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EFGAM’S ESG INTEGR ATION APPROACH
The ESG considerations contained in this document can change without notice.

Our investment approach is rooted in proprietary fundamental analysis. Environmental, social and
governance (ESG) factors are integrated in the evaluation of investments, using our GRIP system.
We believe the integration of ESG factors can improve our
understanding of the companies in which we invest. More
broadly, paying regard to ESG issues can bring positive change
for society and the environment. We recognise, however,
that ESG ratings are not perfect and have room to improve.
Among the challenges we observe, there is the potential for
different methodologies to produce conflicting results. The
process of arriving at ESG ratings may also be difficult to
comprehend. Therefore, to best meet the needs of our clients,
fulfil our due diligence requirements and remain responsible
for our judgements, we have built an internal approach to ESG
analysis: GRIP our Global Responsible Investing Platform.

•

Policies:
Does the company have policies and rules to deal with
key issues?

•

Outcomes:
What are the data we can measure to assess how well a
company is managing the risks it is exposed to?

•

Controversies/litigation:
Are companies “walking the talk” and behaving in the
interests of all their stakeholders?

Our many years of experience looking at ESG issues, and
the fact that we have built the proprietary GRIP framework,
means that we have an advantage when it comes to
understanding the underlying issues and interpreting the
data. GRIP is much more than an ESG rating system and gives
us several unique benefits:

We believe ESG integration is most effective when it is fully
embedded in the investment process, rather than applying
a simple overlay of external ratings. While GRIP is owned
and controlled by the ESG team, only a continuous dialogue
with financial analysts and portfolio managers and the
companies in which we invest can help us to correctly identify
ESG issues. Working together we can better identify, analyse
and integrate the ESG factors most likely to have a material
impact on the long-term performance of an investment.
In the next few pages we will describe the framework we
are setting up for EFGAM. While we believe it is an advanced
integration approach it will continue to evolve. ESG
integration is a long term journey.

➡

Our framework is based on the main ESG reporting
standards, meaning it can easily adapt to any
regulatory change.

➡

The control we have on the framework allows us to
clearly define the material aspects we want to include
in our assessment for every industry group.

➡

We can easily integrate inputs from our analysts
around the world and adapt our framework to more
accurately capture the nuances between industries,
the emergence of new risks/opportunities or specific
company issues.

➡

Controversies are integrated within the GRIP and the
assessment scoring. This allows us to control for the
risk of ‘greenwashing’ – a company appearing greener
than it actually is – which can significantly contribute
to the final score.

➡

The better understanding we have of ESG issues due
to the direct handling and analysis of data allows for
a better integration into our investment process.

GRIP

The development of GRIP started more than 10 years ago
and the first scores were produced back in 2012. Since then
the GRIP has been continuously evolving and improving. The
materiality assessment for different industries has been
revised several times, especially to take into account new
challenges and changes in the regulatory landscape. The
organization of the data has become more aligned with the
GRI (Global Reporting Initiative) and additional data from new
sources have been added across the years.
For every company GRIP defines the relevant key performance
indicators (KPIs) that need to be assessed. These reflect the
risks to which a company is exposed and are at the centre
of our analysis (see Figure 1). These KPIs are evaluated with
multiple data, divided into three main groups:
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1. EFGAM’s ESG integration approach

Our approach and philosophy
defines our goals and governance.

Approach and
philosophy

GRIP system

Our engagement with companies
depends on the outcome of our GRIP
assessment. Once weak spots are
identified in an invested company, the
ESG team, in co-operation with
financial analysts, assess whether to
start an engagement process. Proxy
voting also takes place according to
our sustainability policy.

Feedback
and
engagement

Sector
framework
(defines KPIs)

Company
score

Research
Management
System

Integration into
company research
and company
evaluation
GRIP data are shared globally with all
investment professionals through our
Research Management System. They are
integrated into our company research and
evaluation assessment. Feedback from
analysts and companies can also bring
changes to the industry materiality
assessment which is codified into GRIP.

