internal and external sources.
Limitations in data availability or methodological challenges may constrain Fidelity’s ability to generate insights into an individual issuer’s contribution towards promotion of environmental or social characteristics. However, these challenges may be mitigated by issuer engagement and Fidelity do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics promoted.


Due diligence on underlying assets is carried out by reference to ESG ratings and engagement.



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The Fund determines a sustainable investment as follows: 

(a) issuers that undertake economic activities that contribute to one or more of the environmental objectives set out in the EU Taxonomy and qualify as environmentally sustainable in accordance with EU Taxonomy; or 

(b) issuers whereby the majority of their business activities (more than 50% of revenue) contribute to environmental or social objectives aligned with one or more of the United Nations Sustainable Development Goals (“SDGs”); or 

(c) issuers which have set a decarbonisation target consistent with a 1.5 degree warming scenario or lower (verified by the Science Based Target Initiative or a Fidelity Proprietary Climate Rating) which would be considered to contribute to environmental objectives; 

provided they do no significant harm, meet minimum safeguards and good governance criteria.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments are screened for involvement in activities that cause significant harm and controversies, assessed through a check that the issuer meets minimum safeguards and standards that relate to principal adverse indicators (PAIs) as well as performance on PAI metrics. This includes: 

Norms-based screens - the screening out of securities identified under Fidelity’s existing norms-based screens; 

Activity-based screens - the screening out of issuers based on their participation in activities with significant negative impacts on society or the environment, including issuers that are considered to have a ‘Very Severe’ controversy using controversy screens, covering 1) environmental issues, 2) human rights and communities, 3) labour rights and supply chain, 4) customers, 5) governance; and 

PAI indicators: quantitative data (where available) on PAI indicators is used to evaluate whether an issuer is involved in activities that cause significant harm to any environmental or social objective.

How does this financial product take into account principal adverse impacts on sustainability factors?

For sustainable investments, as set out above, Fidelity undertakes a quantitative evaluation to identify issuers with challenging performance on PAI indicators. Issuers with a low score will be ineligible to be ‘sustainable investments’ unless Fidelity’s fundamental research determines that the issuer is not breaching “do no significant harm” requirements, or is on the path to mitigate the adverse impacts through effective management or transition. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Norms-based screens are applied: Issuers identified as failing to behave in a way which meets their fundamental responsibilities in the areas of human rights, labour, environmental and anti-corruption as aligned with international norms including those set out by the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights, UN Global Compact (UNGC), ILO Standards International Labour Organisation (ILO) Conventions, are not considered sustainable investments. 

The EU Taxonomy sets out a “do not significant harm” principle by which Taxonomy-aligned investments should not significantly harm EU Taxonomy objectives and is accompanied by specific EU criteria. 

The “do no significant harm” principle applies only to those investments underlying the financial product that take into account the EU criteria for environmentally sustainable economic activities. The investments underlying the remaining portion of this financial product do not take into account the EU criteria for environmentally sustainable economic activities. 

Any other sustainable investments must also not significantly harm any environmental or social objectives.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes environmental and social characteristics by investing in equity securities of issuers deemed to maintain favourable ESG characteristics. Environmental characteristics include carbon intensity, carbon emissions, energy efficiency, water and waste management and biodiversity, while social characteristics include product safety, supply chain, health and safety and human rights.

The Fund partially intends to make sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve income and long-term capital growth principally through investment in global income producing equities. The Investment Manager will target investments which it believes offer attractive dividend yields (based on an assessment of long-term estimated earnings growth as determined according to the Investment Manager's bottom-up analysis and appraisal of individual companies as described below), in addition to price appreciation.

The Fund may invest across global geographies and may invest in equities of issuers in any market sector. 

The equity securities in which the Fund will invest include, but are not limited to, common stock, preferred stock, rights and warrants to subscribe for the purchase of equity securities and depositary receipts such as American, European, and Global Depository Receipts (traded on Recognised Markets). 

The Fund may hold money market instruments such as treasury bills, certificates of deposit, commercial paper and bankers acceptances for ancillary investment purposes so that it can pay its expenses, satisfy redemption requests or take advantage of investment opportunities by freeing up cash quickly through the disposal of such money market instruments or money market funds. 

In respect of its direct investments, the Fund is subject to: 

a) a firm-wide exclusions list, which includes cluster munitions and anti-personnel landmines, and 

b) a “Sustainable Fund Exclusion List”, which includes, but is not limited to, tobacco, weapons and thermal coal and 

c) a principle-based screening policy which includes: 

i. norms-based screening of issuers which the investment manager considers have failed to conduct their business in accordance with international norms, including as set out in the UNGC; and 

ii. negative screening of certain sectors, issuers or practices based on specific ESG criteria where revenue thresholds may be applied. 

d) Fineco Asset Management DAC Investment Exclusion Policy effective on 27 July 2022. 

The above exclusions and screens (the “Exclusions”) may be updated from time to time. Please refer to the website for further information on the Sustainable investing framework (fidelityinternational.com) and further details on the Exclusion Policy can be found on the Management Company’s website at the following link FAM - Sustainability | Fineco FAM - Fineco FAM (finecoassetmanagement.com) 

The investment manager also has discretion to implement enhanced, stricter sustainable requirements and exclusions from time to time.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The Mandate will invest: 

(i) a minimum of 70% of its assets in issuers with favourable ESG characteristics, 

(ii) a minimum of 20% in sustainable investments of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 5% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 5% have a social objective. 

In addition, the Fund will systematically apply the Exclusions as described above.

The Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy.

What is the policy to assess good governance practices of the investee companies?

The governance practices of issuers are assessed using fundamental research, including Fidelity ESG ratings, data regarding controversies and UN Global Compact violations. 

Key points that are analysed include track record of capital allocation, financial transparency, related party transactions, board independence and size, executive pay, auditors and internal oversight, minority shareholder rights, among other indicators.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes
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Yes, Principal adverse impacts on sustainability factors are considered through and incorporated into investment decisions through a variety of tools, including: 



i. Due Diligence - analysis of whether principle adverse impacts are material and negative. 



ii. ESG rating - Fidelity references ESG ratings which incorporate material principal adverse impacts such as carbon emissions, employee safety and bribery and corruption, water management. For sovereign issued securities, principal adverse impacts are considered through and incorporated into investment decisions using ratings which incorporate material principal adverse impacts such as carbon emissions, social violations and freedom of expression. 



iii. Exclusions - When investing directly in corporate issuers, the Fund applies the Exclusions to help mitigate PAI through excluding harmful sectors and prohibiting investment in issuers that breach international standards, such as the UNGC. 



iv. Engagement - Fidelity uses engagement as a tool to better understand principal adverse impacts on sustainability factors and, in some circumstances, advocate for enhancing principal adverse impacts and sustainability metrics. Fidelity participates in relevant individual and collaborative engagements that target a number of principal adverse impacts (i.e. Climate Action 100+, Investors Against Slavery and Trafficking APAC). 



v. Voting - Fidelity’s voting policy includes explicit minimum standards for board gender diversity and engagement with climate change. Fidelity may also vote to enhance issuer performance on other indicators.



vi. Quarterly reviews - monitoring of principal adverse impacts through the Fund’s quarterly review process. 



The specific PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. In certain circumstances, such as indirect investments made by the Fund, PAI may not be considered.



E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Fund aims to invest:

(i) A minimum of 70% of its assets in securities of issuers with favourable ESG characteristics, 

(ii) A minimum of 20% in sustainable investments (#1A sustainable)* of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 5% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 5% have a social objective. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments. 

*Fidelity determines the minimum overall percentage of sustainable investments on the basis of including issuers, as described above, whereby more than 50% of revenue contributes to a sustainable investment objective.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Where the security underlying a derivative has favourable ESG characteristics in accordance with Fidelity's Sustainable Investing Framework, the derivative may be included in determining the proportion of the Fund dedicated to promotion of environmental or social characteristics. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The Fund invests a minimum of 0% in sustainable investments with an environmental objective aligned with the EU Taxonomy. 

The compliance of the investments of the Fund with the EU Taxonomy will not be subject to an assurance by auditors or a review by third parties. The taxonomy alignment of the underlying investments of the Fund is measured by turnover. [image: ]

What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund invests a minimum of 5% in sustainable investments with an environmental objective that is not aligned with the EU Taxonomy. 

What is the minimum share of socially sustainable investments?

The Fund invests a minimum of 5% in sustainable investments with a social objective.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in securities of issuers that are able to demonstrate that they are on an improving trajectory with respect to their ESG characteristics, as well as cash and cash equivalents for liquidity purposes and derivatives which may be used for investment and efficient portfolio management. As a minimum environmental and social safeguard, the Fund will adhere to the Exclusions.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes: 

i. the percentage of the Fund invested in securities of issuers with favourable ESG characteristics in accordance with Fidelity’s Sustainable Investing Framework; 

ii. the percentage of the Fund invested in securities of issuers with exposure to the Exclusions; 

iii. the percentage of the Fund invested in sustainable investments. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Both Fidelity’s investment directors and the portfolio compliance team monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a daily basis, using Fidelity’s internal compliance monitoring system.

The sustainability indicators are monitored by Fidelity’s sustainable investing team on a quarterly basis.
The Fund’s periodic disclosures report on the extent to which the Fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The attainment of sustainability indicators is measured by Fidelity’s sustainable investing team on a quarterly basis, using data obtained from daily monitoring of the environmental or social characteristics promoted by the Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
Data is obtained from a combination of internal and external sources.
External sources include:
MSCI and Factset that provide data on principal adverse impacts, controversy data and ESG ratings data;
Institutional Shareholder Services (ISS) that provide carbon data, climate data and data on UN Global Compact violators;
Moody’s that provide EU Taxonomy data.
Internal sources include Fidelity Sustainability Ratings, which complement the third-party sourced ESG ratings and controversy data for exclusions and qualitative assessments.


Measures taken to ensure data quality
When a data provider is initially onboarded by Fidelity, an assessment of data quality and an evaluation of data samples is made.
Fidelity assesses the quality of MSCI ESG ratings data on an ongoing daily basis, using broad statistics to check data points for accuracy and completeness.
Fidelity also performs certain manual checks from time to time on externally sourced data.



How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fidelity’s policies on data processing.



Proportion of data that is estimated
Fidelity does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Limitations in data availability or methodological challenges may constrain Fidelity’s ability to generate insights into an individual issuer’s contribution towards a sustainability objective. The data used is in part provided by external data providers, which may apply different models and may contain inaccurate or incomplete data. In case of insufficient data, these data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by issuer engagement and Fidelity do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. 

In addition, Fidelity continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into an issuers performance on sustainability issues and will continue to evolve Fidelity’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:
(i) ESG ratings which incorporate analysis of the environmental and social characteristics of an issuer and consideration of material principal adverse impacts such as carbon emissions, employee safety and bribery and corruption, water management and, for sovereign issued securities, ratings used incorporate consideration of material principal adverse impacts such as carbon emissions, social violations and freedom of expression. Fidelity ESG ratings for each issuer are reviewed on an annual basis.

(ii) Engagement - Fidelity uses engagement as a tool to better understand issuers and, in some circumstances, advocate for change. Fidelity participates in relevant individual and collaborative engagements that target a number of principal adverse impacts (i.e. Climate Action 100+, Investors Against Slavery and Trafficking APAC).

The Sustainable Investing frameworks and activities are overseen by the Fidelity Sustainable Investing Operating Committee (the ‘SIOC’). The SIOC is responsible for setting the policies and objectives of Fidelity as they relate to sustainable investing and oversee the implementation and delivery of these policies and objectives. This committee is comprised of Fidelity senior executives from across Fidelity’s business units, including the Global Head of Stewardship and Sustainable Investing. In addition, the SIOC is responsible for the conduct, oversight and execution of Fidelity’s ownership rights in investee issuers, including engagement and proxy voting activities.

The Fidelity Sustainable Investing frameworks and Fidelity ESG Ratings have been reviewed and validated by Fidelity internal risk and internal audit teams.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

No

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Engagement and voting form part of the Fund’s consideration of principal adverse impacts on sustainability factors but are not part of the investment strategy.

The Investment Manager’s Sustainable Investing Principles and Voting Policy sets out how it may integrate shareholder engagement in investment strategies. Engagements can be undertaken to gain a deeper understanding of an issuer’s sustainability and impact on environmental and social factors practices to better inform investment decisions and to use influence to improve the sustainability practices of issuers.

The Investment Manager seeks to maintain an ongoing dialogue with management of issuers. Formal meetings are typically held with most issuers at least twice a year. In addition to these regular dialogues, there are a variety of other opportunities for ESG-focussed engagements including those in response to a controversy or adverse event, or if flagged for engagement during the Fidelity Sustainability Rating assessment process, a thematic engagement on a particular sustainable investing issue, in response to an issuer’s request for engagement on a specific governance or corporate event, or through involvement with a third-party engagement forum. Once the Investment Manager has identified an engagement opportunity, a constructive dialogue starts with issuers to explain the Investment Manager’s beliefs and expectations, and to encourage shifts in long term behaviour.

