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Transparency Code

AXA WF Global Factors – Sustainable Equity Fund

This transparency code is based on the format developed and approved by the Board of Eurosif in 2017 and describes the
approach in place for the fund AXA WF Global Factors – Sustainable Equity which has been awarded the Towards Sustainability
Quality Standard in February 2020.

Statement of Commitment
Sustainable and Responsible Investing is an essential part of the strategic positioning and behaviour of AXA IM. We have been
involved in Responsible Investment since 1998.
This is our first statement of commitment for the fund AXA WF Global Factors – Sustainable Equity (01 October 2020 – 30
September 2021).

Compliance with the Transparency Code
AXA IM is committed to transparency and we believe that we are as transparent as possible given the regulatory and competitive
environments that exist in the countries in which we operate. AXA IM meets the full recommendations of the European SRI
Transparency Code.
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1. Fund covered by the Code
Name of the fund(s): AXA WF Global Factors – Sustainable Equity
Dominant/preferred
SRI strategy
(Please choose a maximum
of 2 strategies)

Asset class

Exclusions
standards and
norms

Sustainability themed
through preferential
selection of higher ESG
scoring companies

Actively
managed
International
Shares

Controversial Weapons EUR 665m
Tobacco
Defense
Human rights
Labour rights
Deforestation (palm oil)
CO2 intensive (incl. coal)
UN Global Compact
Low ESG quality

Norms based Screening
✓ Leading to exclusions
✓ Leading
to
risk
management
analysis/engagement

Fund capital Other
as at 31st
labels
March 2020

Links to
relevant
documents

Towards
- (KIID)
Sustainability - Prospectus
QS
- Management
report

- Financial and
non-financial
reporting

- Corporate
presentations
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2. General information about the Management Company
a. Name of the fund management company that manages the applicant fund(s):
AXA Funds Management S.A

b. What are the AXA IM’s track record and principles when it comes to integrating SRI into
its processes?
AXA Investment Managers has a strong conviction that Responsible Investment is a key driver of value-creation, and our
Management Board has therefore decided to progressively integrate Environmental, Social and Governance (ESG) analysis
across all asset classes. In that perspective, AXA IM has invested significant resources into building a team of experienced
RI professionals acting as a centre of excellence to support the integration of ESG risks and opportunities in the investment
processes of our investment teams, working closely with a number of RI specialists within each investment teams.
Our ESG integration framework relies on the following dimensions:

•

Objective-setting and high-level governance:
The annual target letter of each head of investment team includes an objective related to ESG integration.
The Management Board regularly reviews and validates AXA IM Responsible Investment strategy and monitors
the implementation of its roadmap.
The RI Strategic Committee involving AXA IM senior leadership meets on a quarterly basis to monitor
integration, oversee related projects and address potential issues.

•

ESG integration across asset classes
Portfolio Managers and Financial Analysts are provided with ESG information to ensure ESG risks and opportunities
are incorporated in their analysis of a company. This includes:
o
ESG scores, which are calculated twice a year using a proprietary methodology developed and
maintained by the Responsible Investment Solutions, Tools and Models team, are tested and signed-off
before release to each investment team through a dedicated governance process. Once validated, these
scores are then made available to portfolio managers and analysts across the whole of our company.
o
Internal Research: ESG analysts within the investment teams further support portfolio managers and
financial analysts with company analysis or thought leadership on ESG topics.
o
Internal and External ESG research (including access to ESG data solutions provided by external suppliers
such as MSCI, Sustainalytics, ISS and Vigeo). The RI Research and Active Ownership team is responsible
for Internal ESG research on themes with a focus on climate change, human capital / gender diversity,
biodiversity, cyber security and data privacy and health. These internal analyses are supported by broker
research, as well as regular meetings with companies, participation to conferences and industry events.
The RI Experts also provides analysis and training as well as insights on sector-related issues, as well as
views on controversies.

•

Regular training on key ESG issues

•

Exclusion policies
We monitor systematically and exclude strong ESG risks (controversial weapons, palm oil, soft commodities, and
climate risks) for all assets under management. For Responsible Investment funds, we apply an additional screening
on tobacco, defence as well as worst controversies and low ESG scores. Most of these constraints are coded into
portfolio compliance trade monitoring systems to enable a level 2 control performed by an independent
“Investment Guidelines” team.
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•

Stewardship strategy
Stewardship strategy is coordinated by the central Responsible Investment Research and Active Ownership team
who oversees voting on behalf of our clients. The team also defines and coordinate our engagement activities. Voting
is overseen by our Corporate Governance committee which is attended by RI Experts, representatives from
Investment Teams is charged with establishing our voting policy and ensuring its implementation.
Engagement activities are overseen by our ESG monitoring and Engagement committee which meets on a quarterly
basis and involves representatives from the central RI Experts, investment teams, Risk and Sales teams.