Source: EFGAM. For illustrative purposes only.
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Our proprietary ESG system, the GRIP
(Global Responsible Investment
Platform) is controlled by the ESG team.
It systematically assesses and scores all
our securities, highlighting the main
ESG risks. GRIP can, however, also be
used to identify companies with
positive ESG or SDG characteristics.
GRIP is populated with more than one
million items of data from external and
internal sources. It covers more than
3000 companies. For the few
investments where a sufficient set of
information is unavailable, our ESG
team conducts additional assessments
based on third party data and/or
company contacts. Companies that do
not reach at least a threshold score of
25% are potentially banned, pending an
investigation, to transmit the clear
message that lack of transparency,
strongly unethical behaviour or
short-termism cannot be accepted.

Discussion with
analysts, portfolio
managers and invested
companies

The GRIP is the starting point for
discussions between the ESG team,
financial analysts, portfolio managers
and invested companies. A set of
questions designed to improve our ESG
understanding of the companies in
which we invest has been developed by
the ESG team in collaboration with our
Future Leaders panel. The outcome of
this additional assessment is integrated
in GRIP.
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Engagement

Proxy voting

Engagement is a natural addition to our investment process.
When GRIP identifies a risk that may have a negative impact
on financial performance or society, this can trigger the
engagement process. The decision is shared by the ESG team
and the financial analysts or portfolio manager and follows
the rules identified in our engagement process.

Proxy voting is a critical component of our ESG approach.
In partnership with ISS (Institutional Shareholder Services)
we promote sustainable business practices including
stewardship of the environment, fair labour practices, nondiscrimination and the protection of human rights, according
to international standards, as applicable.

We are well aware that embracing an ESG-oriented attitude
by invested companies can be highly demanding: this may
sometimes translate into implementing new processes,
innovating the corporate culture, questioning the way of
doing business or aiming to change a company’s mindset.
Our goal is not to interfere in the management of a company.
Rather, it is to point out weaknesses which could be
negatively perceived by the market and therefore impact
the company’s future growth. We therefore actively keep an
eye on issues that could be raised by relevant stakeholders
of the investee companies such as NGOs, local communities
and suppliers. We prioritise issues that are at the crossroad
of financial materiality and the UN Sustainable Development
Goals (SDGs), many of which have a close mapping to ESG
considerations (see Figure 2).

For these reasons we developed guidelines that summarise
our positions on various issues of concern and indicate how
we generally vote shares.
On a case-by-case basis we may also revisit the voting decision
based on the outcomes of GRIP or engagement activities.

Exclusion lists
All EFGAM portfolios are required to respect an exclusion list
that is codified into our investment management software.
In addition to companies which are potentially subject to
international sanctions, we exclude all companies involved
in the production of controversial weapons (such as cluster
bombs, anti-personnel landmines, chemical and biological
warfare) and companies producing nuclear weapons for
countries that have not signed the Treaty on the NonProliferation of Nuclear Weapons.

We support the idea that the current global challenges
addressed by the 17 SDGs, such as social inequalities, decent
work and economic growth and responsible production
and consumption, may be effectively met only with the
involvement of the private sector. Results of the engagement
activities will eventually be communicated through our
Research Management System (RMS) to our analysts and fund
managers to allow a proper integration of the outcomes in
the underlying investment case.

In addition to the above, we screen out all the companies that
fall below our 25% minimum ESG score, as measured by our
GRIP system.

2. ESG and the Sustainable Development Goals (SDGs)
ENVIRONMENTAL

SOCIAL

CORPORATE GOVERNANCE

• Water use

• Product quality management

• Voting rights

• Waste recycling ratio

• Customer controversies

• Audit committee independence

• Product impact minimisation

• Product recalls

• Board structure

• Toxic chemicals

• Public health controversies

• Accounting controversies

• Renewable energy use

• Working conditions

• Patent infringement

• Transportation impact reduction

• Salary gap

• Business ethics compliance

• Land use

• Suppliers, social impact

• Standards and best practices

• Biodiversity impact

etc...

• Anti-competition controversies

etc...

etc...

Source: EFGAM. For illustrative purposes only. The square numbered boxes show individual SDG goals. We map these to Environmental, Social and Corporate Governance issues and list some of the key considerations
which we see as most relevant.
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ESG across asset classes

Conclusion

Figure 3 summarises the current practice for integrating
ESG across asset classes and the investment process
within EFGAM. Much has been done, but we are aware that
sustainable investing is a journey and further progress still
lies ahead.