The Investment Manager documents engagements with issuers in a centralised application platform, which is available to the entire investment team. Engagements can have various timeframes depending on the materiality and urgency of the topic in discussion. A lack of impact of the engagement can lead to a worsened Fidelity Sustainability Rating or lead to considerations around voting and divestment.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes
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How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds®, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than
sovereign bonds.
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A. Summary


The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

The Fund promotes environmental and social characteristics by investing in equity

securities of issuers deemed to maintain favourable ESG characteristics.



Environmental characteristics include carbon intensity, carbon emissions, energy

efficiency, water and waste management and biodiversity, while social characteristics

include product safety, supply chain, health and safety and human rights.


The Fund partially intends to make sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

The Fund will invest:
(i) a minimum of 70% of its assets in issuers with favourable ESG characteristics.
(ii) a minimum of 75% in sustainable investments of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 20% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 20% have a social objective.

In respect of its direct investments in corporate issuers, the fund is subject to:
a. a firm-wide exclusions list, which includes cluster munitions and anti-personnel landmines, and

b. a “Sustainable Fund Exclusion List”, which includes, but is not limited to, tobacco, weapons and thermal coal and

c. a principle-based screening policy which includes:

i) norms-based screening of issuers which the investment manager considers have failed to conduct their business in accordance with international norms, including as set out in the UNGC; and

ii) negative screening of certain sectors, issuers or practices based on specific ESG criteria where revenue thresholds may be applied.

d. Fineco Asset Management DAC Investment Exclusion Policy effective on 27 July 2022.
These exclusions and screens may be updated from time to time.

Attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle is monitored on a daily basis, using Fidelity’s internal compliance monitoring system and the sustainability indicators are monitored and measured on a quarterly basis.
Data is obtained from a combination of internal and external sources.
Limitations in data availability or methodological challenges may constrain Fidelity’s ability to generate insights into an individual issuer’s contribution towards promotion of environmental or social characteristics. However, these challenges may be mitigated by issuer engagement and Fidelity do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics promoted.


Due diligence on underlying assets is carried out by reference to ESG ratings and engagement.



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The Fund determines a sustainable investment as follows: 

(a) issuers that undertake economic activities that contribute to one or more of the environmental objectives set out in the EU Taxonomy and qualify as environmentally sustainable in accordance with EU Taxonomy; or 

(b) issuers whereby the majority of their business activities (more than 50% of revenue) contribute to environmental or social objectives aligned with one or more of the United Nations Sustainable Development Goals (“SDGs”); or 

(c) issuers which have set a decarbonisation target consistent with a 1.5 degree warming scenario or lower (verified by the Science Based Target Initiative or a Fidelity Proprietary Climate Rating) which would be considered to contribute to environmental objectives; 

provided they do no significant harm, meet minimum safeguards and good governance criteria. 

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments are screened for involvement in activities that cause significant harm and controversies, assessed through a check that the issuer meets minimum safeguards and standards that relate to principal adverse indicators (PAIs) as well as performance on PAI metrics. This includes: 

Norms-based screens - the screening out of securities identified under Fidelity’s existing norms-based screens; 

Activity-based screens - the screening out of issuers based on their participation in activities with significant negative impacts on society or the environment, including issuers that are considered to have a ‘Very Severe’ controversy using controversy screens, covering 1) environmental issues, 2) human rights and communities, 3) labour rights and supply chain, 4) customers, 5) governance; and 

PAI indicators: quantitative data (where available) on PAI indicators is used to evaluate whether an issuer is involved in activities that cause significant harm to any environmental or social objective.

How does this financial product take into account principal adverse impacts on sustainability factors?

For sustainable investments, as set out above, Fidelity undertakes a quantitative evaluation to identify issuers with challenging performance on PAI indicators. Issuers with a low score will be ineligible to be ‘sustainable investments’ unless Fidelity’s fundamental research determines that the issuer is not breaching “do no significant harm” requirements, or is on the path to mitigate the adverse impacts through effective management or transition. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Norms-based screens are applied: Issuers identified as failing to behave in a way which meets their fundamental responsibilities in the areas of human rights, labour, environmental and anti-corruption as aligned with international norms including those set out by the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights, UN Global Compact (UNGC), ILO Standards International Labour Organisation (ILO) Conventions, are not considered sustainable investments. 

The EU Taxonomy sets out a “do not significant harm” principle by which Taxonomy-aligned investments should not significantly harm EU Taxonomy objectives and is accompanied by specific EU criteria. 

The “do no significant harm” principle applies only to those investments underlying the financial product that take into account the EU criteria for environmentally sustainable economic activities. The investments underlying the remaining portion of this financial product do not take into account the EU criteria for environmentally sustainable economic activities. 

Any other sustainable investments must also not significantly harm any environmental or social objectives.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes environmental and social characteristics by investing in equity securities of issuers deemed to maintain favourable ESG characteristics. Environmental characteristics include carbon intensity, carbon emissions, energy efficiency, water and waste management and biodiversity, while social characteristics include product safety, supply chain, health and safety and human rights. 

The Fund partially intends to make sustainable investments.

No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.

D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to achieve long-term capital growth from a portfolio primarily made up of the equity securities of companies around the world. The Investment Manager uses a valuation- focused approach to identify companies with the potential for share price appreciation. 

The equity securities in which the Fund will invest include but are not limited to common stock, preferred stock, rights and warrants to subscribe for the purchase of equity securities, and depositary receipts such as American, European, and Global Depository Receipts (traded on Recognised Markets). 

The Fund may hold money market instruments (such as treasury bills, certificates of deposit, commercial paper and bankers acceptances) or money market funds for ancillary purposes so that it can pay its expenses, satisfy redemption requests or take advantage of investment opportunities by freeing up cash quickly through the disposal of such money market instruments or money market funds. 

In respect of its direct investments, the Fund is subject to: 

a. a firm-wide exclusions list, which includes cluster munitions and anti-personnel landmines, and 

b. a “Sustainable Fund Exclusion List”, which includes, but is not limited to, tobacco, weapons and thermal coal and 

c. a principle-based screening policy which includes: 

i. norms-based screening of issuers which the investment manager considers have failed to conduct their business in accordance with international norms, including as set out in the UNGC; and 

ii. negative screening of certain sectors, issuers or practices based on specific ESG criteria where revenue thresholds may be applied. 

d. Fineco Asset Management DAC Investment Exclusion Policy effective on 27 July 2022. 

The above exclusions and screens (the “Exclusions”) may be updated from time to time. Please refer to the website for further information on the Sustainable investing framework (fidelityinternational.com) and further details on the Exclusion Policy can be found on the Management Company’s website at the following link FAM - Sustainability | Fineco FAM - Fineco FAM (finecoassetmanagement.com) 

The investment manager also has discretion to implement enhanced, stricter sustainable requirements and exclusions from time to time.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The Fund will invest: 

(i) a minimum of 70% of its assets in issuers with favourable ESG characteristics, 

(ii) a minimum of 75% in sustainable investments of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 20% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 20% have a social objective. 



In addition, the Fund will systematically apply the Exclusions as described above. 

The Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy. 

What is the policy to assess good governance practices of the investee companies?

The governance practices of issuers are assessed using fundamental research, including Fidelity ESG ratings, data regarding controversies and UN Global Compact violations. 

Key points that are analysed include track record of capital allocation, financial transparency, related party transactions, board independence and size, executive pay, auditors and internal oversight, minority shareholder rights, among other indicators. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?
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Yes, Principal adverse impacts on sustainability factors are considered through and incorporated into investment decisions through a variety of tools, including: 



i. Due Diligence - analysis of whether principle adverse impacts are material and negative. 



ii. ESG rating - Fidelity references ESG ratings which incorporate material principal adverse impacts such as carbon emissions, employee safety and bribery and corruption, water management. For sovereign issued securities, principal adverse impacts are considered through and incorporated into investment decisions using ratings which incorporate material principal adverse impacts such as carbon emissions, social violations and freedom of expression. 



iii. Exclusions - When investing directly in corporate issuers, the Fund applies the Exclusions to help mitigate PAI through excluding harmful sectors and prohibiting investment in issuers that breach international standards, such as the UNGC. 



iv. Engagement - Fidelity uses engagement as a tool to better understand principal adverse impacts on sustainability factors and, in some circumstances, advocate for enhancing principal adverse impacts and sustainability metrics. Fidelity participates in relevant individual and collaborative engagements that target a number of principal adverse impacts (i.e. Climate Action 100+, Investors Against Slavery and Trafficking APAC). 



v. Voting - Fidelity’s voting policy includes explicit minimum standards for board gender diversity and engagement with climate change. Fidelity may also vote to enhance issuer performance on other indicators.



vi. Quarterly reviews - monitoring of principal adverse impacts through the Fund’s quarterly review process. 



The specific PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. In certain circumstances, such as indirect investments made by the Fund, PAI may not be considered.



E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Fund aims to invest: 

(i) A minimum of 70% of its assets in securities of issuers with favourable ESG characteristics, 

(ii) A minimum of 75% in sustainable investments (#1A sustainable)* of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 20% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 20% have a social objective. 

(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments. 

*Fidelity determines the minimum overall percentage of sustainable investments on the basis of including issuers, as described above, whereby more than 50% of revenue contributes to a sustainable investment objective.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Where the security underlying a derivative has favourable ESG characteristics in accordance with Fidelity's Sustainable Investing Framework, the derivative may be included in determining the proportion of the Fund dedicated to promotion of environmental or social characteristics. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

Not applicable.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund invests a minimum of 20% in sustainable investments with an environmental objective that is not aligned with the EU Taxonomy. 

What is the minimum share of socially sustainable investments?

The Fund invests a minimum of 20% in sustainable investments with a social objective. 

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund may be invested in securities of issuers that are able to demonstrate that they are on an improving trajectory with respect to their ESG characteristics, as well as cash and cash equivalents for liquidity purposes and derivatives which may be used for investment and efficient portfolio management. 

As a minimum environmental and social safeguard, the Fund will adhere to the Exclusions.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes: 

i) the percentage of the Fund invested in securities of issuers with favourable ESG characteristics in accordance with Fidelity’s Sustainable Investing Framework; 

ii) the percentage of the Fund invested in securities of issuers with exposure to the Exclusions; 

iii) the percentage of the Fund invested in sustainable investments. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Both Fidelity’s investment directors and the portfolio compliance team monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a daily basis, using Fidelity’s internal compliance monitoring system.

The sustainability indicators are monitored by Fidelity’s sustainable investing team on a quarterly basis.
The Fund’s periodic disclosures report on the extent to which the Fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The attainment of sustainability indicators is measured by Fidelity’s sustainable investing team on a quarterly basis, using data obtained from daily monitoring of the environmental or social characteristics promoted by the Fund. 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
Data is obtained from a combination of internal and external sources.
External sources include:
MSCI and Factset that provide data on principal adverse impacts, controversy data and ESG ratings data;
Institutional Shareholder Services (ISS) that provide carbon data, climate data and data on UN Global Compact violators;
Moody’s that provide EU Taxonomy data.
Internal sources include Fidelity Sustainability Ratings, which complement the third-party sourced ESG ratings and controversy data for exclusions and qualitative assessments.


Measures taken to ensure data quality
When a data provider is initially onboarded by Fidelity, an assessment of data quality and an evaluation of data samples is made.
Fidelity assesses the quality of MSCI ESG ratings data on an ongoing daily basis, using broad statistics to check data points for accuracy and completeness.
Fidelity also performs certain manual checks from time to time on externally sourced data.



How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fidelity’s policies on data processing.



Proportion of data that is estimated
Fidelity does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Limitations in data availability or methodological challenges may constrain Fidelity’s ability to generate insights into an individual issuer’s contribution towards a sustainability objective. The data used is in part provided by external data providers, which may apply different models and may contain inaccurate or incomplete data. In case of insufficient data, these data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by issuer engagement and Fidelity do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fidelity continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into an issuers performance on sustainability issues and will continue to evolve Fidelity’s ESG ratings to reflect evolving best practice.



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:
(i) ESG ratings which incorporate analysis of the environmental and social characteristics of an issuer and consideration of material principal adverse impacts such as carbon emissions, employee safety and bribery and corruption, water management and, for sovereign issued securities, ratings used incorporate consideration of material principal adverse impacts such as carbon emissions, social violations and freedom of expression. Fidelity ESG ratings for each issuer are reviewed on an annual basis.

(ii) Engagement - Fidelity uses engagement as a tool to better understand issuers and, in some circumstances, advocate for change. Fidelity participates in relevant individual and collaborative engagements that target a number of principal adverse impacts (i.e. Climate Action 100+, Investors Against Slavery and Trafficking APAC).