In addition to this, AXA IM manages a range of Sustainable Investing and Impact funds for which the level of ESG
integration is even more stringent with specific ESG objectives set which have a significant and engaging impact on the
investment process, and regularly monitored. A number of these funds have been awarded a sustainability-related label
and, for these funds, a yearly audit is performed by external auditors to ensure adherence with these objectives.
Corporate Responsibility
At AXA IM, we are firmly convinced that it is by closely interlinking professional practices and responsibility that a company
can generate sustainable performance. By expanding insights and learning on material environmental, social, and
governance (ESG) risks and opportunities in investment processes across our diverse platform, we become better overall
investors, with enhanced long-term risk adjusted returns.
We approach responsibility through a framework aligned with the United Nations’ Sustainable Development Goals (UN
SDG) based on 3 key pillars:
1.
Climate action and environmental: we support the long-term sustainability of our firm and the environment in
which we and our clients live and operate, using our resources responsibly. We seek alternative approaches that
can reduce or offset the environmental impact of our corporate offices through promoting energy and waste
management best practices and driving operational efficiencies. We actively measure and manage our
environmental footprint, implementing recycling and saving schemes (reduction of paper consumption, waste
management, green energy consumption). In Jan 2018, AXA IM fulfilled all the requirements to be aligned with
RE100 (collaborative initiative of influential businesses committed to 100% renewable power), with all the offices
with more than 50 FTE being exclusively sourced with green energy.
2.
Social: we provide opportunities and means for employees to engage on sustainability-themed initiatives and
outside of the office, via programs such as ‘AXA Hearts in Action’, with which our employees are currently
engaged in long-term partnerships with 20 organizations based in 10 countries, all focusing on social insertion
and education. We encourage employees to give back and volunteer in their local communities. Since March
2018 we deployed worldwide the ‘Day of Solidarity’ and in France (our headquarter, covering 60% of our
employees) an internal program to share employees’ skills with the charities at 3 moments of their professional
career. Keeping 100% of their salaries, employees can work from 1 month up to 3 years within a charity helping
in their development.
3.
Diversity and Inclusion: Our approach relies on a workplace that empowers and engages staff, encourages
learning and development and supports employee wellbeing. We are a member of the Coalition for Inclusive
Capitalism, which is a global effort dedicated to promoting and encouraging greater corporate and social
responsibility. We became a member of the 30% Club, committing to actively promote gender balance and have
signed the Women in Finance charter.

c. How does the company formalize its sustainable investment process?
Links to the principle policies can be found below:

Sustainable investment policy.
Voting rights policy.
4

AXA IM - INTERNAL

October 2020

Engagement policy.

d. How are ESG risks and opportunities – including those linked to climate change –
understood/taken into account by AXA IM1?
AXA IM's conviction is that responsible investment is a key driver of value-creation, and the Management Board has
therefore decided to integrate ESG analysis across all asset classes. We have developed a proprietary ESG Framework
structured around the three pillars E, S and G and six factors allowing us to score companies on their ESG credentials.
Through our framework we assess how companies mitigate ESG risks and take advantage of these criteria to improve
their competitive position in their own sectors.
Through the above described ESG pillars and underlying six criteria, the Responsible Investment Research and Active
Ownership Team applies the AXA IM proprietary scoring methodology, which recognises the relative relevance of each
pillar E, S; G score depending on the sector an issuer operates in. This methodology results in a score by issuer ranging
from 0 to 10. ESG scores are calculated twice a year.
Once validated, the scores and the inputs that lead to them are made available to all investment teams within our
organisation. ESG scores and the data that led to them are fed through front office tools helping fund managers to assess
how companies are mitigating ESG risks and taking advantage of these criteria to improve their competitive position in
their own sectors.
The scores are also a valuable resource to inform research as well as stewardship activities. RI Experts are also providing
internal ESG research on themes with a focus on climate change, human capital, biodiversity, cyber security, data privacy
and health in particular. These analyses are supported by broker research, as well as regular meetings with companies,
participation to conferences and industry events.
A diagram of our ESG framework is presented below.

With regards to climate change considerations, our ESG framework is positioned to highlight both risk and opportunities
through the use of 2 separate indicators. Our climate change indictor serves to measure the impacts related to companies’
activities, product and services which mitigate climate change challenges. Our Resources and Ecosystems indicator In How

1

Reference to Article 173 of the French TECV Act and the TCFD recommendations (risks and opportunities section)
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are ESG risks and opportunities – including those linked to climate change relates specifically to the use of natural resources
in companies’ operations and protection of ecosystems by avoiding negative impacts.
Climate Risks are also further included in our approach through our Climate Risk Policy designed contribute to a lower
carbon future by divesting from the most exposed companies related to coal activities resulting in the exclusion of
companies involved coal and tar sands. This policy is applied to the vast majority of the assets under management within
our organisation.

e. How many employees are directly involved in the AXA IM’s sustainable investment
activity?
AXA IM has invested significant resources into recruiting RI experts and analysts who work with our investment teams to
integrate ESG issues into their investment processes. The range of backgrounds includes fund management, sell-side
research, quantitative analysis, strategy and project management, in addition to relevant RI experience; ensuring that RI
issues are integrated using an investment-relevant approach. In total, c. 30 employees are involved at full-time in RI / ESG
activities. There are other professionals who are not included but whose ESG work is embedded in their day-to-day routine.
More specifically, the RI research capabilities are organised as follows:
• An RI Research and Active Ownership team focusing on thematic research, corporate governance and shareholders
engagement. Climate, human capital/ diversity, biodiversity, cyber security and data privacy and health have been
identified as the key thematic priorities for this team.
• An RI Solutions, Tools and Models team dedicated to the development of ESG quantitative solutions. As such, the
team has developed a proprietary ESG framework and RI Search platform, providing portfolio managers and
analysts with ESG raw quantitative data, KPIs, internal and external research and proprietary ESG scores.
• ESG specialists within the investment platforms conduct ESG analysis at company level.