Our ESG integration process, especially when used in
conjunction with our engagement process, provides a
logical and coherent way of addressing the challenges of
responsible investing. Undoubtedly, the process will develop
further but the key elements of an effective, practical
system are in place.

3. EFGAM‘s current practice for ESG integration
ESG Integration
Equities and fixed
income research

Long Only
funds research

Additional ESG Actions

➡

ESG analysis is required by internal regulations and integrated into
investment analysis templates.

➡

Sustainability questions for
company analysis.

➡

Restriction of investable universe on the basis of ESG metrics.
Companies falling below a 25% score in the GRIP system are
excluded.

➡

Feedback loop to improve data
and ratings (potentially raising
or decreasing the GRIP score).

➡

Exclusion of companies: those involved in the production of
controversial weapons (such as cluster bombs, anti-personnel
landmines, chemical and biological warfare); and companies
producing nuclear weapons for countries that have not signed the
Treaty on the Non-Proliferation of Nuclear Weapons.

➡

Asset managers scored using inputs from UNPRI assessment
reports and EFG questionnaire.

➡

Portfolio review for exclusion
list companies

➡

ESG questions integrated into 3rd party fund analysis. Emphasis on
tangible evidence that firms include ESG in their investment process.

➡

Review exclusion lists where
available

➡

Communication of EFGAM ESG
policies and request to produce
ESG policies.

➡

Transparency requested on PRI
reporting assessment , if
existing.

Hedge funds and
alternatives

Equity funds

Fixed income funds

Asset allocation

➡

ESG analysis is required by internal regulations and integrated into
investment analysis templates.

➡

Engagement with companies on
the basis of ESG data.

➡

Exclusion of companies: those involved in the production of
controversial weapons (such as cluster bombs, anti-personnel
landmines, chemical and biological warfare); and companies
producing nuclear weapons for countries that have not signed the
Treaty on the Non-Proliferation of Nuclear Weapons.

➡

Collective engagement.

➡

Proxy voting based on a
sustainability overlay.

➡

CO2 risk assessment.

➡

Restriction of investable universe on the basis of ESG metrics.

➡

ESG benchmarking.

➡

ESG analysis is required by internal regulations and integrated into
investment analysis templates.

➡

Collective engagement.

➡

Sovereign ESG analysis.

➡

CO2 risk assessment.

➡

Exclusion of companies: those involved in the production of
controversial weapons (such as cluster bombs, anti-personnel
landmines, chemical and biological warfare); and companies
producing nuclear weapons for countries that have not signed the
Treaty on the Non-Proliferation of Nuclear Weapons.

➡

ESG analysis of portfolios.

➡

Restriction of investable universe on the basis of ESG metrics.

➡

Climate risk analysis is discussed in asset allocation and
investment meetings

➡

➡

Stress test scenarios for countries and industry groups.