The Sustainable Investing frameworks and activities are overseen by the Fidelity Sustainable Investing Operating Committee (the ‘SIOC’). The SIOC is responsible for setting the policies and objectives of Fidelity as they relate to sustainable investing and oversee the implementation and delivery of these policies and objectives. This committee is comprised of Fidelity senior executives from across Fidelity’s business units, including the Global Head of Stewardship and Sustainable Investing. In addition, the SIOC is responsible for the conduct, oversight and execution of Fidelity’s ownership rights in investee issuers, including engagement and proxy voting activities.

The Fidelity Sustainable Investing frameworks and Fidelity ESG Ratings have been reviewed and validated by Fidelity internal risk and internal audit teams.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

No

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Engagement and voting form part of the Fund’s consideration of principal adverse impacts on sustainability factors but are not part of the investment strategy.

The Investment Manager’s Sustainable Investing Principles and Voting Policy sets out how it may integrate shareholder engagement in investment strategies. Engagements can be undertaken to gain a deeper understanding of an issuer’s sustainability and impact on environmental and social factors practices to better inform investment decisions and to use influence to improve the sustainability practices of issuers.

The Investment Manager seeks to maintain an ongoing dialogue with management of issuers. Formal meetings are typically held with most issuers at least twice a year. In addition to these regular dialogues, there are a variety of other opportunities for ESG-focussed engagements including those in response to a controversy or adverse event, or if flagged for engagement during the Fidelity Sustainability Rating assessment process, a thematic engagement on a particular sustainable investing issue, in response to an issuer’s request for engagement on a specific governance or corporate event, or through involvement with a third-party engagement forum. Once the Investment Manager has identified an engagement opportunity, a constructive dialogue starts with issuers to explain the Investment Manager’s beliefs and expectations, and to encourage shifts in long term behaviour.

The Investment Manager documents engagements with issuers in a centralised application platform, which is available to the entire investment team. Engagements can have various timeframes depending on the materiality and urgency of the topic in discussion. A lack of impact of the engagement can lead to a worsened Fidelity Sustainability Rating or lead to considerations around voting and divestment.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?
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How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds®, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than
sovereign bonds.
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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary


The Investment Manager (“Invesco”) looked to put in place minimum safeguards across multiple sub-funds of Invesco Funds to allow them to meet Article 8 requirements of the Regulation (EU) 2019/2088 on sustainability – related disclosures in the financial services sector (SFDR). To be classified as an Article 8 product, the sub-funds need to promote, among other things, environmental and/or social characteristics while also ensuring that investee companies follow good governance practices. 

In order to meet such requirements, it was determined that Invesco would look to exclude certain activities based on certain thresholds. The activities excluded from the Fund include: 

· Level of involvement in Coal extraction and production; 

· Level of involvement in Unconventional Oil and Gas such as Arctic oil and gas exploration, oil sands extraction and Shale energy extraction; 

· Level of involvement in Tobacco production and tobacco-related products; 

· Level of involvement with recreational cannabis; 

· Companies involved in the manufacture of nuclear warheads or whole nuclear missiles outside of the Non-Proliferation Treaty. 



In order to assess companies around the above activities, Invesco uses a combination of Sustainalytics and ISS (Institutional Shareholder Services) to assess compliance. However, this can be supplemented with other service providers where appropriate. 



While there is broad coverage across the various systems, there is no one system that has complete coverage of the entire investment universe. As a result, investment teams will be responsible for conducting an assessment of companies for which data is not available, under the appropriate supervision and oversight of Invesco’s investment compliance and ESG teams. This self-certification process ensures that the coverage of the Fund’s investible universe is 100%. 





B. No sustainable Investment Objective

This financial product promotes environmental or social characteristics, but does not have as its objective sustainable investment. 

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

Not applicable.

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Not applicable.

How does this financial product take into account principal adverse impacts on sustainability factors?

Not applicable.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Not applicable.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund applies, in addition to the regulatory mandated exclusions with regards to controversial weapons and sovereign debt sanctions, additional exclusions based on the following factors, which may be updated from time to time: 

· Level of involvement in Coal extraction and production; 

· Level of involvement in Unconventional Oil and Gas such as arctic oil and gas exploration extraction, oil sands extraction and Shale Energy extraction; 

· Level of involvement in Tobacco production and tobacco related products; 

· Level of involvement with recreational cannabis; 

· Companies involved in the manufacture of nuclear warheads or whole nuclear missiles outside of the Non-Proliferation Treaty. 

In addition, companies will be excluded if they are assessed as being in violation of any of the UN Global Compact’s principles, based on third parties data and the Investment Manager’s proprietary analysis and research. 

Additionally, the Investment Manager will also comply with the Manager’s exclusion list which is based on the Managers exclusion policy and compiled by the Manager. Exclusions apply on a continuous basis during the life of the Fund.

D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The Fund primarily invests in a flexible allocation of fixed income securities (including corporate bonds, government bonds, treasury bonds, municipal bonds and asset backed securities). The Investment Manager will select the fixed income securities to be acquired by carrying out an investment process comprising of four key elements; 

1) macroeconomic analysis, 

2) credit analysis, 

3) value assessment, and 

4) risk considerations.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

As part of the investment strategy, the Fund applies the exclusions on a continuous basis as described above. 

What is the policy to assess good governance practices of the investee companies?

Companies are assessed on a range of good governance principles which may vary, for example due to differing business profiles or operating jurisdictions. Investment teams have the ability to utilise both qualitative and quantitative measures with appropriate action taken where material concerns around governance exist. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

There is no commitment with regard to a minimum reduction of the investment universe as a result of the above exclusions. 

Does this financial product consider principal adverse impacts on sustainability factors?
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Yes, the Fund considers principal adverse impacts on sustainability factors by carrying out a qualitative and quantitative review of key metrics (being the mandatory indicators defined in Table 1 of the Annex I of the regulatory technical standards for SFDR and any applicable additional indicators). The Fund identifies priority investee entities using thresholds on each principal adverse impacts indicator and primarily engages through methods such as letters, meetings, proxy voting. If no improvement is established through such corporate engagement, then the Fund may proceed to divest and/or exclude investments. Information on principal adverse impacts on sustainability factors will be available in the annual report.





E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The exclusions will be screened to the full investment universe, representing at least 90% of the portfolio (#1 Aligned with E/S characteristics). Currencies, cash, money market instruments which are held for cash management/liquidity purposes may not be assessed for compliance with the above exclusion framework (#2 Other). For the avoidance of doubt, any derivatives used by the Fund (regardless of purpose) will not be taken into consideration in this calculation. As a result, the calculation is therefore intended to represent the physical investments and holdings of the Fund.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Not applicable.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

Not applicable.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

Not applicable.

What is the minimum share of socially sustainable investments?

Not applicable.

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

As described above, the Fund may hold up to 10% maximum currencies, cash or money market instruments for cash management/liquidity purposes which will not be assessed for compliance with the above exclusion framework. Due to the neutral nature of the assets, no minimum safeguards have been put in place.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The indicators used to measure each of environmental or social characteristics are the exclusions based on the following parameters: 

· Level of involvement in Coal extraction and production; 

· Level of involvement in Unconventional Oil and Gas such as arctic oil and gas exploration extraction, oil sands extraction and Shale Energy extraction; 

· Level of involvement in Tobacco production and tobacco related products; 

· Level of involvement with recreational cannabis; 

· Companies involved in the manufacture of nuclear warheads or whole nuclear missiles outside of the Non-Proliferation Treaty; 

· Violation of any of the UN Global Compact’s principles, based on third parties data and the Investment Manager’s proprietary analysis and research 

Exclusions apply on a continuous basis during the life of the Fund. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

In order to assess companies around the above activities, it is used a combination of Sustainalytics and ISS (Institutional Shareholder Services) to assess compliance. However, this can be supplemented with other service providers where appropriate. This data is used in order to place trade restrictions on issuers that breach the defined thresholds. 

While there is broad coverage across the various systems, there is no one system that has complete coverage of the entire investment universe. As a result, investment teams will be responsible for conducting an assessment of companies for which data is not available, under the appropriate supervision and oversight of Invesco’s investment compliance and ESG teams. 

It has been also implemented a challenge process where if there is disagreement between a data vendor’s analysis of a company and the portfolio manager’s analysis of the company in relation to the above exclusionary criteria, the portfolio manager is able to request a review of the data leading to the restriction. This data review is done independently of the portfolio manager and of the compliance team, and is handled by the ESG research team. If the ESG research team determines that the restriction should not be applied to a particular issuer, then the trade restriction is lifted.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

In order to assess companies around the above activities, Invesco uses a combination of Sustainalytics and ISS (Institutional Shareholder Services) to assess compliance. However, this can be supplemented with other service providers where appropriate. 

Counterparty Selection 

While some counterparties may be excluded as investable entities under the above exclusion framework due to failure on one or more screens, it is felt that restricting their use as counterparties would impose an undue burden on the Fund and would impair Invesco’s ability to ensure best execution. 



Companies with clear transition plans 

While the purpose of the framework is to exclude companies that operate primarily in certain industries, Invesco recognise that some companies may be on a transition path and an immediate exclusion may not be in the best interests of shareholders. Investment teams along with the ESG team at Invesco have developed a framework to assess such companies based on objective and evidence-based criteria, ensuring that any company where the hard data is overwritten can be justified. 



Data overwrite 

It is recognised that some service provider methodologies may be backward-looking on their data and company assessment. As a result, to ensure that Invesco are not wholly reliant on data vendors, a process has been established to allow investment managers to challenge the data. Any scenario where the data vendor assessment is overruled will go through a comprehensive review process, with any reasons being clearly documented. 



Securities Lending 

To the extent the Fund engages in securities lending, the Fund will reserve the right to recall securities in advance of an important vote. In addition, the investment manager will ensure that any collateral received is aligned with this website disclosure. 

Disinvestment period 

Where a previously eligible company subsequently fails an appropriate screen, subject to secondary validation the investment teams will ensure disinvestment within a period of 60 days, subject to liquidity/regulatory and other factors. At all times the best interests of shareholders will be taken into consideration.



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

In order to assess companies around the above activities, Invesco uses a combination of Sustainalytics and ISS (Institutional Shareholder Services) to assess compliance. However, this can be supplemented with other service providers where appropriate. 



While there is broad coverage across the various systems, there is no one system that has complete coverage of the entire investment universe. As a result, the investment team will be responsible for conducting an assessment of companies for which data is not available, under the appropriate supervision and oversight of Invesco’s investment compliance and ESG teams. 



The Fund’s investment universe will be covered and assessed against the exclusion framework with the only exception of asset classes (including cash management and index derivatives) that are not aligned with the environmental or social characteristics promoted by the Fund and are further explained below.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

As mentioned above in “Data sources and processing”, except for the below, the Fund’s investment universe will be covered and assessed against the exclusion framework. 

Cash Management 

Currencies, cash and money market instruments that are held for cash management/ liquidity purposes may not be assessed for compliance within the above framework. Where cash equivalents are held for investment purposes, they will be compliant with the framework. 

Derivatives 

Index derivatives will not be assessed on a look-through basis, unless such an index has a significant allocation to prohibited activities. 

Green bonds from ineligible entities 

Bonds such as green bonds, climate bonds, social bonds as well as sustainability-linked bonds from companies that would ordinarily be ineligible may be eligible for inclusion by the sub-funds, subject to appropriate discussions between the investment and ESG teams. 

Government Debt 

Government debt (with the exceptions of sanctions investments as mentioned above) are not covered by the policy, however, quasi-sovereign debt will be treated as corporate debt and therefore assessed against the framework. 

Securitised Debt 

Securitised debt will be assessed based on the framework above with the exception of Collateralised Loan Obligations (CLOs), however, due to the nature of this asset class the certification process has been designed to ensure that Invesco look at the property/ collateral in making an assessment as to whether the debt is eligible under the framework (i.e. a revenue assessment does not make sense for Securitised Debt).



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

There are multiple levels of controls in place to ensure that the Fund does not invest in securities issued by issuers that violate or breach the aforementioned exclusionary criteria. The first step in this due diligence process is a review of the data received from ESG data vendors to ensure that each update file is as complete as possible before ingestion into internal systems. This includes an analysis of the changes between the current data file and previous data files, highlighting significant changes and potentially requesting confirmation of these changes. 

Issuers that breach the exclusionary criteria and thresholds are then restricted from being purchased by the compliance team. Where there is a security that a portfolio manager wishes to include in the Fund but that is not covered by an ESG data vendor, that portfolio manager will do primary research on the issuer and determine if the issuer should pass or fail based on the exclusionary criteria. This initial review is then cross-checked by Invesco’s dedicated ESG research team. If the ESG research team agrees with the portfolio manager’s assessment, the security is allowed. If the ESG team disagrees with the portfolio manager’s assessment, the review will be escalated to the chief investment officer overseeing the Fund for a final determination. A similar process is in place for data challenges where the portfolio manager believes there is a factual error in the ESG vendor’s data. 