f. Is the company involved in any RI initiatives?
AXA IM is involved in a number of RI initiatives, a selection of them is presented below.
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General Initiatives

Environmental/Climate
Initiatives

Social Initiatives

Governance Initiatives

☐ ECCR – Ecumenical
Council for Corporate
Responsibility
☒ EFAMA RI WG
☐
European
Commission's High-Level
Expert
Group
on
Sustainable Finance
☐ ICCR – Interfaith
Center on Corporate
Responsibility
☐
National
Asset
Manager Association (RI
Group)
☒ PRI - Principles For
Responsible Investment
☒ SIFs - Sustainable
Investment Fora
☐ Other (please specify)

☐
CDP
–
Carbon
Disclosure Project (please
specify carbon, forest,
water etc.)
☒ Climate Bond Initiative
☒ Green Bond Principles
☒ IIGCC – Institutional
Investors
Group
on
Climate Change
☐
Montreal
Carbon
pledge
☐ Paris Pledge for Action
☐
Portfolio
Decarbonization Coalition
☐ Other (please specify)

☒ Access to Medicine
Foundation
☒ Access to Nutrition
Foundation
☐ Accord on Fire and
Building
Safety
in
Bangladesh
☒ Other (please specify)

☐ ICGN – International
Corporate Governance
Network
☐ Other (please specify)

☒ 30% Investor Club
☒ 30% French Investor
Club

☒ Climate Action 100+

g. What is the total number of SRI assets under AXA IM?
AXA IM had 14.8 billion euros of Sustainable Investing Assets as of 30/06/2020. Funds in this category must meaningfully
embed sustainability factors into the portfolio construction process. In addition to screening and integration of ESG
considerations in the investment decision, they refine the investment universe further by using ESG criteria. Funds might
follow a best-in-class policy which removes low-ESG-scoring companies, or favour only the very best ESG performers. They
might also target a specific KPI such as carbon footprint and adjust portfolios accordingly.
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3. General information about the SRI fund(s) that come under the scope of the Code
a. What is the fund aiming to achieve by integrating ESG factors?
AXA IM’s conviction is that ESG is a key driver of value creation and as an active, long-term investor, we gave chosen to
incorporate broad nonfinancial criteria in the analysis of issuers, and to guide companies towards more responsible
behaviour through our stewardship activities.
The integration of ESG consideration in the management of the funds in scope responds to this objective, and we believe
that the combination of fundamental non-financial factors associated with traditional financial criteria makes it possible
to deliver sustainable return over the long-term. A non-financial approach has indeed become necessary in more than
one way as it contributes to:

•
•
•
•
•

improve our understanding of the long issues
understand whether the companies are taking necessary decisions to mitigate social and environmental risks
eliminate companies exposing portfolios to ESG risks that ultimately affect financial performance
refocus portfolios around companies that have implemented good practices in terms of managing their
environmental impacts, governance and social practices
facilitate an active dialogue with companies on the management of ESG issues and limit our exposure to
reputational risks.

The AXA WF Global Factors – Sustainable Equity Fund is a global equity solution designed to deliver long-term wealth
generation by considering fundamental factor insights alongside ESG considerations.
We believe that integrating ESG information into the investment process complements our fundamental factor insights on
low volatility and high quality and have assigned the following ESG objectives:
•
•
•

a better-than-benchmark aggregate ESG score;
avoidance of a number of ESG risks through the application of a robust exclusion policy;
lower carbon footprint and water intensity than the benchmark.

We aim to improve our fundamental models through the inclusion of ESG issues and factor insights are also designed to
incorporate specific ESG considerations. An example of this is our use of board diversity to improve our prediction of forward
change in earnings quality. Over time we expect that such insights will play a larger role in our investment process.

b. What internal or external resources are used for ESG evaluation of the issuers who make
up the investment universe of the fund?
A well resourced team:
The management team in charge of the Fund in scope is supported by fundamental and quantitative RI analysts based in
Paris and London as well as 1 fully dedicated ESG investment professional at Rosenberg Equities.
The RI Experts has accumulated strong research expertise, including in the fields of human capital and diversity, climate
change and environment, and corporate governance factors. They support the integration of ESG risks and opportunities
in the investment processes of our various investment teams. Each investment teams has allocated dedicated ESG
professionals to perform research on the relationship between ESG criteria and risk and return factors as well as
investigate ways to better integrate ESG insights across their asset classes and help provide investors with a wide range
of ESG integration options tailored to their evolving needs and objectives.
In this respect, investment professionals have access to a wide range of resources in terms of internal ESG information
(granular ESG scores and ESG KPIs, risk reports) as well as access to external research portals and specialist data providers:
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Sustainalytics, MSCI, ISS, Vigeo, etc.).

Availability of ESG scores across a vast universe in excess of 8,500 listed companies:
AXA IM has defined a comprehensive RI framework which serves as the basis of our analysis of issuers across sectors and
regions. This proprietary grid integrates 3 ESG pillars through 6 factors (Resources and Ecosystems, Climate change,
Human Capital, Social Relations, Business Ethics, Corporate Governance) and then 13 sub-factors.
Resources and
Ecosystems
Environment
Climate change

Human Capital

Social

Use of natural resources in companies’ operations and
protection of ecosystems by avoiding negative impacts.
Impacts related to companies’ activities and products and
services that resolve climate change challenges.
Occupational health and safety, attraction power (recruitment)
and retention (employee satisfaction), training, social dialogue,
freedom of association, labour rights, compensation of
employees, career management

Social Relations

Supply chain management, relations with customers, relations
with suppliers, respect of Human Rights, impact on communities,
non-discrimination, and elimination of child labour.

