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SUMMARY 

The investment objective of the Fund is to provide investors with long-term capital growth, 

primarily through investment in global equities. The Fund aims to outperform a financial 

Benchmark (MSCI All Country World Net Total Return Index (US$)) over a rolling 5-year period.  

The Product is an unconstrained, concentrated, high conviction ESG global equity fund (25-40 

holdings) not constructed in relation to an index. 

The Investment Manager aims to achieve the Fund’s investment objective by adopting a long 

term, fundamental, “bottom-up” stock selection approach focusing on analysing individual 

stocks, rather than economic / market cycles, in order to identify companies across various 

market caps with potential for secular growth. The strategy is orientated around long-term 

secular trends deemed to be underappreciated. 

In pursuing financial returns, the aim of this Environmental, Social, and Governance ("ESG") fund 

aims to support net global carbon neutrality by 2050 and hence seek alignment with the 1.5°C 

global warming target set out in the Paris Agreement. This financial product promotes 

environmental or social characteristics, but does not have as its objective a sustainable 

investment. The Product promotes ESG characteristics through a combination of exclusions; a 

proprietary, materiality-based environmental, social and governance analysis; and active 

stewardship. 

The Product will seek to create positive environmental and social impacts by investing in 

companies that engage in economic activities that the Investment Manager considers to provide 

environmental and/or social benefits; are determined by the Investment Manager to have strong 

environmental, social and governance performance relative to their peers; and/or where 

engagement by the Investment Manager’s specialized team of internal shareholder advocates 

can result in improvement. 

The Product will have a minimum proportion of 70% of sustainable investments.  From time to 

time, the Fund may be incidentally invested in sustainable investments that contribute to any one 

(or more) of the environmental objectives identified in Article 9 of the Taxonomy Regulation. In 

addition, the Investment Manager considers companies operating with below-peer carbon 

intensity of revenues and/ or implied temperature rise to be beneficial. Such investments can be 

found in many economic sectors. 

As part of the Product’s investment process, companies that have strong environmental and/or 

social performance relative to their peers are identified via our proprietary materiality-based 

benchmarking and in-depth analysis. This analysis includes an assessment of whether Trillium 

considers that the company’s activities could be regarded as causing significant harm to other 

environmental or social objectives.  The Investment Manager will monitor indicators that are 

deemed to indicate the presence of PAIs. Subsequently, the Investment Manager will consider 

whether this represents any potential harm to any environmental or social objectives. 
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Companies considered to be materially involved in businesses that have higher risk will be 

excluded/restricted; the investment process also restricts companies with identified major recent 

or ongoing controversies. Governance assessment of portfolio companies is conducted as part 

of the proprietary ESG benchmarking process. Additionally, the Investment Manager has a 

specialised team of internal shareholder advocates that actively engage with companies to 

advocate for environmental and social related improvements. 

Although the Product intends to normally be fully invested in investments that are aligned with the 

E/S characteristics of the Product, the size of any remainder (expected to be only cash and cash 

equivalents; currencies, bank deposits, certificates of deposit and/or government securities, etc.) 

may range to up to 20% of the Product’s AUM from time to time.  This remainder may be subjected 

to less exhaustive procedures in order to determine ESG characteristics. The Product does not 

use financial derivative instruments (“FDI”) to attain environmental or social characteristics. 

In order to measure how the E/S characteristics promoted by the product are met, the Manager 

selects indicators to measure companies’ performance on the identified topics, and then applies 

weights for each indicator, to produce the overall scores for each company in the benchmarking 

materiality review.   The Investment Manager regularly updates the materiality benchmarking 

process.  Upon update, the topics analyzed may be refreshed to represent most current data 

availability or new understanding of sustainability challenges.   

Data from ESG vendors and other sources is used in this process to quantitatively rank 

companies’ ESG performance within a given industry, and both internal and external data sources 

are used to measure the attainment of its environmental and social characteristics.  The 

Investment Manager regularly assesses existing data vendors and compares services and 

products from other vendors.   The data vendor selection process is driven by seeking to select 

the data vendor whose approach, philosophy and data output/functionality best aligns with what 

the Investment Manager is seeking to accomplish.  Another key consideration is the availability 

of constituent data for each indicator for the specific set of companies being analyzed.  Inherent 

limitations of third party ESG methodology and data include lack of consistency, comparability, 

periodicity and reliability, from regulatory and non-regulatory standard setting organizations, as 

well as individual companies.  