Any changes to the ESG criteria of the fund must be reviewed and approved by Invesco’s ESG client strategies team. This team is composed of ESG professionals with experience working with both clients and portfolio managers in the creation of ESG-labelled or related products. This process ensures that the criteria selected represent industry best practices for ESG-related products.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Please click here to access Invesco’s engagement and proxy voting policy.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

The Fund has no specific index designated as a reference benchmark to determine whether the Fund is aligned with the environmental and/or social characteristics that it promotes. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the
environmental or social characteristics promoted by the financial product.

#20ther includes the remaining investments of the financial product which are neither aligned with the
environmental or social characteristics, nor are qualified as sustainable investments.
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The two graphs below show in green the minimum percentage of investments that are aligned with
the EU Taxonomy. As there is no appropriate methodology to determine the Taxonomy-alignment
of sovereign bonds®, the first graph shows the Taxonomy alignment in relation to all the
investments of the financial product including sovereign bonds, while the second graph shows the
Taxonomy alignment only in relation to the investments of the financial product other than
sovereign bonds.
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A. Summary

The Fund promotes environmental or social characteristics but does not have as its objective a sustainable investment.



The Fund promotes environmental and social characteristics by investing in equity

securities of issuers deemed to maintain favourable ESG characteristics.



Environmental characteristics include carbon intensity, carbon emissions, energy

efficiency, water and waste management and biodiversity, while social characteristics

include product safety, supply chain, health and safety and human rights.



The Fund partially intends to make sustainable investments.



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.



The Fund will invest:

(i) a minimum of 50% of its assets in issuers with favourable ESG characteristics, 

(ii) a minimum of 30% in sustainable investments of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 10% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 0% have a social objective.



In respect of its direct investments in corporate issuers, the fund is subject to:

a. firm-wide exclusions list, which includes cluster munitions and anti-personnel landmines, and

b. “Sustainable Fund Exclusion List”, which includes, but is not limited to, tobacco, weapons and thermal coal and

c. a principle-based screening policy which includes:

i. norms-based screening of issuers which the investment manager considers have failed to conduct their business in accordance with international norms, including as set out in the UNGC; and

ii. negative screening of certain sectors, issuers or practices based on specific ESG criteria where revenue thresholds may be applied.

d. Fineco Asset Management DAC Investment Exclusion Policy effective on 27 July 2022.

e. These exclusions and screens may be updated from time to time.



Attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle is monitored on a daily basis, using Fidelity’s internal compliance monitoring system and the sustainability indicators are monitored and measured on a quarterly basis.



Data is obtained from a combination of internal and external sources.



Limitations in data availability or methodological challenges may constrain Fidelity’s ability to generate insights into an individual issuer’s contribution towards promotion of environmental or social characteristics. However, these challenges may be mitigated by issuer engagement and Fidelity do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics promoted.



Due diligence on underlying assets is carried out by reference to ESG ratings and engagement.







B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The Fund determines a sustainable investment as follows: 

(a) issuers that undertake economic activities that contribute to one or more of the environmental objectives set out in the EU Taxonomy and qualify as environmentally sustainable in accordance with EU Taxonomy; or 

(b) issuers whereby the majority of their business activities (more than 50% of revenue) contribute to environmental or social objectives aligned with one or more of the United Nations Sustainable Development Goals (“SDGs”); or 

(c) issuers which have set a decarbonisation target consistent with a 1.5 degree warming scenario or lower (verified by the Science Based Target Initiative or a Fidelity Proprietary Climate Rating) which would be considered to contribute to environmental objectives; 

provided they do no significant harm, meet minimum safeguards and good governance criteria. 

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments are screened for involvement in activities that cause significant harm and controversies, assessed through a check that the issuer meets minimum safeguards and standards that relate to principal adverse indicators (PAIs) as well as performance on PAI metrics. This includes: 

Norms-based screens - the screening out of securities identified under Fidelity’s existing norms-based screens (as set out below); 

Activity-based screens - the screening out of issuers based on their participation in activities with significant negative impacts on society or the environment, including issuers that are considered to have a ‘Very Severe’ controversy using controversy screens, covering 1) environmental issues, 2) human rights and communities, 3) labour rights and supply chain, 4) customers, 5) governance; and 

PAI indicators: quantitative data (where available) on PAI indicators is used to evaluate whether an issuer is involved in activities that cause significant harm to any environmental or social objective.

How does this financial product take into account principal adverse impacts on sustainability factors?

For sustainable investments, as set out above, Fidelity undertakes a quantitative evaluation to identify issuers with challenging performance on PAI indicators. Issuers with a low score will be ineligible to be ‘sustainable investments’ unless Fidelity’s fundamental research determines that the issuer is not breaching “do no significant harm” requirements, or is on the path to mitigate the adverse impacts through effective management or transition.

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Norms-based screens are applied: Issuers identified as failing to behave in a way which meets their fundamental responsibilities in the areas of human rights, labour, environmental and anti-corruption as aligned with international norms including those set out by the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights, UN Global Compact (UNGC), ILO Standards International Labour Organisation (ILO) Conventions, are not considered sustainable investments. 

The EU Taxonomy sets out a “do not significant harm” principle by which Taxonomy-aligned investments should not significantly harm EU Taxonomy objectives and is accompanied by specific EU criteria. 

The “do no significant harm” principle applies only to those investments underlying the financial product that take into account the EU criteria for environmentally sustainable economic activities. The investments underlying the remaining portion of this financial product do not take into account the EU criteria for environmentally sustainable economic activities. 

Any other sustainable investments must also not significantly harm any environmental or social objectives.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes environmental and social characteristics by investing in securities of issuers with favourable ESG characteristics. Favourable ESG characteristics are determined by reference to ESG ratings. ESG ratings consider environmental characteristics including carbon intensity, carbon emissions, energy efficiency, water and waste management and biodiversity, as well as social characteristics including product safety, supply chain, health and safety and human rights. 



The Fund partially intends to make sustainable investments.



No reference benchmark has been designated for the purpose of attaining the environmental and social characteristics promoted.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

The investment objective of the Fund is to provide long-term capital growth by investing primarily in European companies. 

The Fund seeks to achieve its investment objective while promoting environmental, social and/or governance characteristics. 

The Fund seeks to achieve this objective by investing the majority of its assets (excluding cash and cash equivalents) in equity securities of companies across any sector or market capitalisation that are domiciled in, or carrying out the main part of their economic activity in, a European country that are listed on Recognised Markets. Such investments will comprise common stock including, but not limited to, publicly or real estate investment trusts ("REITs"). 

A minimum of 50% of the Fund’s assets will be invested in securities with favourable ESG characteristics. 

Favourable ESG characteristics are determined by reference to ESG ratings provided by external agencies and Fidelity ESG ratings. 

In respect of its direct investments in corporate issuers, the Fund is subject to: 

1. a firm-wide exclusions list, which includes cluster munitions and anti-personnel landmines, and 

2. a norms-based screening of issuers which the investment manager considers have failed to conduct their business in accordance with international norms, including as set out in the UNGC. 

3. Fineco Asset Management DAC Investment Exclusion Policy effective on 27 July 2022. 

The above exclusions and screens (the “Exclusions”) may be updated from time to time. Please refer to the website for further information on the Sustainable investing framework (fidelityinternational.com) and further details on the Exclusion Policy can be found on the Management Company’s website at the following link FAM - Sustainability | Fineco FAM - Fineco FAM (finecoassetmanagement.com) 

The investment manager also has discretion to implement enhanced, stricter sustainable requirements and exclusions from time to time.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The Mandate will invest: 

(i) a minimum of 50% of its assets in issuers with favourable ESG characteristics, 

(ii) a minimum of 30% in sustainable investments of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 10% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 0% have a social objective. 

In addition, the Fund will systematically apply the Exclusions as described above. 

The Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See link below to the Manager's website for more detail on the application of the exclusion policy.

What is the policy to assess good governance practices of the investee companies?

The governance practices of issuers are assessed using fundamental research, including Fidelity ESG ratings, data regarding controversies and UN Global Compact violations. 

Key points that are analysed include track record of capital allocation, financial transparency, related party transactions, board independence and size, executive pay, auditors and internal oversight, minority shareholder rights, among other indicators.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

This question is not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

Yes

No



Yes, Principal adverse impacts on sustainability factors are considered through and incorporated into investment decisions through a variety of tools, including: 

(i) Due Diligence - analysis of whether principle adverse impacts are material and negative. 



(ii) ESG rating - Fidelity references ESG ratings which incorporate material principal adverse impacts such as carbon emissions, employee safety and bribery and corruption, water management. For sovereign issued securities, principal adverse impacts are considered through and incorporated into investment decisions using ratings which incorporate material principal adverse impacts such as carbon emissions, social violations and freedom of expression. 



(iii) Exclusions - When investing directly in corporate issuers, the Fund applies the Exclusions (as defined below) to help mitigate PAI through excluding harmful sectors and prohibiting investment in issuers that breach international standards, such as the UNGC. 



(iv) Engagement - Fidelity uses engagement as a tool to better understand principal adverse impacts on sustainability factors and, in some circumstances, advocate for enhancing principal adverse impacts and sustainability metrics. Fidelity participates in relevant individual and collaborative engagements that target a number of principal adverse impacts (i.e. Climate Action 100+, Investors Against Slavery and Trafficking APAC). 



(v) Voting - Fidelity’s voting policy includes explicit minimum standards for board gender diversity and engagement with climate change. Fidelity may also vote to enhance issuer performance on other indicators. 



(vi) Quarterly reviews - monitoring of principal adverse impacts through the Fund’s quarterly review process.



The specific PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability. In certain circumstances, such as indirect investments made by the Fund, PAI may not be considered.





E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Fund aims to invest: 



(i) A minimum of 50% of its assets in securities of issuers with favourable ESG characteristics, 



(ii) A minimum of 30% in sustainable investments (#1A sustainable)* of which a minimum of 0% have an environmental objective (which is aligned with the EU Taxonomy), a minimum of 10% have an environmental objective (which is not aligned with the EU Taxonomy) and a minimum of 0 %have a social objective. 



(#1B Other E/S characteristics) Includes securities of issuers with favourable ESG characteristics but are not sustainable investments. 



*Fidelity determines the minimum overall percentage of sustainable investments on the basis of including issuers, as described above, whereby more than 50% of revenue contributes to a sustainable investment objective. 



How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Where the security underlying a derivative has favourable ESG characteristics in accordance with Fidelity's Sustainable Investing Framework, the derivative may be included in determining the proportion of the Fund dedicated to promotion of environmental or social characteristics. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

The Fund invests a minimum of 0% in sustainable investments with an environmental objective aligned with the EU Taxonomy. The compliance of the investments of the Fund with the EU Taxonomy will not be subject to an assurance by auditors or a review by third parties. 



The taxonomy alignment of the underlying investments of the Fund is measured by turnover.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

The Fund invests a minimum of 10% in sustainable investments with an environmental objective that is not aligned with the EU Taxonomy. 

What is the minimum share of socially sustainable investments?

The Fund invests a minimum of 0% in sustainable investments with a social objective. 

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The remaining investments of the Fund will be invested in assets aligned with the financial objective of the Fund, cash and cash equivalents for liquidity purposes and derivatives which may be used for investment and efficient portfolio management. 

As a minimum environmental and social safeguard, the Fund will adhere to the Exclusions.  







F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The Fund uses the following sustainability indicators in order to measure the attainment of the environmental or social characteristics that it promotes: 

i) the percentage of the Fund invested in securities of issuers with favourable ESG characteristics in accordance with Fidelity’s Sustainable Investing Framework; 

ii) the percentage of the Fund invested in securities of issuers with exposure to the Exclusions; 

iii) the percentage of the Fund invested in sustainable investments. 



How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Both Fidelity’s investment directors and the portfolio compliance team monitor attainment of the environmental or social characteristics promoted throughout the Fund’s lifecycle on a daily basis, using Fidelity’s internal compliance monitoring system.

The sustainability indicators are monitored by Fidelity’s sustainable investing team on a quarterly basis.

The Fund’s periodic disclosures report on the extent to which the Fund has attained the environmental or social characteristics promoted and the sustainability indicators during the period.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The attainment of sustainability indicators is measured by Fidelity’s sustainable investing team on a quarterly basis, using data obtained from daily monitoring of the environmental or social characteristics promoted by the Fund. 





H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
Data is obtained from a combination of internal and external sources.
External sources include:
MSCI and Factset that provide data on principal adverse impacts, controversy data and ESG ratings data;
Institutional Shareholder Services (ISS) that provide carbon data, climate data and data on UN Global Compact violators;
Moody’s that provide EU Taxonomy data.
Internal sources include Fidelity Sustainability Ratings, which complement the third-party sourced ESG ratings and controversy data for exclusions and qualitative assessments.