Business Ethics

Prevention of corruption and anti-competitive practice.

Governance
Corporate Governance

Disclosure & controls, traditional governance issues including
board/management diversity, board independence, separate
CEO/Chairman.., shareholder rights, executives’ pay.

Through the above framework, the RI Solutions, Models and Tools team applies its proprietary scoring methodology which
results in a score by issuer ranging between 0 and 10. We supplement our in-house research, by additional Raw ESG
company/country data sourced from a number of external ESG research providers. We aggregate this data by harmonising
onto a single scoring scale and applying a qualitative weighting based on the relative importance of E, S and G at sector
level.
The process results in an overall ESG score for more than 8,500 companies and 100 countries. ESG scores are refreshed
twice a year. Scores and the input that led to them are accessible to all portfolio managers of AXA IM. An analytical tool
is available to help investment professionals investigate the score of a given issuer and its evolution.

Availability of ESG data sourced from external partners:
To complement our own internal analysis and proprietary tools, AXA IM has built partnerships with a variety of external
sources. These partners are selected via a thorough RFP process and are subject to regular reviews. The list of these
providers is presented below:
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ESG Data
Provider

Sustainalytics

Vigeo-EIRIS

Expertise

Controversies
Analysis
Strong expertise in
social issues and
European small &
mid cap

ESG
Scores
and
Company
Research

ESG
Raw
Data &
KPIs

Start
Date

Controversies analysis

✓

✓

11/2012

Strong expertise in social
issues and European
small and mid-cap

✓

✓

Description

09/2007
07/2004

MSCI

Strong expertise in
Governance issues

ESG research

Trucost

Full range of
Quantitative
Environmental KPIs

Full range of
quantitative
environmental KPIs

Carbon 4

Offers a climate
risk package

Measure the carbon
impact of investments

ISS - Ethix

Offers expertise
across a full range
of environmental,
social and
governance (ESG)
issues

Ethical filters and
controversial weapons

✓

ISS - Oekom

Expertise in Impact
analysis

Impact research and UN
SDG alignment
assessment

✓

Carbon Delta

Expertise in
Climate analysis

Climate research for
Corporates

✓

✓

11/2018

Beyond
Ratings

Expertise in
Climate analysis

Climate research for
Sovereign

✓

✓

08/2018

ESG KPIs. Used for
investment and
reporting
purposes.

ESG KPIs. Used for
investment and
reporting purposes.

✓

12/2018

Bloomberg
ESG

✓

04/2004

✓

03/2012

Only used for Green
Bonds reporting

01/2017

01/2003
02/2011

06/2018

Through the use of external partners, more than 100 ESG criteria are scored based on their specific areas of expertise. In
this way, using multiple providers gives AXA IM greater scale and breath of coverage, improved timeliness of data and
helps mitigate potential biases a single provider may harbour. Brokers and academic research as well as other public
information such as annual and sustainability reports provide us additional ESG information.

Reporting availability:
Also available to investment professionals are voting / AGM results, engagement activity reports, CO2 emission rates
(scope 1 and 2) and UN Sustainable Development Goals alignment information. Starting in 2019, investment professionals
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will have access to additional climate KPIs at issuer and portfolio level (e.g. green/brown share).
Proprietary Qualitative Research
Beside the maintenance of our quantitative scoring framework, the RI Research and Active Ownership team focuses on
thematic research with climate, human capital/ diversity, cyber security, data privacy and health identified as the key
thematic priorities. The team also supports corporate governance, shareholders engagement and voting activities as
well as on developing new quantitative solutions that meet the evolving needs of our clients.

c. What ESG criteria are taken into account by the fund?
The ESG framework detailed above is used to determine a final ESG score by issuer, which is then integrated into our
investment approach at the portfolio construction stage. Our approach to ESG integration is entirely systematic. The use
of an optimiser allows the fund to retain the desired exposure to low volatility and quality companies while improving its
overall ESG profile.
The optimiser is set to consider each stock’s Factor profile (quality and low volatility) alongside its ESG score, water
intensity (measured in M3/Million $ revenue) and carbon footprint (measured in CO2 Tonnes/Million $ revenue) of each
company. This tilts materially the portfolio toward stocks with higher ESG scores and lower water and carbon intensity
while maintaining the targeted factor exposure. As an example, for two companies with similar factor profile, the
optimiser will automatically recommend the selection of the company with the highest ESG Score , lower carbon footprint
and water intensity.
In addition, a number of exclusion based ESG criteria are applied to the fund:
•
AXA IM RI sectorial policies on controversial weapons, climate risks and palm oil which are applied across
all the assets we manage
•
AXA IM ESG standards, aligned with AXA IM RI thematic focus (incl. climate, health and human capital (see
detail below), which are applied across RI and ESG assets only2.
AXA IM ESG standards are focused on:
•
Tobacco - to avoid financing the tobacco industry and thus contribute to protecting public health;
•
Defence - to avoid financing companies producing or distributing incendiary weapons with white
phosphorus;
•
UNGC principles - to avoid financing companies in violation of the United Nations Global Compact;
•
ESG quality - to avoid financing companies with the worst ESG practices.
More details on our ESG standards can be found on our website.
In addition to these internal standards, the fund also applies the exclusion lists defined by the Council of Ethics for the
Norwegian government pension fund. The fund is also managed in compliance with the Quality Standard for Sustainable
and Socially Responsible Financial product set by the Belgian Financial Sector Federation (Febelfin), as well as with the by
FNG Label for Sustainable Investment Funds.

