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Consideration of ESG criteria
A changing world
Groupama AM offers its customers a resolutely active conviction-based
management style, with a medium/long-term investment outlook, depending
on the specific characteristics of the asset classes in question. This conviction-based approach to investment management requires a good understanding of the transformations taking place in our economy, together with
prompt identification of risks and early detection of new opportunities for
generating added value.
For this purpose, the inclusion of Environmental, Social and Governance (ESG)
criteria is essential to keeping track of the three major transitions – digital,
environmental and demographic – that are bringing deep changes to modern
business models:
Digital

Environmental

Demographic

Impact of the new digital
technologies on the
ability to handle large
volumes of data
concerning the internal
processes of companies
and their relationships
with their customers,
suppliers and civil society.

Transition from a
fossil-fuel-based
economy to an economy
based on low-carbon
energy sources and the
management of the
environmental impacts
of corporate activities;

Consequences of the
social trends - ageing
population, urbanization
and increasing inequalities
- which are confronting
companies with new
challenges for the
management of their
human capital and
customers.

Groupama AM, pioneer of sustainable finance

2001
Launch
of our SRI
equity fund

2003
Creation of
a team
of internal
financial and
ESG analysts

2005
Commitment
to SRI working
groups and
market
organizations

2009
Launch of our 2015
SRI corporate Green Bonds
bonds fund
analysis
methodology

2006
Groupama AM :
one of the
founding
signatories of
the PRI

2010
ESG analysis
extended to
sovereign bonds
and launch of
our SRI sovereign
bonds fund

2018
ESG strategy 2019
2019
as a corporate Launch
of our SICAV Employees
project
Generation training on ESG

2016
Research team
reorganised,
a single analyst
for both financial
and ESG analysis

2019
Edition of the ESG
educational guide
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An ambitious ESG strategy
A strong long-term commitment
Groupama AM adopted an extra-financial approach back in the early 2000s
and has continually developed it ever since.
With the definition and implementation of a new ESG Strategy since May 2018,
the ambition of Groupama AM is to respond to a range of different aims:
Meet the demands of our customers concerning Sustainable Finance.
Develop our range of ESG products
Reinforce our ESG integration practices
Establish ESG training programmes

The foundations of the ESG strategy have been laid
In 2019, Groupama AM reaffirmed its ESG strategy and broadened its commitments over three major domains:
Data and tools
Deployment of the ESG fund range
Transformation of financial reporting

ESG governance directly attached to senior management
As a sign of the importance that Groupama AM accords to the challenges of
ESG, an ESG Strategy Department was established in May 2018. The Director
of Research and ESG Strategy is a member of the Executive Committee and is
directly attached to the CEO. This department has two distinct units, Research
and ESG Strategy.
As a result, a new ESG policy was defined in June 2018, with the dual aims of
spreading the integration of ESG criteria to all teams and enriching our range
of ESG products.
The deployment of this ESG policy is monitored in a dedicated committee, the
ESG Strategy Committee, which is chaired by the CEO and meets quarterly.
Several Groupama AM departments - Investment Management, Research,
Development, Communication, CSR, Reporting etc. - are involved, and their
actions are coordinated by the team dedicated to ESG integration.
Monthly progress reports on the deployment of this ESG strategy are also
submitted to the Executive Committee.
Proposes
ESG Strategy
Committee

Validates

Implement
ESG Strategy
Department

Deploys

Expert Teams
of Groupama AM
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A market commitment
Founding signatory of the PRI
The historic commitment of Groupama AM is evidenced
by the fact that the company was one of the founding
signatories of the PRI in 2006.
As an asset management company, it provides an annual
update on its commitment to the PRI in a public report
and since 2018, has obtained the top score of A+ of its
ESG integration strategy.

The Principles for Responsible Investment (PRI) were
launched by the United Nations in 2006. They represent
a proactive commitment that is addressed to the financial sector, encouraging investors to integrate ESG
criteria into their portfolio management. The PRI constitute one of the means of advancing towards the generalized integration of extra-financial considerations by all
the financial professions.