Measures taken to ensure data quality
When a data provider is initially onboarded by Fidelity, an assessment of data quality and an evaluation of data samples is made.
Fidelity assesses the quality of MSCI ESG ratings data on an ongoing daily basis, using broad statistics to check data points for accuracy and completeness.
Fidelity also performs certain manual checks from time to time on externally sourced data.



How data is processed
Data is processed in accordance with applicable local laws on processing of data and in accordance with Fidelity’s policies on data processing.



Proportion of data that is estimated
Fidelity does not generally estimate data, although may do so in certain circumstances. External data providers may estimate data.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

Limitations in data availability or methodological challenges may constrain Fidelity’s ability to generate insights into an individual issuer’s contribution towards a sustainability objective. The data used is in part provided by external data providers, which may apply different models and may contain inaccurate or incomplete data. In case of insufficient data, these data providers may rely on estimates and approximations using internal methodologies that may be subjective. These methodologies may also vary for each data provider. As the Fund relies in part on this data when making investment decisions, it might have a negative impact on the performance of the Fund. However, these challenges may be mitigated by issuer engagement and Fidelity do not expect these constraints to have a material impact on the Fund’s ability to achieve the environmental or social characteristics. In addition, Fidelity continue to seek alternative data providers and aim to introduce additional proprietary tools to help bridge data gaps and to provide alternative insight into an issuers performance on sustainability issues and will continue to evolve Fidelity’s ESG ratings to reflect evolving best practice.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

Due diligence on underlying assets is carried out by reference to:
(i) ESG ratings which incorporate analysis of the environmental and social characteristics of an issuer and consideration of material principal adverse impacts such as carbon emissions, employee safety and bribery and corruption, water management and, for sovereign issued securities, ratings used incorporate consideration of material principal adverse impacts such as carbon emissions, social violations and freedom of expression. Fidelity ESG ratings for each issuer are reviewed on an annual basis.

(ii) Engagement - Fidelity uses engagement as a tool to better understand issuers and, in some circumstances, advocate for change. Fidelity participates in relevant individual and collaborative engagements that target a number of principal adverse impacts (i.e. Climate Action 100+, Investors Against Slavery and Trafficking APAC).

The Sustainable Investing frameworks and activities are overseen by the Fidelity Sustainable Investing Operating Committee (the ‘SIOC’). The SIOC is responsible for setting the policies and objectives of Fidelity as they relate to sustainable investing and oversee the implementation and delivery of these policies and objectives. This committee is comprised of Fidelity senior executives from across Fidelity’s business units, including the Global Head of Stewardship and Sustainable Investing. In addition, the SIOC is responsible for the conduct, oversight and execution of Fidelity’s ownership rights in investee issuers, including engagement and proxy voting activities.

The Fidelity Sustainable Investing frameworks and Fidelity ESG Ratings have been reviewed and validated by Fidelity internal risk and internal audit teams.







K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

No

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Engagement and voting form part of the Fund’s consideration of principal adverse impacts on sustainability factors but are not part of the investment strategy.

The Investment Manager’s Sustainable Investing Principles and Voting Policy sets out how it may integrate shareholder engagement in investment strategies. Engagements can be undertaken to gain a deeper understanding of an issuer’s sustainability and impact on environmental and social factors practices to better inform investment decisions and to use influence to improve the sustainability practices of issuers.

The Investment Manager seeks to maintain an ongoing dialogue with management of issuers. Formal meetings are typically held with most issuers at least twice a year. In addition to these regular dialogues, there are a variety of other opportunities for ESG-focussed engagements including those in response to a controversy or adverse event, or if flagged for engagement during the Fidelity Sustainability Rating assessment process, a thematic engagement on a particular sustainable investing issue, in response to an issuer’s request for engagement on a specific governance or corporate event, or through involvement with a third-party engagement forum. Once the Investment Manager has identified an engagement opportunity, a constructive dialogue starts with issuers to explain the Investment Manager’s beliefs and expectations, and to encourage shifts in long term behaviour.

The Investment Manager documents engagements with issuers in a centralised application platform, which is available to the entire investment team. Engagements can have various timeframes depending on the materiality and urgency of the topic in discussion. A lack of impact of the engagement can lead to a worsened Fidelity Sustainability Rating or lead to considerations around voting and divestment.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?
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How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

An index has not been designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes. 

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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#1 Aligned with E/S characteristics includes the investments of the financial product used to attain the
environmental or social characteristics promoted by the financial product.

#20ther includes the remaining investments of the financial product which are neither aligned with the
environmental or social characteristics, nor are qualified as sustainable investments.

The category #1 Aligned with E/S characteristics covers:

- The sub-category #1A Sustainable covers sustainable investments with environmental or social
objectives.

- The sub-category #1B Other E/S characteristics covers investments aligned with the environmental or
social characteristics that do not qualify as sustainable investments.
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The two graphs below show in green the minimum percentage of investments that
are aligned with the EU Taxonomy. As there is no appropriate methodology to
determine the Taxonomy-alignment of sovereign bonds*, the first graph shows the
Taxonomy alignment in relation to all the investments of the financial product
including sovereign bonds, while the second graph shows the Taxonomy alignment
only in relation to the investments of the financial product other than sovereign
bonds.
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A. Summary


The Fund promotes environmental or social characteristics, but does not have as its objective sustainable investment. The Fund may allocate to sustainable investments of any type. The Investment Manager uses a series of proprietary tests based on available data to determine whether and how an investment makes positive contribution(s) towards environmental and social objectives. Sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective as they are required to pass a series of tests. The Investment Manager’s research process includes consideration of Principal Adverse Impact indicators for all investments where data is available, which allows the Investment Manager to make informed investment decisions. Investments held by the Fund are then subject to ongoing monitoring and a quarterly review process.  All investments purchased by the Fund must pass the Investment Manager’s good governance tests, and in addition, sustainable investments must also pass tests to confirm they do no significant harm. These tests embed a consideration of the OECD Guidelines and UN Guiding Principles. 



The Fund promotes the use of an Exclusionary Approach and a Positive ESG Tilt. The Fund excludes certain potential investments from its investment universe to mitigate potential negative effects on the environment and society. In constructing a portfolio positively tilted towards investments with better ESG characteristics, the Investment Manager may nonetheless invest in investments across the full spectrum of ESG ratings.



Consideration of ESG Factors is fully integrated into analysis and investment decisions. In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. The Investment Manager operates a data driven quantitative good governance test used to consider investments into companies. For sustainable investments, principal adverse impacts are a key part of assessing such investments do not do significant harm as explained above.



The Investment Manager expects at least 70% of the Fund to be aligned to the promoted E/S characteristics. At least 20% of the Fund will be in Sustainable Investments. Whilst the minimum mandatory allocation to Taxonomy-aligned sustainable investments is 0%, the Fund is permitted to allocate to such investments, which would form part of its overall allocation to sustainable investments with environmental objectives. Derivatives used to take investment exposure to diversified financial indices, and funds may be held for any reason permitted by the Fund’s investment policy and will be subject to such minimum environmental or social safeguard tests as the Investment Manager considers appropriate, for example a minimum weighted ESG score test. No minimum environmental or social safeguards are applied to FX derivatives. 



The Fund's exclusions are coded and monitored on a pre and post trade basis as investment restrictions to prevent and detect investments that would not be compliant with the stated exclusions. The Fund's Positive ESG Tilt is coded and monitored on a pre and post trade basis as an investment restriction to prevent the Fund being managed in a way that is not compliant with the binding characteristic of the Positive ESG Tilt. The relevant characteristic is reported on as part of the SFDR reporting.



Information can be sourced from third party data vendors including companies such as MSCI, Bloomberg or sourced from proprietary research and analysis. Data received from third party vendors typically comes from reputable and, in some cases, audited sources, such as annual reports of sustainability reports. Upon receipt, the data is checked by the analysts. To ensure that interpretation of data is consistent, benchmarking exercises are performed where appropriate. Data is processed through a combination of external and internal proprietary systems and digital platform tools which monitor the exposure of the funds both at fund and security level both pre and post trade.



There are a variety of methods that can be used to measure the attainment of the environmental or social characteristics promoted by the Fund using the sustainability indicators depending on the asset class or information type, such as binary pass/fail test (e.g. exclusion of sanctioned companies or countries) and proprietary analysis to form an assessment of the sustainability characteristics (e.g. net zero alignment).  



Incomplete, inaccurate or unavailable ESG data may also act as a methodological limitation to a non-financial investment strategy. Where limitations in the methodologies and data have been identified, the Investment Manager seeks to mitigate these through governance and oversight.



ESG due diligence is carried out as a part of fundamental investment research. Research analysts assess the Principal Adverse Impact metrics and identify key sustainability risks in order to evaluate and express their materiality for the subject company or investment. Appropriate consideration of ESG factors is a mandatory objective in the due diligence process for analysts and fund managers. 



Engagement is part of the environmental or social investment strategy. The Investment Manager undertakes all investment stewardship engagements and proxy voting with the goal of protecting and enhancing the long-term value of client’s assets, with engagement representing an integral part of how the Investment Manager integrates ESG considerations in its investment process.



No reference benchmark has been designated to determine whether this Fund is aligned with the environmental or social characteristics that it promotes.





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The Fund may allocate to sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment. 

The Investment Manager uses a series of proprietary tests based on available data to determine whether and how an investment makes positive contribution(s) towards environmental and social objectives. 

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective as they are required to pass a series of tests, including: 

1. Whether they represent significant exposure to businesses the Investment Manager considers harmful 

2. Principal Adverse Impact indicators considered to render the investment incompatible with sustainable investment (violations of the UN Global Compact Principles or the OECD Guidelines for Multinational Enterprises, social violations by sovereigns such as being subject to sanctions, negative effects on biodiversity sensitive areas)

3. Other Principal Adverse Impact indicators form part of a materiality assessment to understand whether any exposures are compatible with sustainable investment

How does this financial product take into account principal adverse impacts on sustainability factors?

The Investment Manager’s research process includes consideration of Principal Adverse Impact indicators for all investments where data is available (i.e. not just for sustainable investments), which allows the Investment Manager to make informed investment decisions. 

The Fund’s consideration of Principal Adverse Impact indicators is used as part of understanding the operating practices of the investments purchased by the Fund. 

Investments held by the Fund are then subject to ongoing monitoring and a quarterly review process. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

All investments purchased by the Fund must pass the Investment Manager’s good governance tests, and in addition, sustainable investments must also pass tests to confirm they do no significant harm, as described above. These tests embed a consideration of the OECD Guidelines and UN Guiding Principles.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes the use of an Exclusionary Approach and a Positive ESG Tilt (as defined below): 

The Fund excludes certain potential investments from its investment universe to mitigate potential negative effects on the environment and society (“Exclusionary Approach”). 

The Fund maintains a weighted average ESG rating that is either:

1. Higher than that of the equity market as represented by its investment universe; or

2. Equivalent to at least an MSCI A rating, whichever is lower (“Positive ESG Tilt”). 

In constructing a portfolio positively tilted towards investments with better ESG characteristics, the Investment Manager may nonetheless invest in investments across the full spectrum of ESG ratings. At an individual security level, the Investment Manager favours investments with better ESG characteristics where this is not detrimental to the pursuit of the financial investment objective. 

No reference benchmark has been designated for the purpose of attaining the Fund’s promoted environmental and/or social characteristics.



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

Consideration of ESG Factors is fully integrated into analysis and investment decisions. 

In order to identify securities for purchase, the Investment Manager reduces the potential investment universe as follows: 

1. The exclusions listed in the ESG Criteria and contained in the Manager’s exclusion policy are screened out. 



2. The Investment Manager then performs further analysis, including consideration of ESG factors, to identify and take advantage of investment opportunities. The Investment Manager favours issuers with better ESG characteristics where this is not detrimental to the pursuit of the financial investment objective. This process should result in a portfolio with better ESG characteristics. In constructing a portfolio positively tilted towards investments with better ESG characteristics, the Investment Manager may nonetheless invest in investments across the full spectrum of ESG ratings. 



3. The Investment Manager then performs further analysis to consider the valuation of these companies and the appropriate time to purchase in consideration of the Fund’s financial objective. 

The Fund’s ESG Criteria apply to at least: 

· 90% of equities issued by large capitalisation companies in developed countries; debt securities, money market instruments with an investment grade credit rating; and sovereign debt issued by developed countries; 



· 75% of equities issued by large capitalisation companies in emerging market countries; equities issued by small and mid-capitalisation companies in any country; debt securities and money market instruments with a high yield credit rating; and sovereign debt issued by emerging market countries. 

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The following elements are binding: 

· The Fund’s exclusions; 



· The Fund’s Positive ESG Tilt; 



· The amount of the Fund aligned to the promoted environmental and/or social characteristics; and 



· Minimum levels of sustainable investments. 