d. What principles and criteria linked to climate change are taken into account in the
fund(s)?3
The Fund systematically seeks to achieve a material carbon footprint and water intensity reduction versus that of its
2

Unless otherwise specified.
Reference to Article 173 of the French TECV Act see paragraphs 3 and 4 of Article D.533-16-1 of Chapter III of the French Legal Code):
https://www.legifrance.gouv.fr/affichCodeArticle.do?cidTexte=LEGITEXT000006072026&idArticle=LEGIARTI00 0031793697
3
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benchmark. On average we expect the Fund to exhibit around 60% of the level of the benchmark index on these metrics.
Furthermore, AXA IM’s Climate Risk policy applies to the fund. On climate risk, we assess the profile of our investments in
the context of climate change, but also regulatory and technological changes accelerated in the post-COP21 context,
starting with the riskiest sectors (electricity, fossil fuel extraction companies and the transportation sector).
AXA IM’s climate change strategy relies on screening, integration in portfolio management and reporting and
stewardship – which are all relevant for the management of the funds in scope:

•

Screening:
All AXA IM’s portfolios exclude companies most exposed to coal-related activities, in the belief that this contributes
to de-risking our portfolios on the long-term, that it is consistent with our ESG integration process, and that it
contributes to the global transition to a low carbon economy. As such, AXA IM considers that investment in
companies involved in coal production or in using coal for its business (“Excluded Companies”) representing more
than 50% of their revenue should be avoided, as well as those whose revenues are derived from the extraction or
transport of oil sands for at least 20% of their revenues (see detailed criteria in our ESG standards policy).

•

•

Integration in portfolio management and reporting:
-

ESG scores, Carbon footprint and water intensity data are systematically taken into account in the stock
selection. Our quantitative investment approach has for objective to improve the ESG profile of the Fund as
well as its carbon footprint and water intensity score relative to the benchmark index.

-

Reporting of the fund against these targets is made available to clients.

Ongoing projects:
-

In a second step, we assess companies in terms of climate change, but also the regulatory and technological
developments that have accelerated since COP 21, starting with the most risky sectors (electricity, fossil, fuel
extraction and transport)

-

We also analyse the evolution of water resources and weather conditions. In addition, some companies may
be exposed to physical risks. Rising sea levels, drought, melting ice, precipitation, etc. Have a devastating effect,
especially on companies located in areas highly exposed to these physical hazards.

-

For those products with commitment to environmental protection and energy transition, we research and
analyse companies whose activities address the following issues:
▪

Renewable energy production

▪

Energy efficiency

▪

Consumption of raw materials

▪

Water management

▪

Emission of greenhouse gases

As part of our climate change strategy, we are developing a number of additional indicators to further integrate climate
risks and opportunities in portfolio management (e.g. green share), thanks to new partnerships developed with Climate
experts including Carbon Delta and Beyond Ratings allowing us to identify valuable investment opportunities as well as
the riskiest assets. We are further enhancing ESG reporting to include a number of additional Climate-related KPIs.

•

Stewardship:
-

Through our proxy voting and engagement activities we aim to use our influence as investors to encourage
companies to mitigate key environmental and social risks relevant to their sector. As a large investor we believe
we have a key role to play in limiting global warming to a 2°C scenario. Given the systemic nature of climate
change, we believe investors need to come together and use their collective influence to bring about necessary
change. This engagement encourages corporations to improve disclosure on their carbon risk resilience
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strategies as the world shifts to a low carbon economy. Improved disclosure of strategy and scenario planning
is an important tool in terms of enabling investors to assess the risks and opportunities associated with climate
change and helps us make better informed decisions on behalf of our clients.
-

As stated in our corporate governance policy, we support those shareholder proposals that call for increased
disclosure and other clearly defined climate-related resolutions. This applies to the funds in scope. We actively
participate in several coalitions of investors such as the Institutional Investors Group on Climate Change
(IIGCC), the Carbon Disclosure Project (CDP) or the Principles for Responsible Investment (PRI) to challenge
companies on their actions and their level of preparation on climate change.