The universe for underlying assets is restricted by both fundamental and ESG guidelines in order 

to provide an initial consideration of E/S safeguards. Subsequently, each individual stock that is 

proposed to be included in the Investment Manager’s approved list, must have undergone the 

Investment Manager’s fundamental, ESG materiality and in-depth analyses, and have been 

approved by the Investment Manager’s Investment Management Committee (IMC). 

Active and engaged ownership is a cornerstone of the Investment Manager’s investment 

process, and the Investment Manager has a dedicated Shareholder Advocacy team, and 

annually discloses percent of portfolio companies engaged with, with a goal of engaging all 

companies annually.  
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NO SUSTAINABLE INVESTMENT OBJECTIVE 

This financial product promotes environmental or social characteristics, but does not have as its 

objective a sustainable investment. The Product will have a minimum proportion of 70% of 

sustainable investments with: 

• an environmental objective in economic activities that qualify as environmentally 

sustainable under the EU Taxonomy;  

• an environmental objective in economic activities that do not qualify as environmentally 

sustainable under the EU Taxonomy; or 

• a social objective  

DNSH – Do No Significant Harm 

As part of the Product’s investment process, companies that have strong environmental and/or 

social performance relative to their peers are identified via our proprietary materiality-based 

benchmarking and in-depth analysis. This analysis includes an assessment of whether Trillium 

considers that the company’s activities could be regarded as causing significant harm to other 

environmental or social objectives, such as levels of the company’s greenhouse gas emissions 

and negative impacts of climate change on people, nature or property.   

How the indicators for adverse impacts are taken into account 

The Investment Manager engages with a third-party data provider, currently Institutional 

Shareholder Services (ISS), to provide data on the principal adverse impacts (PAIs) of the Product 

on sustainability factors. The Investment Manager will monitor indicators that are deemed to 

indicate the presence of PAIs. Subsequently, the Investment Manager will consider whether this 

represents any potential harm to any environmental or social objectives. 

The Product seeks to mitigate environmental, social and governance (“ESG”) risks through both 

exclusion and research-based analysis. Companies considered by the Investment Manager to be 

materially involved (5% of revenue, unless otherwise indicated) in the businesses that have higher 

risk will be excluded/restricted, such as: agricultural biotechnology; coal mining/hard rock 

mining/tar sands; private prisons; tobacco (0% tolerance for tobacco producers); weapons and 

Firearms (0% tolerance for biological, chemical, and nuclear weapons); gaming/gambling; 

pornography and the traditional fossil fuel-based Energy sector. The investment process also 

restricts companies with identified major recent or ongoing controversies in areas such as animal 

welfare, environmental violations, workplace discrimination and human rights, product safety and 

management violations and governance controversies. 

The Product’s ESG integrated investment process is broadly aligned with frameworks including 

the OECD Guidelines for Multinational Enterprises, the UN Guiding Principles on Business and 
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Human Rights, and the Declaration of the International Labour Organisation on Fundamental 

Principles and Rights at Work and the International Bill of Human Rights. 

ENVIRONMENTAL OR SOCIAL CHARACTERISTICS OF THE 
FINANCIAL PRODUCT 

The Product promotes ESG characteristics through a combination of exclusions; a proprietary, 

materiality-based environmental, social and governance analysis; and active stewardship. The 

aim of this Environmental, Social, and Governance ("ESG") fund is to support net global carbon 

neutrality by 2050 and hence seek alignment with the 1.5°C global warming target set out in the 

Paris Agreement. 

The Product will seek to create positive environmental and social impacts by investing in 

companies that engage in economic activities that the Investment Manager considers to provide 

environmental and/or social benefits; are determined to have strong environmental, social and 

governance performance relative to their peers, via the Investment Manager’s proprietary 

materiality-based benchmarking and in-depth analysis; and/or where engagement by the 

Investment Manager’s specialized team of internal shareholder advocates can result in 

improvement, as determined by internal analyses and external data providers. Typically, one out 

of every four companies (i.e. approximately 25%) from the identified peer group that are reviewed 

by the Investment Manager during the benchmarking stage of the process are excluded from 

further review.  