Commitment at French and international level
Groupama AM has long been committed to the integration of long-term ESG criteria into investment and has
also long called for the establishment of a new, more
durable and sustainable growth model.
So, naturally, Groupama AM mobilized its forces during
the COVID-19 crisis, by reinforcing its commitments to
initiatives of both short and long-term significance, in
synergy with the demands of the PRI.
In particular, the company’s CEO signed the European
Commission’s “Green Recovery Alliance” initiative on
behalf of Groupama AM: this initiative has now been
signed by 270 signatories from 10 countries and calls on
governments and major economic institutions to accelerate the ecological transition by placing it at the heart of
the post-pandemic recovery.
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AFG
Association Française
de Gestion Financière

Groupama AM has chaired the “Sustainable Finance” Commission
of the French asset management industry association, AFG, since
2015 and has contributed to the market’s various sustainable
finance projects, especially those concerning the SRI Label (“Label
IRS”), the development of regulations, the publication of market
statistics or again the attainment of the UN Sustainable
Development Goals (SDG). Groupama AM is a member of the SRI
Label Committee and the “Label Greenfin” Committee.
Website : http://www.afg.asso.fr/

EUROSIF
European Sustainable
Investment Forum

As a member of EUROSIF, through its membership of the French
Sustainable Investment Forum (FIR), Groupama AM actively
contributes to the efforts towards European convergence in the
promotion of SRI to the European public authorities and political
leaders. EUROSIF is the main body for promoting sustainable
finance at European level.
Website : http://www.eurosif.org/

FIR
Forum pour
l’Investissement
Responsable

Groupama AM is a member of the French Sustainable Investment
Forum (Forum pour l’Investissement Responsable - FIR) and takes
part in the various working parties in collaboration with other
industry associations and NGOs (AFG, ORSE, AFA, CIES, FBF,
SFAF etc.), with the aim of promoting socially responsible
investment (SRI ) to public and political authorities, economic/financial players and stakeholders. Groupama AM is part of the
General Public Committee.
Website : http://www.eurosif.org/

SFAF
Société Française des
Analystes Financiers

As chair of the “extra-financial analysis” committee of the French
Financial Analysts Association (SFAF) between 2014 and 2018,
Groupama AM participated in many events, including the
organization of conferences on integrated reporting (June 2015)
and on the financial sector and environmental challenges (June
2016). As a member of SFAF, Groupama AM has actively
contributed to the establishment of training courses in sustainable finance and also regularly leads these courses.
Website : http://www.sfaf.com/

FINANCE FOR
TOMORROW

Groupama AM is a member of the Finance for Tomorrow
association, an initiative of Paris Europlace to promote sustainable finance. In this capacity, Groupama AM takes part in various
projects, in particular concerning the existing tools available to
enable investors to measure climate risk and the creation of an
ESG competency database.
Website : https://financefortomorrow.com/

ORSE
Observatoire sur la
Responsabilité Sociétale
des Entreprises

Since 2002, Groupama AM has been assisting in the work of the
“Finance Club” of the CSR Observatory (ORSE) and has contributed to the publication of several guides on the promotion of SRI.
Website : http://www.orse.org/
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The foundations of our ESG approach
An integrated research team unique in the marketplace
Starting in 2003, Groupama AM has developed an internal research methodology that systematically integrates an ESG approach into financial analysis,
culminating in a single unified recommendation. This approach has drawn on
the specific expertise of both financial analysts and ESG analysts.
In 2016, Groupama AM took a further step in its dynamic integration of ESG
by combining the previously separate functions of financial analyst and ESG
analyst into a single profession. So, all Groupama AM analysts have been
trained by the former ESG analysts to integrate extra-financial factors
directly into their analyses, according them equal weight to the financial
factors.
At the same time, the former ESG analysts have acquired the fundamentals of
financial analysis via training courses provided by SFAF.
Today, each analyst is responsible for conducting both financial and ESG
analysis of the companies in the analyst’s assigned sector. The Research
department comprises 11 financial and ESG analysts, including 2 lead analysts
dedicated to studying the Environmental and the Social/Societal pillars, and
one analyst dedicated to Governance and shareholder engagement.
Meanwhile, the 3 economists specializing in individual country analysis in the
Research department now also integrate ESG criteria into their country
analyses.

Our ESG analysis sources
Vigeo Eiris

Social and environmental analysis
of the companies
Analysis of the governance of public bodies
and unlisted companies

MSCI ESG Research

Analysis of the governance
of listed companies

Trucost

Carbon Footprint

ISS ETHIX

Monitors companies involved
in the production,marketing and sale of
anti-personnel mines and cluster bombs.

ICare & Consult

Green share
Indicator of Contribution to energy transition
NEC
2°C scenario

ECGS / Proxinvest

Analysis of resolutions
at General Meetings
and support in the application
of the voting policy

Sustainalytics

Analysis and monitoring of controversies
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Systematic integration of ESG factors in our
fundamental analysis
ESG and financial analysis combining to form a single
recommendation
The aim of our approach to the integration of ESG is to measure the impact of
ESG criteria on the financial criteria and therefore on our final recommendations. In our analysis of securities, we concentrate on the “substantive ESG”
criteria, i.e. the criteria having an impact on the financial criteria.