e. What is the ESG analysis and evaluation methodology of the fund manager/fund
management company (how is the investment universe built, what rating scale is used
etc.)?
ESG analysis and evaluation methodology are set out below
ESG exclusions
AXA IM has defined a set of ESG standards that lead to exclusions in the areas such as tobacco, defence white
phosphorous weapons, UNGC violations and low ESG quality. With regards to the low ESG quality, a screening of the
investment universe is done to filter worst ESG players, these exclusions are decided collegially, under the leadership
of the RI Experts and in close cooperation with investment teams
AXA IM has also defined a number of sectorial exclusion policies including controversial weapons, palm oil, soft
commodities and climate risk. These policies are validated by AXA IM Management Board, and the regular update of
exclusion-lists is validated by the ESG Monitoring and Engagement Committee which is attended by RI Experts,
investment teams as well as Risk and Compliance teams.
ESG exclusions are excluded from the selection universe used by the Fund. Once validated, adherence to exclusions
policies is monitored pre trade through the fund manager front office tools and post trade by our Investment Guidelines
team.
ESG scores
AXA IM has defined a comprehensive RI framework which serves as the basis of our analysis of issuers across sectors
and regions. This proprietary grid integrates 3 ESG pillars through 6 factors (corporate governance, business ethics,
human capital, social relations, resource efficiency and climate change) and then 13 sub-factors (see detail in 3(b)).
In order to ensure breadth and depth of coverage of our asset classes and to supplement our in-house research, we
use Raw ESG company/country data from a number of external ESG research providers which are combined to obtain
a proprietary ESG score. These scores are computed and maintained by the RI Solutions, Tools and Models team,
validated by a Scoring, Methodology & RI Processes committee which involves investment and risk teams. We cover
more than 8,100 companies and 100 countries with our quantitative scoring system replicating the ESG framework.
To support the integration of ESG factors in their investment decisions, portfolio managers have full access to ESG
scores and KPIs. This includes company level aggregate scores ranging on a scale of 0 to 10 as well as each dimension
E, S, G and the inputs that led to them.
The ESG scores as described above are systematically used in portfolio construction. The use of an optimiser allows the
Fund to retain the desired factor exposure to low volatility and quality while improving its overall ESG profile. The
optimiser is set to consider each stock’s Factor profile (quality and low volatility) alongside its ESG score, water intensity
(measured in M3/Million $ revenue) and carbon footprint (measured in CO2 Tonnes/Million $ revenue) of each
company. This tilts materially the portfolio toward stocks with higher ESG scores and lower water and carbon intensity
while maintaining the targeted factor exposure.
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ESG Reporting
Also available to investment professionals are voting / AGM results, CO2 emission rates (scope 1 and 2) as well as
comparative tables by sector and UN Sustainable Development Goals alignment information. An analytical tool is also
available to help investment professionals investigate the score of a given issuer and its evolution.
We are extending our analysis to include additional climate KPIs at issuer and portfolio level (e.g. temperature, green
share).

Filters and criteria applied to the universe

Objective

Criteria

Sources

Starting investment universe

MSCI World Index Constituents

MSCI

c. 1600

AXA IM RI team

c. 1492

Screening for application of
AXA IM sectorial policies and
application of AXA IM ESG
standards

Application of additional
exclusion lists

AXA IM sectorial policies (applied across AXA IM)
include: controversial weapons, palm oil, soft
commodities and climate risk policies
AXA IM ESG standards (applied to AXA IM RI funds):
tobacco, defence, severe controversies (Level 5
Sustainalytics) and Low ESG quality (Low ESG scores)
Application of the Norwegian State Pension Fund
exclusion list

Norwegian state pension
/ investment manager

ESG Labels related exclusion lists

AXA IM RI team

Screeening of remaining
Removal of companies that do not exhibit the
Universe to obtain the desired
Desired factor profile
Factor profile
ESG targetting policy

Holdings remaining

Investment Manager /
optimisation process

Targeting of high ESG scores, lower carbon footprint Investment Manager /
and water intensity
optimisation process

c. 1412

c. 1038

c.c. 374

Source Rosenberg Equities. Data at 30/09/2020. The data presented avoids any double counting effect of a number of
exclusion appearing onto more than one exclusion list

f. How often is the ESG evaluation of the issuers reviewed? How are any controversies
managed?
ESG scoring
ESG scores are updated every 6 months – with a validation of the Scoring, Methodology & RI Processes committee which
involves investment and risk teams. The list of ESG criteria and the sector weight matrix to be applied to the various subcriteria E, S and G is reviewed on a regular basis in order to better understand the most significant issues by sector and to
identify the data providers that better respond to the sector analysis benchmark. The goal is to have an ESG score that
best reflects the beliefs of the ESG analysts. With this in mind, we favour both financial materiality and the impacts
generated by companies on the environment, communities and the economy.
Controversies
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Issuers characterized by severe controversies are excluded from the Fund, as part of our AXA IM ESG standards. Our
analysis of controversies is based on a list provided by an external provider, which is reviewed qualitatively and adjusted
as necessary by the ESG Monitoring and Engagement Committee. This list is updated at least on a quarterly basis, and
intermediary updates can also be done if required by Newsflow.

4. Investment process
a. How are the results of the ESG research integrated into portfolio construction?
To fully integrate ESG considerations in our investment approach, the Fund systematically uses company-level ESG scores
derived from AXA IM corporate ESG framework, which provides a means to measure and analyse how companies are
facing long-term ESG trends. This framework is used in conjunction with carbon and water intensity data, as well as
exclusion lists, to provide a holistic view of each company attributes. The ESG scores and data are integrated into our
investment process at the portfolio construction phase. We do this using an optimiser, as this allows the portfolio to retain
the desired exposure to low volatility and high earnings quality while improving materially the overall ESG profile of the
Fund relative to its benchmark index.
ESG considerations also enter our investment process upstream in the construction of our factors. Our fundamental
research is aimed at understanding the relationship between ESG concepts and traditional drivers of risk and return. We
aim to improve our modelling of the factors we sue through the inclusion of ESG ideas and trends. An example of this is
our use of board diversity indicators to improve our prediction of the expected change in earnings quality. Over time, we
expect this upstream integration to play a larger role in our investment process
For stocks that are held, we vote proxies using our inhouse policy and support the engagement activities performed our
RI Research and Active Ownership team.