In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy. 

Where it is in the best interests of investors, the Fund may temporarily deviate from one or more of these elements, for example if the Investment Manager considers it prudent to hold high levels of cash in response to market conditions.

What is the policy to assess good governance practices of the investee companies?

The Investment Manager operates a data driven quantitative good governance test used to consider investments into companies. The Investment Manager excludes investments in securities that are considered as failing the Investment Manager’s good governance test. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?
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Yes, for sustainable investments, principal adverse impacts are a key part of assessing such investments do not do significant harm as explained above. For other investments the Investment Manager’s research process includes consideration of Principal Adverse Impact indicators for all investments where data is available, which allows the Investment Manager to make informed investment decisions, as explained above. 



Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report.





E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Investment Manager expects at least 70% of the Fund to be aligned to the promoted E/S characteristics. At least 20% of the Fund will be in Sustainable Investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Not applicable.

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

Whilst the minimum mandatory allocation to Taxonomy-aligned sustainable investments is 0%, the Fund is permitted to allocate to such investments, which would form part of its overall allocation to sustainable investments with environmental objectives.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

5%

What is the minimum share of socially sustainable investments?

5%

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The Fund may hold cash, near cash and money market funds and derivatives as “Other” investments, for any purpose permitted by the Fund’s investment policy. No minimum environmental or social safeguards are applied, other than as set out below. 

Derivatives used to take investment exposure to diversified financial indices, and funds (i.e. UCITS and other UCIs) may be held for any reason permitted by the Fund’s investment policy and will be subject to such minimum environmental or social safeguard tests as the Investment Manager considers appropriate, for example a minimum weighted ESG score test. No minimum environmental or social safeguards are applied to FX derivatives. 

The Fund may also hold as Other investments those investments where insufficient data exists to determine the investments’ alignment with the promoted characteristics.

It is also possible that the Fund may hold investments that are not in line with the promoted characteristics, e.g. as a result of a merger or other corporate action, or as a result of the characteristics of a previously acquired investment changing. Where this happens, the Fund will generally seek to dispose of them in the best interests of investors, but may not always be able to do so immediately.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The sustainability indicators selected to demonstrate the attainment of the promoted environmental and/or social characteristics are: 

· Exclusionary approach: Percentage (%) of NAV held in excluded investments 

· Positive ESG Tilt: Portfolio weighted average ESG score versus investment universe weighted average ESG score or versus the ESG score corresponding to the lowest numerical value of the MSCI A rating. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The Fund's exclusions are coded and monitored on a pre and post trade basis as investment restrictions to prevent and detect investments that would not be compliant with the stated exclusions. Incidents are recorded, and resolved through an incident investigation process, and are reported as part of the SFDR reporting. 

The Fund's Positive ESG Tilt is coded and monitored on a pre and post trade basis as an investment restriction to prevent the Fund being managed in a way that is not compliant with the binding characteristic of the Positive ESG Tilt. The relevant characteristic is reported on as part of the SFDR reporting.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125364327]There are a variety of methods that can be used depending on the asset class or information type:

· binary pass/fail test e.g. exclusion of sanctioned companies or countries 

· meets or exceeds a specific threshold e.g. revenue to contributes to an environmental outcome, or more than % of board diversity 

· industry certification evidencing sustainability performance e.g. Climate Bond Initiative (CBI) certified bond 

· contributes a set % of revenue to a climate, environmental or social cause

· proprietary analysis to form an assessment of the sustainability characteristics e.g. net zero alignment

In the case that particular data points are not available or insufficient, it is expected that the Investment Manager's own assessment will be sufficient.

 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
Information can be sourced from third party data vendors including companies such as MSCI, Bloomberg or sourced from proprietary research and analysis.


Measures taken to ensure data quality
Data received from third party vendors typically comes from reputable and, in some cases, audited sources, such as annual reports of sustainability reports. Upon receipt, the data is checked by the analysts. To ensure that interpretation of data is consistent, benchmarking exercises are performed where appropriate. Collected ESG data is evaluated via use of a proprietary ESG scorecard, which is populated by the analysts.



How data is processed
Data is processed through a combination of external and internal proprietary systems and digital platform tools which monitor the exposure of the funds both at fund and security level both pre and post trade.


Proportion of data that is estimated
Use of estimated data is limited. However when an estimation is needed proprietary analysis and tools are used. For example, if a portfolio company does not disclose its greenhouse gas emissions, an estimation is made using the Investment Manager’s proprietary carbon emission tool which estimates portfolio companies’ carbon intensity levels.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

ESG information from third party data providers and/or obtained directly from the issuers may be incomplete, inaccurate, stale or unavailable. As a result, there is a risk that the Fund may incorrectly assess an issuer. This in turn can result in the incorrect inclusion or exclusion of a company in the portfolio of the Fund. Incomplete, inaccurate or unavailable ESG data may also act as a methodological limitation to a non-financial investment strategy (such as the application of ESG risk and opportunity characteristics). Where identified, the Investment Manager will seek to mitigate this risk through its own assessment and take any appropriate remediation as necessary. 

Where limitations in the methodologies and data have been identified, the Investment Manager seeks to mitigate these through governance and oversight. Whilst, as with financial data, it is impossible to completely eliminate the risk of impact of an external data vendor error, the Investment Manager does conduct its own reviews and challenges where it believes investments have been misclassified. Where the methodologies and/or data are insufficient post mitigation to evidence that an investment is in compliance with the promoted characteristics, such investment may only be purchased if it is suitable for inclusion as an “Other” investment, and the Investment Manager will continue to consider what further information can be obtained through additional research. 



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



ESG due diligence is carried out as a part of fundamental investment research. Research analysts assess the Principal Adverse Impact metrics and identify key sustainability risks in order to evaluate and express their materiality for the subject company or investment. Analysts reflect their assessments in either written research or an ESG Scorecard. 

Where applicable, the analyst uses the ESG Scorecard to evaluate 15 mandatory and common factors and additional idiosyncratic factors deemed relevant to the subject company’s risk profile and business mix. The mandatory factors for evaluation are as follows: 

· Climate: Disclosure, Intensity, Footprint, Vulnerability, Intent 

· Governance: Ownership & Control, Political Interference & Sovereign Concerns, Strategy and Financial policy, Disclosure and Transparency, Board, Regulation, Compliance and Oversight, Cybersecurity, Corporate culture and controversy 

· Social: Modern Slavery, Diversity & Inclusion 

· Sector-specific Key Issues determined from the SASB Materiality Map. 

In addition to the proprietary assessments described above, investment decision-making may also take account of third party ESG ratings, where available. 

Appropriate consideration of ESG factors is a mandatory objective in the due diligence process for analysts and fund managers. 

The section above entitled ‘Monitoring of environmental or social characteristics’ details the controls associated with the components of due diligence listed herein.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

The Investment Manager believes that the long-term success of companies is supported by effective investor stewardship and high standards of corporate governance. The Investment Manager believes that if a company is run well, and sustainably, it is more likely to be successful in the long run. The Investment Manager undertakes all investment stewardship engagements and proxy voting with the goal of protecting and enhancing the long-term value of client’s assets, with engagement representing an integral part of how the Investment Manager integrates ESG considerations in its investment process. The Investment Manager is committed to being transparent about how it conducts investment stewardship activities in support of long-term sustainable performance for its clients. The precise nature of the engagement will vary depending on the investments held, but these overarching principles will inform the Investment Manager's conduct when engaging with companies, whether through voting equities in general meetings or in the Investment Manager’s participation in bondholder committees.

L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

No reference benchmark has been designated to determine whether this Fund is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 
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A. Summary


The Fund promotes environmental or social characteristics, but does not have as its objective sustainable investment. The Fund may allocate to sustainable investments of any type. The Investment Manager uses a series of proprietary tests based on available data to determine whether and how an investment makes positive contribution(s) towards environmental and social objectives. Sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective as they are required to pass a series of tests. The Investment Manager’s research process includes consideration of Principal Adverse Impact indicators for all investments where data is available, which allows the Investment Manager to make informed investment decisions. Investments held by the Fund are then subject to ongoing monitoring and a quarterly review process. All investments purchased by the Fund must pass the Investment Manager’s good governance tests, and in addition, sustainable investments must also pass tests to confirm they do no significant harm, as described above. These tests embed a consideration of the OECD Guidelines and UN Guiding Principles.



The Fund promotes the use of an Exclusionary Approach and a Positive ESG Tilt. The Fund excludes certain potential investments from its investment universe to mitigate potential negative effects on the environment and society. Consideration of ESG Factors is fully integrated into analysis and investment decisions. The Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. The Investment Manager operates a data driven quantitative good governance test used to consider investments into companies. For sustainable investments, principal adverse impacts are a key part of assessing such investments do not do significant harm.



The Investment Manager expects at least 70% of the Fund to be aligned to the promoted E/S characteristics. At least 20% of the Fund will be in Sustainable Investments. Whilst the minimum mandatory allocation to Taxonomy-aligned sustainable investments is 0%, the Fund is permitted to allocate to such investments, which would form part of its overall allocation to sustainable investments with environmental objectives. Derivatives used to take investment exposure to diversified financial indices (excluding technical trades), and funds may be held for any reason permitted by the Fund’s investment policy and will be subject to such minimum environmental or social safeguard tests as the Investment Manager considers appropriate, for example a minimum weighted ESG score test. 



The Fund's exclusions are coded and monitored on a pre and post trade basis as investment restrictions to prevent and detect investments that would not be compliant with the stated exclusions. The Fund's Positive ESG Tilt is coded and monitored on a pre and post trade basis as an investment restriction to prevent the Fund being managed in a way that is not compliant with the binding characteristic of the Positive ESG Tilt.



Data received from third party vendors typically comes from reputable and, in some cases, audited sources, such as annual reports of sustainability reports. To ensure that interpretation of data is consistent, benchmarking exercises are performed where appropriate. Data is processed through a combination of external and internal proprietary systems and digital platform tools which monitor the exposure of the funds both at fund and security level both pre and post trade. Use of estimated data is limited. However when an estimation is needed proprietary analysis and tools are used.



There are a variety of methods that can be used to measure the attainment of the environmental or social characteristics promoted by the Fund using the sustainability indicators depending on the asset class or information type, such as binary pass/fail test (e.g. exclusion of sanctioned companies or countries) and proprietary analysis to form an assessment of the sustainability characteristics (e.g. net zero alignment).  



Incomplete, inaccurate or unavailable ESG data may also act as a methodological limitation to a non-financial investment strategy. Where limitations in the methodologies and data have been identified, the Investment Manager seeks to mitigate these through governance and oversight. 



ESG due diligence is carried out as a part of fundamental investment research. Research analysts assess the Principal Adverse Impact metrics and identify key sustainability risks in order to evaluate and express their materiality for the subject company or investment. Appropriate consideration of ESG factors is a mandatory objective in the due diligence process for analysts and fund managers. 



[bookmark: _Hlk127868254]Engagement is part of the environmental or social investment strategy. The Investment Manager undertakes all investment stewardship engagements and proxy voting with the goal of protecting and enhancing the long-term value of client’s assets, with engagement representing an integral part of how the Investment Manager integrates ESG considerations in its investment process.



No reference benchmark has been designated to determine whether this Fund is aligned with the environmental or social characteristics that it promotes.

 



B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

The Fund may allocate to sustainable investments of any type, i.e. investments with an environmental, and/or a social objective. The Fund is not required to favour any specific type of sustainable investment. The Investment Manager uses a series of proprietary tests based on available data to determine whether and how an investment makes positive contribution(s) towards environmental and social objectives. 

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Sustainable investments that the Fund intends to make do not cause significant harm to any environmental or social sustainable investment objective as they are required to pass a series of tests, including: 

1. Whether they represent significant exposure to businesses the Investment Manager considers harmful 

2. Principal Adverse Impact indicators considered to render the investment incompatible with sustainable investment (violations of the UN Global Compact Principles or the OECD Guidelines for Multinational Enterprises, social violations by sovereigns such as being subject to sanctions, negative effects on biodiversity sensitive areas)

3. Other Principal Adverse Impact indicators form part of a materiality assessment to understand whether any exposures are compatible with sustainable investment

How does this financial product take into account principal adverse impacts on sustainability factors?

The Investment Manager’s research process includes consideration of Principal Adverse Impact indicators for all investments where data is available (i.e. not just for sustainable investments), which allows the Investment Manager to make informed investment decisions. 

The Fund’s consideration of Principal Adverse Impact indicators is used as part of understanding the operating practices of the investments purchased by the Fund. 

Investments held by the Fund are then subject to ongoing monitoring and a quarterly review process. 

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

All investments purchased by the Fund must pass the Investment Manager’s good governance tests, and in addition, sustainable investments must also pass tests to confirm they do no significant harm, as described above. These tests embed a consideration of the OECD Guidelines and UN Guiding Principles.