The Investment Manager considers both social and environmental factors in its selection process.  

Companies are analysed via industry-specific metrics, against underlying indicators of 

environmental and social leadership and for identification of areas of improvement.  

Environmental topics considered include, for example: 

• environmental management policies and programs;   

• energy efficiency of products and; 

• carbon intensity of revenues, with a view to supporting net global carbon neutrality by 

2050.  

Social topics considered include, for example:  

• worker health and safety 

• human rights,  

• business ethics,  

• human capital,  

• labour management and;  

• privacy and data security.  
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INVESTMENT STRATEGY 

The investment objective of the Fund is to provide investors with long-term capital growth primarily 

through investment in global equities. The Fund aims to outperform a financial benchmark (MSCI 

All Country World Net Total Return Index (US$)) over a rolling 5-year period. In pursuing financial 

returns, the aim of this Environmental, Social, and Governance ("ESG") fund is to support net 

global carbon neutrality by 2050 and hence seek alignment with the 1.5°C global warming target 

set out in the Paris Agreement.  

This financial product promotes environmental or social characteristics, but does not have as its 

objective a sustainable investment. The Product promotes ESG characteristics through a 

combination of exclusions; a proprietary, materiality-based environmental, social and governance 

analysis; and active stewardship 

The Investment Manager aims to achieve the Fund’s investment objective by adopting a long 

term, fundamental, “bottom-up” stock selection approach focusing on analysing individual stocks 

rather than economic / market cycles, in order to identify companies across various market caps 

with potential for secular growth (for example, companies involved in internet transformation, 

healthcare innovation, paperless payments and resources scarcity and emerging markets 

demographics). Secular growth occurs when there is a long-lasting and essential shift in an 

industry or sector leading to substantial growth.  

The Investment Manager believes that a company’s understanding, implementation and 

commitment to ESG principles demonstrates the quality of ethical leadership. The Investment 

Manager believes that this can create a distinct competitive advantage and the potential to deliver 

long term shareholder returns.  

The Product does not incorporate ‘’top-down’’ analysis in the traditional sense, meaning that the 

Product’s analysis does not try to predict economic / market cycles and typically does not react 

to geopolitical events. The strategy is orientated around long-term secular trends deemed to be 

underappreciated. 

The Product primarily invests in high quality stocks that fulfil the following six key investment 

criteria: 

• Attractive End Market 

• Long term competitive advantage 

• Resilience 

• High Quality Earnings 

• Proven Leadership 

• Acting in stakeholders interests 
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These criteria alone are necessary but not sufficient for to meet the strategy’s ownership 

threshold.  Investment ideas that meet the six key investment criteria are subjected to the 

Investment Manager’s rigorous ESG and fundamental due diligence process, described 

elsewhere in this document.   Companies deemed satisfying all these requirements are the raw 

materials used to construct the portfolio. Only those companies which also have attractive 

valuation are likely to be selected by the Investment Manager for investment by the Fund, while 

other available names not deemed to have a sufficiently attractive valuation for investment at that 

point in time may be re-considered for selection at a later stage.  

The Product invests globally and has exposure to both emerging (excluding Russia) and 

developed markets. The Product may invest in companies of any size and seeks diversification 

by country and economic sector. The Product invests primarily in common stocks or American 

Depositary Receipts ("ADRs") and Global Depositary Receipts ("GDRs") listed or traded on 

Regulated Markets. 

Binding Elements 

Companies considered to be materially involved (5% of revenue, unless otherwise indicated) in 

the businesses that have higher risk will be excluded/restricted, such as:  

• agricultural biotechnology;  

• coal mining/hard rock mining/tar sands;  

• private prisons;  

• tobacco (0% tolerance for tobacco producers);  

• weapons and Firearms (0% tolerance is for biological, chemical, and nuclear weapons);  

• gaming/gambling;  

• pornography and; 

• the traditional fossil-fuel based Energy sector 

The investment process also restricts companies with identified major recent or ongoing 

controversies in areas such as  

• animal welfare and environmental violations; 

• workplace discrimination and human rights; 

• product safety and; 

• management violations & governance controversies. 