b. How are criteria specific to climate change integrated into portfolio construction?
The Fund systematically seeks a significant improvement of its carbon footprint and water intensity compared to its
benchmark and we regularly include these KPIs in our client reports.
AXA IM is in the process of expanding our dataset to be in a position to report new forward-looking climate indicators
covering both corporate and sovereign investments including metrics such as portfolio temperature, carbon budget.
These will be disseminated in front office tools to help portfolio managers further integrate climate risks and opportunities
into portfolios strategies. The selection of metrics and set up of climate frameworks has been achieved by building up
constructive collaboration with a consortium of external experts such as Trucost, Carbon Delta and Beyond Ratings. This
combination of various expertises will further evolve and be complemented overtime. Training on these new features
will be made available to investment management teams to reinforce their knowledge of climate considerations, include
them in their assessment of issuers, and enable them to identify the best investment opportunities as well as the riskiest
assets.

c. How are the issuers that are present in the portfolio, but not subject to ESG analysis
evaluated (not including mutual funds)?4

4

Reference to Article 173 of the French TECV Act and the TCFD recommendations (delivering on investor and stakeholder demands for
climate-related information)
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AXA IM’s ESG Scoring Methodology covers more than 8,100 issuers, and covers the totality of the investment universe
used for portfolio construction of the Fund.

d. Has the ESG evaluation or investment process changed in the last 12 months?
ESG evaluation or the investment process applied to the Fund has remained unchanged over the past 12 months. We last
redefined our ESG scoring process for companies in 2017. In particular, we have redesigned our mix of data providers and
ESG criteria, and reviewed the sector weighting in scoring to better focus on the most material ESG issues. In 2019, the
Fund started to apply the AXA IM ESG standards, as described above. In 2020, the fund has started to apply restrictions
related to the Towards Sustainability and FNG labelling schemes.

e.

Is a part of the fund(s) invested in entities pursuing strong social goals/social enterprises?

This is not an identified focus of the Fund; although our scoring framework does take account of risk and opportunities in
that field,
Furthermore, one of the dimensions of AXA IM’s RI strategy is to ensure our investments can have a positive impact on
society. In that perspective, we have developed a partnership with ISS Oekom to measure the alignment of our
investments with UN SDGs, with reporting on alignment to be available for clients for selected SDGs on selected funds,
starting in 2019.

f. Does the fund engage in securities lending activities?
The Fund may participate in stock lending activities. Any stock lent is recalled for the exercise of voting rights. A specific
process has been put in place, described in our stock-lending policy, available on request.

g. Does the fund use derivative instruments?
The Fund can use derivative instruments with restrictions for their use detailed in the Fund documentation. However
this type of instruments do not typically form part of our investment approach.
h.

Does the fund invest in mutual funds?

The Fund can invest into mutual funds with restrictions for their use detailed in the Fund documentation. However this
type of instruments does not typically form part of our investment approach.

5. ESG controls
a. What internal and/or external control mechanisms are in place to ensure compliance of
the portfolio with the ESG rules on managing the fund(s) as defined in section 4?
The Fund benefits from a number of internal and external control mechanisms to ensure compliance with ESG rules and
policies.
The role of risk management
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The risk limits applied to the Fund are predefined by risk management and portfolio management executes strategies
within these limits. ESG considerations are included in these pre-defined risk limits. Such internal investment guidelines
are monitored regularly by risk management and warning flags are escalated for discussion and action (as deemed
appropriate).
Restrictions are encoded in the optimiser for pre-trade monitoring
• Restricted securities and markets are excluded at the outset from the investible universe. Once encoded
accurately, the optimiser will systematically take these into account at the portfolio at the portfolio construction
stage.
• Portfolio optimisation incorporates a number of controls on both strategy and client-specific restrictions or limits.
Risk controls are automated and enforced before any trade recommendations are generated. Any changes are
tracked and available for review by the portfolio manager and Head of Portfolio Management.

Post trade monitoring by our investment guidelines team
At the same time, the Investment Guidelines team is responsible for monitoring the systematic controls of portfolios
against client-specific, regulatory and Prospectus guidelines, including adherence to ESG policies and standards.
On a post-trade basis, portfolios are subject to daily automated compliance checking of client-directed, regulatory
(Prospectus guidelines) including adherence to ESG policies and standards using a third-party compliance tool, SimCorp
Dimension. Rosenberg Equities’ compliance officers and portfolio management are notified daily of any breaches by the
Investment Guidelines team.
Correction of a confirmed breach will be expedited upon notification, with full consideration for the best interest of the
client. Depending upon the nature of the error, the timeframe can vary and its correction may be discussed with the client
before taking action.