C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The Fund promotes the use of an Exclusionary Approach and a Positive ESG Tilt (as defined below): 

The Fund excludes certain potential investments from its investment universe to mitigate potential negative effects on the environment and society. For securitised investments such as asset-backed securities (ABS), this also includes assessing them against the Investment Manager’s proprietary scoring methodology (“Exclusionary Approach”).

The Fund maintains a weighted average ESG rating that is higher than that of its investment universe (“Positive ESG Tilt”). In constructing a portfolio positively tilted towards investments with better ESG characteristics, the Investment Manager may nonetheless invest in investments across the full spectrum of ESG ratings. At an individual security level, the Investment Manager favours investments with better ESG characteristics where this is not detrimental to the pursuit of the financial investment objective. No reference benchmark has been designated for the purpose of attaining the Fund’s promoted environmental and/or social characteristics.



D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

Consideration of ESG Factors is fully integrated into analysis and investment decisions. In order to identify securities for purchase, the Investment Manager reduces the potential investment universe as follows: 

1. The exclusions listed in the ESG Criteria are screened out. 



2. The Investment Manager then performs further analysis, including consideration of ESG factors, to identify and take advantage of investment opportunities. The Investment Manager favours issuers with better ESG characteristics where this is not detrimental to the pursuit of the financial investment objective. This process should result in a portfolio with better ESG characteristics. In constructing a portfolio positively tilted towards investments with better ESG characteristics, the Investment Manager may nonetheless invest in investments across the full spectrum of ESG ratings. 



3. The Investment Manager then performs further analysis to consider the valuation of these companies and the appropriate time to purchase in consideration of the Fund’s financial objective. 

The Fund’s ESG Criteria apply to at least: 

· 90% of debt securities, money market instruments with an investment grade credit rating; sovereign debt issued by developed countries; and equities issued by large capitalisation companies in developed countries; 



· 75% of debt securities and money market instruments with a high yield credit rating; sovereign debt issued by emerging market countries; equities issued by large capitalisation companies in emerging market countries; and equities issued by small and mid-capitalisation companies in any country.

The Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. See the Manager's website for more detail on the application of the exclusion policy.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

The following elements are binding: 

· The Fund’s exclusions; 



· The Fund’s Positive ESG Tilt; 



· The amount of the Fund aligned to the promoted environmental and/or social characteristics; and 



· Minimum levels of sustainable investments. 

Where it is in the best interests of investors, the Fund may temporarily deviate from one or more of these elements, for example if the Investment Manager considers it prudent to hold high levels of cash in response to market conditions. 

What is the policy to assess good governance practices of the investee companies?

The Investment Manager operates a data driven quantitative good governance test used to consider investments into companies. The Investment Manager excludes investments in securities that are considered as failing the Investment Manager’s good governance test. 

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.

Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes
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Yes, for sustainable investments, principal adverse impacts are a key part of assessing such investments do not do significant harm as explained above. For other investments the Investment Manager’s research process includes consideration of Principal Adverse Impact indicators for all investments where data is available, which allows the Investment Manager to make informed investment decisions, as explained above. 



Information on how the principal adverse impacts were taken into account will be provided in the Fund’s annual report.





E. Proportion of Investments



What is the planned asset allocation for this financial product?
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The Investment Manager expects at least 70% of the Fund to be aligned to the promoted E/S characteristics. At least 20% of the Fund will be in Sustainable Investments.

How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Derivatives may be considered aligned with the promoted environmental and/or social characteristics on the following basis: 

Exclusions: 

1. Where a derivative represents exposure to a single name it must be a permitted investment for the Fund. 

2. Where a derivative represents exposure to a diversified financial index, it must deliver an evidencable alignment to the promoted characteristics. 

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

Whilst the minimum mandatory allocation to Taxonomy-aligned sustainable investments is 0%, the Fund is permitted to allocate to such investments, which would form part of its overall allocation to sustainable investments with environmental objectives.
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What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

5%

What is the minimum share of socially sustainable investments?

5%

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

The Fund may hold cash, near cash and money market funds, FX, interest rate derivatives and similar derivatives (which may include certain technical trades such as government bond futures used for duration trades) as “Other” investments, for any purpose permitted by the Fund’s investment policy. No minimum environmental or social safeguards are applied. 

Derivatives used to take investment exposure to diversified financial indices (excluding technical trades), and funds (i.e. UCITS and other UCIs) may be held for any reason permitted by the Fund’s investment policy and will be subject to such minimum environmental or social safeguard tests as the Investment Manager considers appropriate, for example a minimum weighted ESG score test. 

The Fund may also hold as Other investments those investments where insufficient data exists to determine the investments’ alignment with the promoted characteristics. It is also possible that the Fund may hold investments that are not in line with the promoted characteristics, e.g. as a result of a merger or other corporate action, or as a result of the characteristics of a previously acquired investment changing. Where this happens, the Fund will generally seek to dispose of them in the best interests of investors, but may not always be able to do so immediately.



F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

 The sustainability indicators selected to demonstrate the attainment of the promoted environmental and/or social characteristics are: 

· Exclusionary approach: Percentage (%) of NAV held in excluded investments

· Exclusionary approach: Percentage (%) of ABS below the Investment Manager’s threshold for alignment 

· Positive ESG Tilt: Portfolio weighted average ESG score versus investment universe weighted average ESG score. 

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

The Fund's exclusions are coded and monitored on a pre and post trade basis as investment restrictions to prevent and detect investments that would not be compliant with the stated exclusions. Incidents are recorded, and resolved through an incident investigation process, and are reported as part of the SFDR reporting. 

The Fund's Positive ESG Tilt is coded and monitored on a pre and post trade basis as an investment restriction to prevent the Fund being managed in a way that is not compliant with the binding characteristic of the Positive ESG Tilt. The relevant characteristic is reported on as part of the SFDR reporting.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

[bookmark: _Hlk125364327]There are a variety of methods that can be used depending on the asset class or information type:

· binary pass/fail test e.g. exclusion of sanctioned companies or countries 

· meets or exceeds a specific threshold e.g. revenue to contributes to an environmental outcome, or more than % of board diversity 

· industry certification evidencing sustainability performance e.g. Climate Bond Initiative (CBI) certified bond 

· contributes a set % of revenue to a climate, environmental or social cause

· proprietary analysis to form an assessment of the sustainability characteristics e.g. net zero alignment

In the case that particular data points are not available or insufficient, it is expected that the Investment Manager's own assessment will be sufficient.

 



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
Information can be sourced from third party data vendors including companies such as MSCI, Bloomberg or sourced from proprietary research and analysis.


Measures taken to ensure data quality
Data received from third party vendors typically comes from reputable and, in some cases, audited sources, such as annual reports of sustainability reports. Upon receipt, the data is checked by the analysts. To ensure that interpretation of data is consistent, benchmarking exercises are performed where appropriate. Collected ESG data is evaluated via use of a proprietary ESG scorecard, which is populated by the analysts.



How data is processed
Data is processed through a combination of external and internal proprietary systems and digital platform tools which monitor the exposure of the funds both at fund and security level both pre and post trade.


Proportion of data that is estimated
Use of estimated data is limited. However when an estimation is needed proprietary analysis and tools are used. For example, if a portfolio company does not disclose its greenhouse gas emissions, an estimation is made using the Investment Manager’s proprietary carbon emission tool which estimates portfolio companies’ carbon intensity levels.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

ESG information from third party data providers and/or obtained directly from the issuers may be incomplete, inaccurate, stale or unavailable. As a result, there is a risk that the Fund may incorrectly assess an issuer. This in turn can result in the incorrect inclusion or exclusion of a company in the portfolio of the Fund. Incomplete, inaccurate or unavailable ESG data may also act as a methodological limitation to a non-financial investment strategy (such as the application of ESG risk and opportunity characteristics). Where identified, the Investment Manager will seek to mitigate this risk through its own assessment and take any appropriate remediation as necessary. 

Where limitations in the methodologies and data have been identified, the Investment Manager seeks to mitigate these through governance and oversight. Whilst, as with financial data, it is impossible to completely eliminate the risk of impact of an external data vendor error, the Investment Manager does conduct its own reviews and challenges where it believes investments have been misclassified. Where the methodologies and/or data are insufficient post mitigation to evidence that an investment is in compliance with the promoted characteristics, such investment may only be purchased if it is suitable for inclusion as an “Other” investment, and the Investment Manager will continue to consider what further information can be obtained through additional research. 



J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?



ESG due diligence is carried out as a part of fundamental investment research. Research analysts assess the Principal Adverse Impact metrics and identify key sustainability risks in order to evaluate and express their materiality for the subject company or investment. Analysts reflect their assessments in either written research or an ESG Scorecard. 

Where applicable, the analyst uses the ESG Scorecard to evaluate 15 mandatory and common factors and additional idiosyncratic factors deemed relevant to the subject company’s risk profile and business mix. The mandatory factors for evaluation are as follows: 

· Climate: Disclosure, Intensity, Footprint, Vulnerability, Intent 

· Governance: Ownership & Control, Political Interference & Sovereign Concerns, Strategy and Financial policy, Disclosure and Transparency, Board, Regulation, Compliance and Oversight, Cybersecurity, Corporate culture and controversy 

· Social: Modern Slavery, Diversity & Inclusion 

· Sector-specific Key Issues determined from the SASB Materiality Map. 

In addition to the proprietary assessments described above, investment decision-making may also take account of third party ESG ratings, where available. 

Appropriate consideration of ESG factors is a mandatory objective in the due diligence process for analysts and fund managers. 

The section above entitled ‘Monitoring of environmental or social characteristics’ details the controls associated with the components of due diligence listed herein.



K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

[bookmark: _Hlk127868948]If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

The Investment Manager believes that the long-term success of companies is supported by effective investor stewardship and high standards of corporate governance. The Investment Manager believes that if a company is run well, and sustainably, it is more likely to be successful in the long run. The Investment Manager undertakes all investment stewardship engagements and proxy voting with the goal of protecting and enhancing the long-term value of client’s assets, with engagement representing an integral part of how the Investment Manager integrates ESG considerations in its investment process. The Investment Manager is committed to being transparent about how it conducts investment stewardship activities in support of long-term sustainable performance for its clients. The precise nature of the engagement will vary depending on the investments held, but these overarching principles will inform the Investment Manager's conduct when engaging with companies, whether through voting equities in general meetings or in its participation in bondholder committees.



L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

[bookmark: _Hlk127868968]No reference benchmark has been designated to determine whether this Fund is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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[bookmark: _Hlk124409874]Sustainability related disclosures 



Capitalised terms used but not defined herein shall have the meanings set forth in the Fund’s supplement. 

[image: ]





A. Summary

The fund promotes certain environmental and/or social characteristics. It does not have as its objective sustainable investment. While this fund does not commit to invest in a minimum proportion of sustainable investment, it may make such investments. 



Specific sustainability indicators will be used to measure the attainment of the environmental and/or social characteristics of the fund in accordance with specific methodologies described below. The asset allocation of the fund is presented in the form of a chart that holds a specification of the percentage of investments expected to be aligned with the environmental and/or social characteristics of the fund. Internal limit monitoring systems run pre- and post-trade screenings for the holdings of the fund. Pre-trade limits block the unfit investment opportunities from Nordea’s portfolio management tool, and post-trade limits flag any exposure or activity that is not aligned with Nordea’s investment guidelines. 



Internal and external data sources and data providers are used to ensure that the fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis. Nordea aim to mitigate limitations to data sources by applying solid due diligence measures in relation to external data providers, and manual verification processes.





B. No sustainable Investment Objective

The Fund promotes environmental or social characteristics, but does not have as its objective a sustainable investment.

What are the objectives of the sustainable investments that the financial product partially intends to make and how does the sustainable investment contribute to such objectives?

Not Applicable

How do the sustainable investments that the financial product partially intends to make, not cause significant harm to any environmental or social sustainable investment objective?

Not Applicable

How does this financial product take into account principal adverse impacts on sustainability factors?

Not Applicable

Are the sustainable investments aligned with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and Human Rights?

Not Applicable





C. Environmental or social characteristics promoted by this financial product

What are the environmental or social characteristics promoted by this financial product?

The environmental and/or social characteristics ("E/S") characteristics of this Fund include:



Sector- and value-based exclusions Exclusion filters are applied to the portfolio construction process to restrict investments in companies and issuers with material exposure to certain activities deemed to be detrimental to the environment or the society at large, including tobacco companies and fossil fuel companies.



The Investment Manager's ("NAM") Paris-Aligned Fossil Fuel policy whereby the Fund will not invest in companies that have significant exposure to fossil fuels unless they have a credible transition strategy.



The Fund uses a benchmark that is not aligned with the Fund's E/S characteristics. This Fund does not have a specific index designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.