TCFD (Task Force on Climaterelated Financial Disclosures)
Reporting
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Important Information
The value of investments and the income derived from them
can fall as well as rise, and past performance is no indicator
of future performance. Investment products may be subject
to investment risks involving, but not limited to, possible loss
of all or part of the principal invested.
This document does not constitute and shall not be construed as a prospectus,
advertisement, public offering or placement of, nor a recommendation to buy,
sell, hold or solicit, any investment, security, other financial instrument or other
product or service. It is not intended to be a final representation of the terms and
conditions of any investment, security, other financial instrument or other product
or service. This document is for general information only and is not intended as
investment advice or any other specific recommendation as to any particular
course of action or inaction. The information in this document does not take into
account the specific investment objectives, financial situation or particular needs
of the recipient. You should seek your own professional advice suitable to your
particular circumstances prior to making any investment or if you are in doubt as to
the information in this document.
Although information in this document has been obtained from sources believed
to be reliable, no member of the EFG group represents or warrants its accuracy, and
such information may be incomplete or condensed. Any opinions in this document
are subject to change without notice. This document may contain personal opinions which do not necessarily reflect the position of any member of the EFG group.
To the fullest extent permissible by law, no member of the EFG group shall be responsible for the consequences of any errors or omissions herein, or reliance upon
any opinion or statement contained herein, and each member of the EFG group
expressly disclaims any liability, including (without limitation) liability for incidental
or consequential damages, arising from the same or resulting from any action or
inaction on the part of the recipient in reliance on this document.
The availability of this document in any jurisdiction or country may be contrary to
local law or regulation and persons who come into possession of this document
should inform themselves of and observe any restrictions. This document may not
be reproduced, disclosed or distributed (in whole or in part) to any other person
without prior written permission from an authorised member of the EFG group.
This document has been produced by EFG Asset Management (UK) Limited for
use by the EFG group and the worldwide subsidiaries and affiliates within the EFG
group. EFG Asset Management (UK) Limited is authorised and regulated by the UK
Financial Conduct Authority, registered no. 7389746. Registered address: EFG Asset
Management (UK) Limited, Leconfield House, Curzon Street, London W1J 5JB, United
Kingdom, telephone +44 (0)20 7491 9111.
If you have received this document from any affiliate or branch referred to below,
please note the following:
Bahamas: EFG Bank & Trust (Bahamas) Ltd. is licensed by the Securities Commission
of The Bahamas pursuant to the Securities Industry Act, 2011 and Securities Industry
Regulations, 2012 and is authorised to conduct securities business in and from The
Bahamas including dealing in securities, arranging deals in securities, managing securities
and advising on securities. EFG Bank & Trust (Bahamas) Ltd. is also licensed by the Central
Bank of The Bahamas pursuant to the Banks and Trust Companies Regulation Act, 2000 as
a Bank and Trust company.
Bahrain: EFG AG Bahrain Branch is regulated by the Central Bank of Bahrain with registered
office at Bahrain Financial Harbour, West Tower – 14th Floor, Kingdom of Bahrain.
Bermuda: EFG Wealth Management (Bermuda) Ltd. is an exempted company incorporated
in Bermuda with limited liability. Registered address: Thistle House, 2nd Floor, 4 Burnaby
Street, Hamilton HM 11, Bermuda.
Cayman Islands: EFG Bank is licensed by the Cayman Islands Monetary Authority for
the conduct of banking business pursuant to the Banks and Trust Companies Law of
the Cayman Islands. EFG Wealth Management (Cayman) Ltd. is licensed by the Cayman
Islands Monetary Authority for the conduct of trust business pursuant to the Banks and
Trust Companies Law of the Cayman Islands, and for the conduct of securities investment
business pursuant to the Securities Investment Business Law of the Cayman Islands.
Chile: EFG Corredores de Bolsa SpA is licensed by the Comisión para el Mercado Financiero
(“Ex SVS”) as a stock broker authorised to conduct securities brokerage transactions
in Chile and ancillary regulated activities including discretionary securities portfolio
management, arranging deals in securities and investment advice. Registration No: 215.
Registered address: Avenida Isidora Goyenechea 2800 Of. 2901, Las Condes, Santiago.
Dubai: EFG (Middle East) Limited is regulated by the Dubai Financial Services Authority
with a registered address of level 15, Gate Building, Dubai International Financial Centre,
Dubai, UAE.