6. Impact measures and ESG reporting
a. How is the ESG quality of the fund(s) assessed?
The ESG quality of the Fund is monitored through the ESG scoring of the portfolios – which is regularly monitored by the
portfolio managers. The score is established based on AXA IM proprietary scoring methodologies, leveraging inputs from
leading ESG data providers such as MSCI, Sustainalytics and Vigeo. The ESG score is calculated on a scale of 0 to 10 (0 for
the worst score, 10 for the best score) from the using a predefined weighting by sector for the each of the different E, S
and G sub factors.
Weak ESG scoring companies are systematically excluded from the investment universe used to construct the Fund.
The use of quantitative investment techniques and in particular the optimisation process for the portfolio construction
allows to target a material improvement of the ESG profile as well as the carbon footprint and water intensity compared
to the benchmark. In simple terms, should 2 separate companies exhibit the same risk return profile; the optimiser will
automatically select the company with the strongest ESG attributes.
In addition to this, ESG Scores and a number of ESG KPIs are monitored on a regular basis by the portfolio manager as
well as by our risk management team (independently from the portfolio management team). A number of KPIs are
reported in the ESG report of the Fund which is available externally.

17

AXA IM - INTERNAL

October 2020

b. What ESG indicators are used by the fund(s)?5
An ESG report on the Fund is produced regularly, containing its ESG score and that of its benchmark index. Detailed on
the distribution of ESG score is also provided as well as decomposition of the Fund and Benchmark on each of the E, S and
G individual scores. Information on carbon footprint and water intensity is also available for the Fund and the Benchmark.
We are currently in the process of reinforcing the ESG report, to include additional KPIs.

c. What communication resources are used to provide investors with information about the
SRI management of the fund(s)?
AXA IM attaches great importance to communicating as transparently and comprehensively as possible to its clients in
order to provide them with all the elements of analysis and assistance in understanding responsible investment.
All the main financial and non-financial information relating to ESG funds is available on our local websites in accordance
with the regulations governing UCIs and Article 173 of the Transition Ecologique et Energétique law. We make available
to our clients, on an ad hoc basis, the ESG report of our portfolios including ESG score as well as key ESG performance
indicators.
At the level of the management company
The following contents are available on the website(www.axa-im.com):
• PRI Annual Report
• RI annual report including the stewardship report
• AXA IM RI Policy
• AXA IM voting policy
• AXA IM sectorial exclusion policies
• Carbon footprint of AXA IM (annual report)
At the fund level
The following contents are available on the local websites:
• Generic Transparency code (i.e. this document)
• ESG and Voting reporting
• Legal documentation (prospectus, KIID)
• Monthly: comments from the portfolio manager, integrated reporting within B to B and B to C,
• Semi-annually: legal report
Zoom on Article 173 reporting
In line with the article 173, we keep ESG reporting available to our clients for all funds marketed in France, which allows
clients to have additional information on the ESG performance of their portfolio, to know the ESG issues of the main
positions of their portfolio and evaluate the evolution of ESG indicators. We have also enriched our reporting with a
climate section that details the CO2 emissions associated with investments held in the portfolio as well as the contribution
of companies to activities that promote energy transition. Identifying the most exposed companies will help establish a
dialogue between issuers and clients about the possibility of repositioning towards a less carbon-intensive economy.

d. Does the fund management company publish the results of its voting and engagement
policies?
AXA IM stewardship report is available on our website. In addition, the results of voting activities for each Fund are
available through the ISS platform.
5

Reference to Article 173 of the French TECV Act
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Appendix 1 - European SRI Transparency Code: Reminder of context
The European SRI Transparency Code (the Code) focuses on SRI funds distributed publicly in Europe and is designed to cover
a range of assets classes, such as equity and fixed income.
All information pertaining to the European SRI Transparency Code can be found at the following website: www.eurosif.org.
The Code comes with a Guidance Manual for fund managers on how to best use and respond to the Code.
REVISION OF THE CODE
In 2017 the Code was updated to better reflect the continuing evolution of the European SRI market. A Working Group was
set up to facilitate revision of the Code in line with the latest developments in the industry and in view of the latest work
carried out by experts at the European and global level.
Applications to sign up to the Code will now be in line with key elements of the recommendations made by the Task Force
on Climate-related Financial Disclosures (TCFD), Article 173 of the French TECV Act and the latest recommendations made by
the High-Level Group of Experts on Sustainable Finance (HLEG) in its final report published in January 2018. Questions that
are specifically designed to reflect that recommendations/legislation are indicated in the Code with footnotes.
TWO KEY MOTIVATIONS UNDERPIN THIS CODE
The opportunity for retail SRI funds to provide clarification to investors and other stakeholders about their SRI
approach in an easily accessible and comparable format.
Proactive strengthening of self-regulation to contribute to the development and promotion of SRI funds by
setting up a common framework for transparency best practices.
GUIDING PRINCIPLE
Signatories to the Code should be open and honest and should disclose accurate, adequate and timely information to enable
stakeholders, especially consumers, to understand the ESG policies and practices of the fund.
COMMITMENTS BY SIGNATORIES
-

The order and exact wording of the questions should be followed;

-

Responses should be informative and clear, and the resources and methodologies used should be described in
as much detail and as precisely as possible;

-

Funds should report data in the currency that they use for other reporting purposes;

-

Reasons preventing the fund from providing all or part of the information to a given question should be clearly
stated and, in such cases, signatories should state when they will be able to answer the question;

-

Responses should be updated at least on an annual basis and should have a precise publication
date;

-

Responses to the Code should be easily accessible from the website of the fund and/or of the fund manager. In
any case, signatories should make it clear where to find the information required by the Code;

-

Signatories are solely responsible for the answers to the questions and should state this in their response.
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