Good Governance 

Governance assessment of portfolio companies is conducted as part of the proprietary ESG 

benchmarking process, as described elsewhere in this document.    

Specific issues evaluated include:  
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• the company’s ownership structure, to include presence of controlling shareholders, 

differential voting rights, etc.; 

• board composition, to include understanding of independent board majority, CEO/Chair 

split, and gender and racial diversity of board members;  

• pay practices and other incentive practices to include golden parachutes, annual incentive 

measures, and; 

• accounting practices to include transparency and independence of financial practices.   

Qualitative judgment is applied to the analysis of governance elements, similar to the 

environmental and social analysis, in order to conclude on the overall assessment of governance.  

Additionally, the Investment Manager has a specialised team of internal shareholder advocates 

that actively engage with companies to advocate for environmental and social related 

improvements. 

The Product’s proxy voting is overseen by a proxy voting committee, and informed by the 

Investment Manager’s proxy voting guidelines, which are available on the Investment Manager’s 

website, see for example https://www.trilliuminvest.com/proxy-voting/2022-proxy-voting-

guidelines.  

PROPORTION OF INVESTMENTS 

The Product primarily invests in a diversified portfolio of transferable equity and equity-related 

securities. 

The Product promotes ESG characteristics, and while it does not have as its objective a 

sustainable investment, it will have a minimum proportion of 70% of sustainable investments with: 

• an environmental objective in economic activities that qualify as environmentally 

sustainable under the EU Taxonomy, 

• an environmental objective in economic activities that do not qualify as environmentally 

sustainable under the EU Taxonomy and; 

• with a social objective.   

From time to time, the Fund may be incidentally invested in sustainable investments that 

contribute to any one (or more) of the environmental objectives identified in Article 9 of the 

Taxonomy Regulation (Regulation (EU) 2020/852), namely: 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 the protection and 

restoration of biodiversity and ecosystems. In addition, the Investment Manager considers 

companies operating with below-peer carbon intensity of revenues and or implied temperature 

rise to be beneficial. Such investments can be found in many economic sectors, but must 

https://www.trilliuminvest.com/proxy-voting/2022-proxy-voting-guidelines
https://www.trilliuminvest.com/proxy-voting/2022-proxy-voting-guidelines
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demonstrate clear and documented qualities of environmental stewardship over the period of 

ownership. 

Although the Product intends to normally be fully invested in investments that are aligned with the 

E/S characteristics of the Product, the size of the remainder may range to up to 20% of the 

Product’s AUM from time to time, and the remainder will typically be subject to less exhaustive 

and more general procedures in order to determine ESG characteristics. We expect only cash 

and cash equivalents; currencies, bank deposits, certificates of deposit and/or government 

securities, etc. to be included in the remainder portion.  

Collective investment schemes 

The Product may look to invest indirectly, through other collective investment schemes when such 

investment is consistent with its primary investment focus, for the purposes of gaining exposure 

to the types of instruments described herein where investment via another collective investment 

scheme is preferable to a direct investment or otherwise, where Trillium deems it appropriate for 

liquidity management purposes.  

Cash/other ancillary liquid assets 

Although it will be normal investment policy of the Fund to deploy its assets as detailed the Product 

may hold investments in cash or other ancillary liquid assets (such as certificates of deposit and 

cash deposits denominated in such currency or currencies as determined by the Product). For 

liquidity or cash management purposes, the Product may hold up to 100% of the Net Asset Value 

of the Product in cash or ancillary liquid assets at any time, however, in normal market conditions, 

it is not anticipated that the Product’s exposure to cash or ancillary liquid assets would exceed 

10% of the Net Asset Value of the Product. 

Such assets may be held:  

1) in the absence of finding individual securities which the Product considers the possible or 

expected return to outweigh any risks involved in such investment; 

2) to protect the value of the Product and maintain liquidity at times in falling or volatile 

markets; or  

3) as otherwise deemed appropriate by the Investment Manager. 

 

Securities Financing Transactions 
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The Product may use certain ‘securities financing transactions’, namely securities lending.  

The maximum proportion of the Product’s assets that may be subject to securities lending is 50% 

and the expected proportion of the Product’s assets that may be subject to securities lending is 

between 0% and 33.3%.  