Guernsey: EFG Private Bank (Channel Islands) Limited is licensed by the Guernsey
Financial Services Commission.
Hong Kong: EFG Bank AG is authorised as a licensed bank by the Hong Kong Monetary
Authority pursuant to the Banking Ordinance (Cap. 155, Laws of Hong Kong) and is
authorised to carry out Type 1 (dealing in securities), Type 4 (advising on securities) and
Type 9 (asset management) regulated activity in Hong Kong.
Jersey: EFG Wealth Solutions (Jersey) Limited is regulated by the Jersey Financial Services
Commission in the conduct of investment business under the Financial Services (Jersey)
Law 1998.
Liechtenstein: EFG Bank von Ernst AG is regulated by the Financial Market Authority
Liechtenstein, Landstrasse 109, P.O. Box 279, 9490 Vaduz, Liechtenstein.
Luxembourg: EFG Bank (Luxembourg) S.A. is listed on the official list of banks established
in Luxembourg in accordance with the Luxembourg law of 5 April 1993 on the financial
sector (as amended) (the “Law of 1993”), held by the Luxembourg supervisory authority
(Commission de Surveillance du Secteur Financier), as a public limited company under
Luxembourg law (société anonyme) authorised to carry on its activities pursuant to
Article 2 of the Law of 1993. Luxembourg residents should exclusively contact EFG Bank
(Luxembourg) S.A., 56 Grand Rue, Luxembourg 2013 Luxembourg, telephone +352 264541,
for any information regarding the services of EFG Bank (Luxembourg) S.A.
Monaco: EFG Bank (Monaco) SAM is a Monegasque Public Limited Company with a
company registration no. 90 S 02647 (Registre du Commerce et de l’Industrie de la
Principauté de Monaco). EFG Bank (Monaco) SAM is a bank with financial activities
authorised and regulated by the French Prudential Supervision and Resolution Authority
and by the Monegasque Commission for the Control of Financial Activities. Registered
address: EFG Bank (Monaco) SAM, Villa les Aigles, 15, avenue d’Ostende – BP 37 – 98001
Monaco (Principauté de Monaco), telephone: +377 93 15 11 11. The recipient of this
document is perfectly fluent in English and waives the possibility to obtain a French
version of this publication.
People’s Republic of China (“PRC”): EFG Bank AG Shanghai Representative Office is
approved by China Banking Regulatory Commission and registered with the Shanghai
Administration for Industry and Commerce in accordance with the Regulations of the
People’s Republic of China for the Administration of Foreign-invested Banks and the
related implementing rules. Registration No: 310000500424509. Registered address: Room
65T10, 65 F, Shanghai World Financial Center, No. 100, Century Avenue, Pudong New Area,
Shanghai. The business scope of EFG Bank AG Shanghai Representative Office is limited to
non-profit making activities only including liaison, market research and consultancy.
Portugal: The Portugal branch of EFG Bank (Luxembourg) S.A. is registered with the
Portuguese Securities Market Commission under registration number 393 and with the
Bank of Portugal under registration number 280. Taxpayer and commercial registration
number: 980649439. Registered address: Av. da Liberdade, No 131, 6o Dto – 1250-140 Lisbon,
Portugal.
Singapore: The Singapore branch of EFG Bank AG (UEN No. T03FC6371J) is licensed by the
Monetary Authority of Singapore as a wholesale bank to conduct banking business and is
an Exempt Financial Adviser as defined in the Financial Advisers Act and Exempt Capital
Markets Services Licensee as defined in the Securities and Futures Act.
Switzerland: EFG Bank AG, Zurich, including its Geneva and Lugano branches, is authorised
and regulated by the Swiss Financial Market Supervisory Authority (FINMA). Registered
address: EFG Bank AG, Bleicherweg 8, 8001 Zurich, Switzerland. Swiss Branches: EFG Bank
SA, 24 quai du Seujet, 1211 Geneva 2 and EFG Bank SA, Via Magatti 2 6900 Lugano.
United Kingdom: EFG Private Bank Limited is authorised by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority and the Prudential Regulation
Authority, registered no. 144036. EFG Private Bank Limited is a member of the London
Stock Exchange. Registered company no. 2321802. Registered address: EFG Private Bank
Limited, Leconfield House, Curzon Street, London W1J 5JB, United Kingdom, telephone +44
(0)20 7491 9111. In relation to EFG Asset Management (UK) Limited please note the status
disclosure appearing above.
United States: EFG Asset Management (UK) Limited is an affiliate of EFG Capital, a U.S.
Securities and Exchange Commission (“SEC”) registered broker-dealer and member of the
Financial Industry Regulatory Authority (“FINRA”) and the Securities Investor Protection
Corporation (“SIPC”). None of the SEC, FINRA or SIPC, have endorsed this document or the
services and products provided by EFG Capital or its U.S. based affiliate, EFGAM Americas.
EFGAM Americas is registered with the SEC as an investment adviser. Securities products
and brokerage services are provided by EFG Capital, and asset management services
are provided by EFGAM Americas. EFG Capital and EFGAM Americas are affiliated by
common ownership and may maintain mutually associated personnel. This document
is not intended for distribution to U.S. persons or for the accounts of U.S. persons except
to persons who are “qualified purchasers” (as defined in the United States Investment
Company Act of 1940, as amended (the “Investment Company Act”)) and “accredited
investors” (as defined in Rule 501(a) under the Securities Act). Any securities referred to
in this document will not be registered under the Securities Act or qualified under any
applicable state securities statutes. Any funds referred to in this document will not be
registered as investment companies under the Investment Company Act. Analysts located
outside of the United States are employed by non-US affiliates that are not subject to
FINRA regulations.
For more information please visit efgam.com/responsibleinvesting

