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As responsible investment has rapidly become core to our business,
Ludivine de Quincerot and Andréa Sekularac review the major projects carried out within

our asset management division.

What have been your latest major
advances in ESG integration?

Responsible investment is not new to us.

Our commitment dates back to 2011 as we signed
the United Nations Principles for Responsible
Investment and implemented a responsible voting
policy. Our approach has been pragmatic

and has accelerated since 2017 with the creation
of a Responsible Investment team and participation
to group initiatives. At Rothschild & Co group level,
we actively contributed to the Carbon Disclosure
Project™, while at the investment management
company level, we take part in the Climate Action
100+@ group of investors. This year, most

of the efforts were focused on integrating AMF®
and SFDR regulations into all of our products

However, the considerable amount of work involved
has enabled us to affirm our commitment to
sustainability. We have positioned ourselves as one
of the most ambitious players on the market,

with 96% of our open-ended funds classified

as article 8 or 9 according to SFDR regulations

and 86% as category 1 and 2 according

to AMF doctrine. For comparison, in Europe,

an average of 25% of the assets under management

of companies are in Article 8 or 9. A wide
distinction can be noted between certain French
and Northern European players at the top

of the league, and the Anglo-Saxons lagging behind.

(1) Organisation that communicates on the environmental impact of large companies.

The SFDR regulation,
a new European standard

The European Sustainable Finance
Disclosure Regulation (SFDR) aims

to improve transparency requirements

related to the sustainability risks

of investments. This regulation is intended

to create new transparency obligations

for market participants and financial advisors.
In particular, management companies

are required to commit to classifying

their funds in one of the following three

product categories:

* Products that aim at sustainable investment,
i.e. investment in economic activities
that contribute to an environmental or social
objective, so-called “Article 9” products

¢ Products that promote environmental
or social features as part of their overall
investment strategy, so-called “Article 8”
products

* Products that either take ESG risks
into account as part of their investment
process or are explicitly declared
to be unsustainable, so-called “Article 6”
products

(2) The Climate Action 100+ initiative aims to engage the world’s largest emitters of greenhouse gases to reduce their emissions.

(3) French stock market regulator.
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Our peer group is therefore divided into two distinct
camps. On one hand, investment companies

with strong ambitions, which are willing to adjust
the means to achieve their objectives (the category
we aim to fit into), and on the other hand,

a large part of the market waiting to see how

the market and client demand evolve before
positioning themselves.

How did you get there?

We managed to reach these objectives quite naturally,
mainly driven by ambition, but also thanks to an ESG
integration process that had already been in place

for several years. Our business consists of managing
risks, identifying trends and anticipating change

to build convictions that guide our decisions.

As a result, we do not consider ESG criteria

as extra-financial, but rather that it is essential
to integrate them into our investment decisions
alongside financial criteria to create value

in the medium term. This is why we merged
our ESG and financial analysis teams.

Consequently, we maintain a close relationship

with the investment team, both in monitoring existing
funds and in creating new investment solutions.

Our expertise is mobilised across the entire value
chain, from the analysis of a topic to the study

of the competitive environment, the definition

of a product’s characteristics, the choice

of the regulatory framework or targeted label,

right up to reporting... By proceeding in this way,

this process drives the integration of these dimensions
into the investment style of each team It also

allows us to work in accordance with our expertises,
without distorting them.

In the end, getting up to speed on this new regulatory
framework was not experienced as a constraint

but rather as an opportunity, both in the formalisation
of our processes and in our positioning vis-a-vis

the market on sustainable issues with a concrete
and objective reference. This step pushed us

to get all teams on board, work together on an
objective and for everyone to fine tune their skills.

This project was a shared effort between investment
teams, support teams, along top management

who were particularly involved. We have formed
working groups, and organised committees

on technical, strategic and positioning issues.

Once the course of action was set, the teams became
massively involved and moved from awareness

to action. Today, sustainability factors

have become transversal and ESG is integrated

into everyone’s work.

(4) French Association of Financial Management.
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“As a conviction asset manager,
our long-term vision allows us
to take a transition approach...”

How do you prove your commitment
beyond investment management?

As a conviction asset manager, our long-term vision
allows us to take a transition approach.

We are committed to our business, to our sector,
as well as to the companies in which we invest.

We will not necessarily be leaders on all issues,

but do not want to be laggards. We aim

to have our own ways by joining initiatives

that are aligned with our own sustainable investment
themes to specific projects. For instance,

we have been a member of the Climate 100+
initiative for over two years, seeking to encourage
the most emitting companies to reduce

their greenhouse gas emissions. We are also

a partner of the DUO for a JOB association,

which contributes to professional integration

and which we finance through share classes

in our R-co 4Change Human Values fund.

Finally, we became a sponsor of the Polar Pod
expedition led by Jean-Louis Etienne,

which is a scientific mission to the Southern Ocean,
an area that has been little explored

because of its danger, but which is essential

for climate equilibrium.

Moreover, we aim to contribute to discussions

as much as we can, as opposed to trailing behind
developments and interpreting sensitive,

if not controversial subjects. With this in mind,

we have participated in the AFG® Responsible
Investment Committee for several years.
Nevertheless, we know that polluting sectors face
the strongest headwinds in terms of sustainability
issues. We therefore believe that excluding

them is counterproductive, and prefer to accompany
them in their transition process. We therefore
wish to go further in our contributions on these
subjects which we consider essential.