Derivatives  

The Product does not use financial derivative instruments (“FDI”) to attain environmental or social 

characteristics. The Product does not invest in financial derivative instruments and will not do so 

until a risk management process has been prepared and submitted to the Central Bank in 

accordance with the Central Bank requirements. It is not proposed that the Fund will engage in 

hedging at portfolio level.  

 

 

MONITORING OF ENVIRONMENTAL OR SOCIAL 
CHARACTERISTICS 

The Investment Manager regularly updates the materiality benchmarking analysis, described 

elsewhere in this document.  Upon update, the topics analyzed may be refreshed to represent 

most current data availability or new understanding of sustainability challenges, as determined by 

the Investment Manager’s fundamental Analyst, ESG Analyst and Shareholder Advocate teams.  

In addition, all active holdings are assessed at least annually to identify and analyze the presence, 

severity, and status of any potential major recent or ongoing controversies in areas such as animal 

welfare, environmental violations, workplace discrimination and human rights, product safety and 

management violations and governance controversies. 

 

 

Securities lending means transactions by which one party transfers securities to the other 

party subject to a commitment that the other party will return equivalent securities on a future 

date or when requested to do so by the party transferring the securities, that transaction 

being considered as securities lending for the party transferring the securities. 
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METHODOLOGIES  

The aim of this ESG fund is to support net global carbon neutrality by 2050 and hence seek 

alignment with the 1.5°C global warming target set out in the Paris Agreement.  In order to 

measure how the E/S characteristics promoted by the product are met, the Manager considers 

the following metrics in its baseline assessment of the portfolio’s E/S characteristics:  

 

• Implied temperature increase associated with the portfolio’s emissions 

• Alignment analysis comparing current and projected future GHG emissions using 

scenario analysis  

• Percent of holdings in companies that have committed to setting Science Based Net Zero 

targets 

• Relative emission exposure: Scope 1, 2 & 3 emissions, assessed for context on a relative 

basis against the relevant broad market index (MSCI ACWI1 ) 

• Relative carbon intensity: GHG emissions per unit of revenue, assessed for context on a 

relative basis against the relevant broad market index (MSCI ACWI)  

• Percent of holdings in companies with diverse boards, and 

• Percent of holdings in companies with evidence of targets for workforce diversity and 

inclusion  

 

DATA SOURCES AND PROCESSING 

The Product utilizes both internal and external data sources to measure the attainment of its 

environmental and social characteristics.  

At current time, the product utilizes a variety of external ESG data vendors including MSCI, ISS, 

and RepRisk, among others, to monitor and report portfolio-level metrics.   

The investment Manager also seeks to include data and information from non-profit and 

governmental organizations, including industry-specific ones, when appropriate.  Examples of 

such sources include CDP (formerly known as the Carbon Disclosure Project) and the Access to 

Medicine Index.   

How is data quality ensured? 

 
1 For the avoidance of doubt,  MSCI ACWI is not used as a reference benchmark for the purposes of Article 
8(1)(b) of the SFDR. 
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The Investment Manager regularly assesses existing data vendors and compares services and 

products from other vendors.  The data vendor selection process is driven by seeking to select 

the data vendor whose approach, philosophy and data output/functionality best aligns with what 

the Investment Manager is seeking to accomplish.  Other factors considered are universe of 

equities included in a vendor’s coverage.  The Investment Manager seeks to understand how 

data vendors source, analyze and publish information. When identified, the Investment Manager 

may work with the data provider to improve awareness and inaccuracies. 

How is data processed? 

In the Investment Manager’s industry-level benchmarking materiality review, data from ESG 

vendors and other sources is used to quantitatively rank companies’ ESG performance within a 

given industry, or sub-industry if that is the more appropriate level of analysis.  In the materiality 

review process, members of the Investment Manager’s fundamental Analyst, ESG Analyst and 

Shareholder Advocate teams determine the topics that are most material to each sector or sub-

industry, from a perspective of both stakeholder concerns and financial risks. This cross-function 

team then selects Indicators to measure performance on the identified topics, sourced form ESG 

data vendors or other information sources as described above The team then selects and applies 

weights for each indicator, to produce the overall scores for each company in the benchmarking 

materiality review.   