D. The Investment Strategy



What investment strategy does this financial product follow and how is the strategy implemented in the investment process on a continuous basis?

ESG is integrated into the strategy by excluding companies and issuers due to

their exposure to certain activities that have been deselected based on ESG

considerations.



More information on the general investment policy of the product can be found in

the Investment Guidelines



Active ownership

On behalf of its clients, NAM undertakes a range of engagement activities with

investee companies and corporate and sovereign issuers in order to encourage

them to improve their ESG practices, and promote a long-term approach to

decision-making.

What are the binding elements of the investment strategy used to select the investments to attain each of the environmental or social characteristics promoted by this financial product?

· Sector or value-based exclusions prevent investments into activities that are deemed to be inappropriate for the strategy. More information is available in the sustainability-related website information in accordance with SFDR article 10.



· NAM's Paris-Aligned Fossil Fuel Policy sets thresholds for companies’ exposure to fossil fuel production, distribution and services. This means that the product will not invest in companies with material involvement in fossil fuel production, distribution or services if they do not have a documented transition strategy that aligns with the Paris Agreement.



· The product adheres to NAM’s Responsible Investment Policy and does not invest in companies that are on Nordea’s exclusion list due to violation of international norms or involvement in controversial business activities.

The binding elements are documented and monitored on an ongoing basis. Separately, NAM has risk management processes in place to control financial and regulatory risk and ensure appropriate escalation of any potential issues within a clear governance structure.



NAM conducts a thorough due diligence on external data vendors to clarify applied methodologies and verify data quality. However, as the regulation and standards of non-financial reporting is rapidly developing, data quality, coverage and accessibility remains challenging – especially for smaller companies and less developed markets.



In addition to the exclusions of the Investment Manager, the Manager’s exclusion list which is based on the Manager’s exclusion policy and compiled by the Manager will apply. Exclusion categories considered in the exclusion policy are United Nations Global Compact Principles, Controversial Weapons, Tobacco, Climate Change and Forced Labour. 

What is the policy to assess good governance practices of the investee companies?

Good governance practices of investee companies is addressed in various layers of the security selection process. Governance safeguards are inherent in the NAM level norms-based screening as well as the NAM PAI processes. Additionally, at the product level, companies are screened for good governance by assessing their employee relations, pay practices, management structures and tax compliance. In respect of sovereign issuers, the assessment of good governance practices is based on three pillars; 1) The principles of governance (democratic governance), 2) Execution of governance and 3) Efficiency of governance.

Is there a commitment to reduce by a minimum rate the scope of investments considered prior to the application of the strategy? (Including an indication of the rate)

Not applicable.



Does this financial product consider principal adverse impacts on sustainability factors?

[image: checkbox]Yes

[image: checkbox]No



Yes, the Investment Manager's proprietary quantitative PAI tool assesses the impact of it´s investment universe (direct investments mainly) across multiple PAI indicators. Investment teams have access to both absolute PAIs metrics and normalised scale values, allowing them to identify outliers and adjust their view of investee companies and issuers accordingly. The specific PAI indicators that are taken into consideration are subject to data availability and may evolve with improving data quality and availability.



Information on PAI on sustainability factors will be made available in the

periodic reporting pursuant to SFDR Article 11(2).







E. Proportion of Investments



What is the planned asset allocation for this financial product?

[image: ]



*Investments means the products NAV which is the total market value of the

product.



The asset allocation may change over time and percentages should be seen as an average over an extended period of time. Calculations may rely on incomplete or inaccurate company or third party data.



How does the use of derivatives attain the environmental or social characteristics promoted by the financial product?

Not applicable

What is the minimum share of investments with an environmental objective aligned with the EU Taxonomy? (including what methodology is used for the calculation of the alignment with the EU Taxonomy and why; and what the minimum share of transitional and enabling activities)

Not applicable

What is the minimum share of sustainable investments with an environmental objective that are not aligned with the EU Taxonomy?

Not applicable

What is the minimum share of socially sustainable investments?

Not applicable

What investments are included under “#2 Other”, what is their purpose and are there any minimum environmental or social safeguards?

Cash may be held as ancillary liquidity or for risk balancing purposes. The

product may use derivatives and other techniques for the purposes described in

the investment guidelines. This category may also include securities for which

relevant data is not available.





F. Monitoring of environmental or social characteristics

What sustainability indicators are used to measure the attainment of the environmental or social characteristics promoted by this financial product?

The following sustainability indicators are used to measure the attainment of the E/S characteristics of the fund:

· Carbon Footprint: Defined as the total carbon emissions (scope 1 and 2) for a portfolio, normalised by the market value of the portfolio, expressed in tons CO2e / M€ invested. The Carbon Footprint expresses the share of companies’ and issuers’ greenhouse gas emissions that is owned or funded by the company’s investments. Carbon emission will be measured by the carbon footprint for investments made in corporate issuers.

· Greenhouse Gas Intensity for sovereigns: Defined as the volume of carbon emissions per million euros of Gross Domestic Product, expressed in tons C02e/ M€ Carbon Footprint. Carbon emission will be measured using GHG Intensity for investments made in sovereigns. As the financial product may invest in both corporate and sovereign instruments, both indicators will be used depending on the specific investment made. 

· Social Violations: Measured as the number of investee companies or countries subject to social and human rights violations as referred to in international treaties and conventions, United Nations principles and, where applicable, national law. Social violations are measured in absolute, as well as in relative numbers. 

· Violations of United Nations Global Compact: Used to measure the share of investments in companies or issuers that have been involved in violations of the UN Global Compact (UNGC) principles or OECD Guidelines for Multinational Enterprises. The ten UNGC principles are related to Human Rights, Labour, Environment and Anti-Corruption issues.

How are the environmental or social characteristics and the sustainability indicators monitored throughout the lifecycle of the financial product and the related internal/external control mechanism?

Sector- and value-based exclusions and other binding restrictions are monitored in the limit system which is run internally by the Risk Management Limit Team (the “Limit Team”). When it is decided to limit exposure to certain sectors or activities, Nordea build those into their internal limit monitoring system that runs both pre and daily post-trade screenings for Nordea’s holdings. Pre-trade limits block the unfit investment opportunities from Nordea’s portfolio management tool, and post-trade limits flag any exposure or activity that is not aligned with Nordea’s investment guidelines. Depending on the E/S characteristic that the incident concerns, and depending on the type of exposure, certain specific action, such as divesting, may be taken.



G. Methodologies



What is the methodology to measure the attainment of the environmental or social characteristics promoted by the financial product using the sustainability indicators?

The methodologies that apply to measure how environmental and social characteristics promoted by the fund are met, are set out here below.

Sector- and value-based exclusions 

Exclusions aim at limiting the investment exposure to certain sectors or activities that may be considered to be damaging for the environment and/or the society at large. Sector screenings assess a company’s involvement in a specific activity measured by the revenue derived from this activity. Sector exclusions are the result of screenings based on the data and methodology of Nordea selected data vendors. 

NAM Paris Aligned Fossil Fuel Policy 

NAM’s Paris-Aligned Fossil Fuel Policy (“PAFF”), has been developed with the Paris agreement in mind. The Paris agreement is a legally binding international treaty on climate change. Its goal is to limit global warming, preferably to 1.5 degrees Celsius, compared to pre-industrial levels. The NAM PAFF Policy sets thresholds for companies’ exposure to fossil fuel production, distribution and services, which are implemented and monitored as specific exclusions in Nordea limit system. However, investments may be allowed in companies that help accelerate the transition to clean energy and phase out of fossil fuel. The NAM PAFF policy can be found here.

While this fund does not commit to invest in a minimum proportion of sustainable investment, it may make sustainable investments.



H. [bookmark: _Hlk124413851]Data Sourcing and processing

What are the data sources used to attain each of the environmental or social characteristics including the measures taken to ensure data quality, how data is processed and the proportion of data that is estimated?

Data Sources
Nordea use a range of different internal and external data sources and data providers to ensure that the fund is invested in accordance with the environmental and/or social characteristics promoted. Data received from external providers may be complemented by internal research and analysis provided by Nordea’s Investment Teams and the Responsible Investment Team.


Measures taken to ensure data quality
Nordea apply various measures to control the quality of the external and internal data sets used. This may include internal control measures commonly used in computer programming such as: 

· Quality assurance test whereby controls are made to check that the external data values are in the expected range and behave as intended 

· Unit testing whereby individual data and functions created to generate insights or transform said data are tested to determine if they are fit for use and produce the expected output 

· Four-eyes review of any code changes by Nordea’s specialists Segregation of duties whereby there is a separation of responsibilities of key processes between more than one person, based on their area of expertise 

· Segregation of IT environments that protects the integrity and availability of the environment producing the data and allows for testing of new data in terms of quality and robustness before it is used in a production environment 

· Sanity test whereby the functionality and output of the system is tested to ensure that it works as expected 

· Review of the data and insights generated by said data by Nordea’s analysts/specialists 



Furthermore, to the extent possible, data reported by companies, regulatory authorities and/or non-governmental organisations are prioritised over data from data providers’ estimation models. This is done in order to minimize the reliance on third party estimation efforts which in turns improves the overall quality of the data Nordea use as input in their investment processes. 



The external data providers and other data sources are assessed on an ongoing basis for data quality, coverage and other attributes.


How data is processed
As described above, the data used partly derives from external data providers that provide raw data on issuer level. It is sought o obtain as much and the most granular company data possible. 



The external data received is enriched with additional external data sets, it may be complemented by in-house ESG analysis of the data, and company identifiers (ISIN) are matched with the incoming raw data to companies that Nordea can potentially invest into as well as current investee companies.

Proportion of data that is estimated
Although Nordea prioritise reported data over estimated data, the Investment Manager do rely to some extent on estimations and on estimated data provided by Nordea’s external data providers where reported data is not available or of adequate quality.





I. Limitations to methodologies and data

What are the limitations to the methodologies and data sources? (Including how such limitations do not affect the attainment of the environmental or social characteristics and the actions taken to address such limitations)

The fact that some proportion of the data received from external data providers may be estimated data, may be seen as a limitation to the methodologies and data sources. 



Information is mainly based on historical data and may not reflect the future ESG performance or risks of the investments.



To mitigate the limitations to data sources, Nordea have ensured to have solid due diligence measures in place in relation to external data providers. Manual verification processes is another mitigating factor. 



Nordea evaluate the quality of internal and external data on an ongoing basis, and continuously assess if new data providers can improve the analysis and models. Nordea have also implemented a Supplier Code of Conduct for data providers to follow. Prior to a data provider being chosen as a supplier, extensive market research is conducted, and the potential data providers are assessed on issues such as: data quality, coverage, security, methodology, price, reliability and conflict of interest.





J. Due Diligence

What is the due diligence carried out on the underlying assets and what are the internal and external controls in place?

NAM conducts due diligence reviews of all internal and external data on an ongoing basis, and continuously assesses if new data providers can improve the analysis and models. As set out above, Nordea have also implemented a Supplier Code of Conduct for data providers to follow. Prior to a data provider being chosen as a supplier, extensive market research is conducted, and the potential data providers are assessed on issues such as data quality, coverage, security, methodology, price, reliability and conflict of interest. 



When it comes to calculation of any potential alignment with the EU Taxonomy, Nordea strive to source data directly from companies, but as self-reported data remains scarce, this may be supplemented with data sourced from third party providers. ESG data in general is continually maturing and the data coverage is improving. NAM is constantly searching the market for the data which adheres to EU regulation requirements and can be used to provide clients with necessary reports on the products’ ESG profiles.




K. Engagement Policies

Is engagement part of the environmental or social investment strategy?

Yes

If so, what are the engagement policies? (Including any management procedures applicable to sustainability-related controversies in investee companies)

Engagement is not part of the investment strategy of the fund. However, Nordea undertake, on behalf of our clients, a range of engagement activities with investee companies and corporate- and sovereign issuers in order to encourage them to improve their ESG practices and promote a long-term approach to decision-making. 

Please refer to Nordea’s Engagement Policy for additional detail. Engagement Policy for NIFSA can be found here and Engagement Policy for NIM can be found here.





L. Reference Benchmark



Has a reference benchmark been designated for the purpose of attaining these characteristics promoted by the financial product?

[image: checkbox]Yes

[image: checkbox]No

How is that index designated as a reference benchmark aligned with the environmental or social characteristics promoted by the financial product? (including the input data, the methodologies used to select those data, the rebalancing methodologies and how the index is calculated)

The Fund uses a benchmark that is not aligned with the Fund's E/S characteristics. This Fund does not have a specific index designated as a reference benchmark to determine whether this financial product is aligned with the environmental or social characteristics that it promotes.

How is the reference benchmark continuously aligned with each of the environmental or social characteristics promoted by the financial product?

This question is not applicable.

How does the designated index differ from a relevant broad market index?

This question is not applicable.

Where can the methodology used for the calculation of the designated index be found?

This question is not applicable.
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