For example, we participate in the fossil fuel working
group of the AFG and, through the French Banking
Federation’s Climate and Impacts Commission,

we are a member of the taxonomy, coal and fossil fuel
working groups. We were also considering

new initiatives beyond our sector, on topics such

as corporate social responsibility and biodiversity.

Historically, our initiatives were mainly focused

on environmental aspects, which is undoubtedly

the predominant aspect of responsible investment.
Major international initiatives have often focused
their attention on this. While it is not a bad thing

in itself, it is essential not to neglect the other pillars,
especially since these issues are all interconnected:
ecological imbalances generate social imbalances
and vice versa.

Also, the Covid-19 crisis has undoubtedly contributed
to a collective awareness of the importance

of the social dimension. It is a trend we observe

but which has been exacerbated by the situation.
We are therefore trying to refocus our attention

on all of these aspects, which is the direction

of our latest positioning.

What else is on your agenda for 2021?

The second major project of the year relates

to our engagement policy. We aim to further structure
it with questionnaires targeting certain topics,

which will help establish a constant

and constructive dialogue with companies.

These themes include climate change

for our Climate funds, the Sustainable Development
Goals for R-co 4Change Moderate Allocation

and social issues for R-co 4Change Human Values.
We have defined a perimeter of “core” companies,
which represent major positions in our portfolios,
are involved in capital transactions, or are

in controversial sectors with strong transitional issues.

We believe that that an engagement policy makes
most sense in these instances. We have tried to build
a framework around three themes: the environment
through CO, emissions and water consumption,
gender equality and data protection for social issues,
as well as human rights issues and “business ethics”
for the governance aspect. We are also
strengthening our voting policy to cover all positions
in our equity portfolios.
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This year, we also focused on our multi-management
division with the launch of two sustainable

funds of funds and an ever stronger integration

of ESG criteria, targeting 100% of labelled funds

in two major institutional clients’ mandates.

In addition, more than 50% of the questions

in the due diligence questionnaires now relate

to sustainability. The team consistently

monitors the latter and is able to grasp developments.
Our multi-management team has effectively become
a lever to encourage other investment companies

to develop sustainable investment products in which
we could invest, thus promoting best practices.

Our final topic is data processing. We have been
producing optimised reports for labelled funds

for a period of time now, but seek to be transparent
across all our products on ESG indicators.

This project should be finalized by the end of the first
half of 2021. Each client, regardless of the fund,

will thus have a complete transparency on key ESG
indicators. From a more general point of view,

we will capitalise on our expertise and continue

to strengthen existing processes, work on sustainable
issues and integrate best practices. We are only

at the beginning of an ever-evolving process.

We intend to extend our 4Change range,
which is the product of our ESG integration
know-how, and to continue labelling funds
(six applications submitted this year alone).
Labels guarantee a certain credibility

and validate our expertise, even if regulations
provide a common framework.

What are the emerging trends
in sustainable investment?

Europe is well ahead in the integration

of sustainable issues, but we believe that other
regions will have to catch. Joe Biden’s arrival

in the White House should accelerate

this trend in the United States. China also set

a very ambitious target for carbon neutrality

by 2060 and a green infrastructure plan.

We may therefore see attractive

opportunities emerge, specialising on these
themes within these regjons, or discover innovations
from which we should draw inspiration. =



Avertissements

Promotional, simplified and non-contractual document. The
information, comments and analyses in this document are provided
for information purposes only and should not be construed as an
investment or tax advice, or as an investment recommendation
from Rothschild & Co Asset Management Europe. The information/
opinions/data mentioned in this document considered legitimate and
correct on the day of publication, in accordance with the economic
and financial environment in place at that date, are subject to change
at any time. Although this document has been prepared with the
greatest care from sources that Rothschild & Co Asset Management
Europe believed to be reliable and in good faith, no representation
or warranty, express or implied, is made as to information accuracy
or completeness, which are indicative only and are subject to
change without notice. Rothschild & Co Asset Management Europe
has not independently verified the information contained in this
document and cannot be held responsible for any errors, omissions
or interpretations of the information contained in this document. This
analysis is only valid at the time of writing of this report.

For further information
am.eu.rothschildandco.com
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Rothschild & Co Asset Management Europe, organized under the
laws of France, registered with the Trade and Companies Register of
Paris RCS Paris 824 540 173. A management company licensed by
the Autorité des Marchés Financiers under N° GP 17000014, having
its registered office 29, avenue de Messine, 75008 Paris, France

No part of this document may be reproduced, in whole or in part,
without the prior written permission of Rothschild & Co Asset
Management Europe, under pain of legal proceedings.

About the Asset Management'’s division of Rothschild & Co

As the specialised asset management division of the Rothschild & Co
group, we offer personalised asset management services to a broad
client base of institutional investors, financial intermediaries and
distributors. Our development is focused on a range of open-ended
funds, marketed under four strong brands: Conviction, Valor, Thematic
and 4Change, and leveraging our longterm expertise in active
management with conviction as well as in delegated management.
Based in Paris and established in 10 European countries, we manage
more than 21 billion euros and employ nearly 170 people. More
information at: www.am.eu.rothschildandco.com
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