Related, processed data is also considered for review in company-specific intrinsic and in-depth 

analyses as required.  

What proportion of data is estimated? 

The fundamental and ESG analyses of financial assets inherently include the use of estimates 

and forward projections. As it relates to ESG, the Investment Manager’s team selects which data 

and indicators to use in the ESG benchmarking process, as described above, including from a 

variety of ESG data vendors.  When selecting metrics from ESG data vendors, the Investment 

Manger preferentially selects indicators related to raw data or analysis of specific performance 

and determines its own weightings, rather than use overall scores that specifically include the 

data vendors’ weighting and risk models.  When the Investment Manager’s team is selecting 

indicators to include in the benchmarking process, one of the key considerations is the availability 

of constituent data for each indicator for the specific set of companies being analyzed.  No 

indicators are selected to be used for the analysis of a given industry if less than half (50%) of the 

companies in the analytical set has data. 

In the specific case of carbon emissions and intensity metrics, the Investment Manager’s existing 

data vendors do have estimation processes, and the Investment Manager may use the estimates 

of these specific indicators in the materiality review scoring process and the portfolio carbon 

statistics disclosure.  
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LIMITATIONS TO METHODOLOGY AND DATA 

Inherent limitations of third party ESG methodology and data include lack of consistency, 

comparability, periodicity and reliability, from regulatory and non-regulatory standard setting 

organizations, as well as individual companies. We address these limitations by originating, 

researching and verifying our internal data, which includes the direct communication with ESG 

data vendors, companies and relevant non-profit organizations.  

In order to establish ESG ratings for securities within the Product’s investment universe, the 

Investment Manager utilizes a combination of information from issuers and data providers, as well 

as its own proprietary methodology for determining ESG risks of an issuer. As a result, the Product 

partly relies on third-parties to collect and analyze ESG-related data, and such third parties in turn 

rely on self-reported or estimated data. While the Product cannot ensure the accuracy of the data 

it receives or produces, it is the Investment Manager’s belief that the potential for inaccuracies 

does not affect the overall attainment of environmental and social characteristics promoted by the 

Product, because the data will still provide a reasonable estimation of the relevant indicator.   

Furthermore, there is no common industry framework that has been established to assess or 

detect violation of sectoral exclusions or international norms, such as the UN Global Compact. 

The only measures in place for such controversies is by excluding investee companies whereby 

a controversy occurs that exhibits unacceptably high ESG risk for the Product. This means that 

there can sometimes be time lag between the occurrence of such an event and the effective 

exclusion of the issuer by the Product.  

DUE DILIGENCE 

The universe for underlying assets is restricted by integrated fundamental and ESG processes, 

as described above, in order to provide an initial consideration of E/S safeguards. Subsequently, 

each individual stock that is proposed to be included in the Investment Manager’s approved list 

and thus eligible for inclusion in the Product must have undergone the Investment Manager’s 

fundamental, ESG materiality and in-depth analyses as documented in an equity research report, 

been presented for discussion and debate in the Investment Manager’s  Investment Management 

Committee (IMC) – which consists of all Portfolio Managers and Equity/Fixed Income analysts – 

and must have obtained a majority vote from the IMC.  The Investment Manager’s investment 

and ESG analyst teams are responsible for the completion of all research, analysis and 

maintenance of related documentation of third party and internal materials that support investment 

conclusions. The risk and oversight processes are supported by both the investment and 

compliance teams.  
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ENGAGEMENT POLICIES 

Active and engaged ownership is a cornerstone of the Investment Manager’s investment process, 
and the Investment Manager has a dedicated Shareholder Advocacy team.  The Investment 
Manager annually discloses the proxy voting record of the Product, including votes cast against 
management; shareholder proposals the Investment Manager has filed; and percent of portfolio 
companies engaged with, with a goal of engaging all companies annually.   

Key tools employed by the advocacy team include: 

• Direct engagement 

• Sign-on letters and coalition efforts 

• Shareholder resolutions, and 

• Proxy voting. 

 

DESIGNATED REFERENCE BENCHMARK 

The Product does not have a sustainable designated reference benchmark.  

 