Definition of substantive ESG criteria
Our approach with regard to the substantive ESG criteria combines
both top-down and bottom-up analysis.
We start with a macroeconomic analysis, i.e. with the three transitions
that we have identified as being of structural significance, and then
translate them into a microeconomic approach at the level of the
sector and of the individual security.
This enables us to evaluate whether the company is integrating the
evolving changes of its ecosystem and to measure the company’s
ability to adapt its chosen strategy rapidly to new data.

Impact on financial elements
Analysis of these ESG criteria provides an ESG evaluation with 3 broad
ratings (positive, moderate and negative), together with a future
outlook.
The analyst then defines which financial factors are impacted by these
criteria, thereby providing an understanding of how the analysis of
these extra-financial factors will be integrated in the overall recommendation concerning the investment security concerned.
Bonds Recommendation:
positive
HR: Opportunity

Equities Recommendation:
Purchase
ST: Opportunity

Challenges
of the 3 transitions
Analysis of ESG factors:
ESG evaluation and outlook

Financial
stability
Financing

Activity
Event Risk

Effect of ESG on financial criteria:
a single recommendation
Qualitative analysis

Example
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Structured ESG analysis
For each of the four pillars E, S, S and G, we have defined a structured methodology that helps analysts to identify the most relevant ESG criteria in each
sector. For this purpose, analysts base their analysis on the impact of the
three transitions - environmental, digital and demographic - that we have
identified as causing in-depth modifications to corporate business models.

The governance criteria focus on how the company is governed, administered
and controlled, and in particular on its relations with its shareholders, its board
of directors and executive management, and also the degree of integration of
the challenges of sustainable development into its strategy and external
communication. Analysis of company governance provides a means of
verifying that the powers of control are effective in ensuring due execution of
the strategy by company management and that the managers act in the
interest of all the company’s shareholders and stakeholders.

The environmental criteria analyze the position and the ability to adapt of
companies in the context of the ecological and energy transition and the
impacts of company activities on the protection of biodiversity, waste management, pollution, water management and quality and the consumption of
raw materials.

The social and societal criteria bring together two groups of analysis - first,
analysis of the human capital of each company (skills management, training,
corporate culture, working climate etc.) in the light of the three transitions,
and, second, analysis of societal impact of the company (external relations
with its customers, suppliers and local communities), examining the role of the
company in society, its “reason for being” and its contribution to the Sustainable Development Goals.
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Shareholder Rights
Fair treatment of shareholders
and capital structure
Control Procedures and Structures
Balance of power in the Board of Directors
Salaries
Management Quality
Track Record
Business ethics
External Control and Transparency
Assessment of financial and ESG communication

Development of Competencies
Training, age pyramid, internal mobility
Internal Climate
Absenteeism, turnover, health & safety
Operational efficiency
Productivity indicators
Strategic Management of HR
Exec Committee and Salaries

Gouvernance

Social

Environment

Societal

Strategic Management of E
Identification of the key challenges:
Regulatory, physical and transition risks
Pay criteria, governance
Development of the business model
Green share, NEC
Advance change in R&D business model,
share of investment costs
Climate
Carbon footprint
Carbon pricing
2°C scenario
Resource management and external factors
Efficiency of the production tool,
emissions, pollution, waste

Mission and social strategy
“Reason for being”
Social challenges and aims of Sustainable
Development:
Incarnation of societal strategy
Customers
Customer satisfaction
Data Privacy
Product quality
Responsible marketing
Suppliers
Supply chain management
Responsible purchasing
Communities
Fiscal optimization
Licence to operate*

* social acceptance by the local stakeholders for the implementation or development of an economic activity
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Focus: our societal analysis
Limiting exposure to climate risk
Groupama AM relies on its environmental analysis to
limit its exposure to the two main climate risks, as
identified by the TCFD 1 :

Physical risks : risks resulting from damage
directly caused by meteorological and
climatic phenomena.
Transition risks : risks resulting from the
effects of establishing a low-carbon
economic model.

Taking a global view of the environmental
challenges
Groupama AM believes that it is essential not only to
consider climate factors but also to evaluate the
overall environmental performance of each studied
company, since the climatic and environmental
factors are closely linked.
In view of the environmental challenges of the sector,
each analyst uses our internal methodology described above and our tools to determine the quality of
the environmental strategy of the securities tracked
by the analyst. This assessment of the current
situation is combined with a future outlook reflecting
whether the strategy of the company is considered
to be a risk or an opportunity for the future growth of
the company.

1 TCFD: Task Force on Climate-related Financial Disclosure) : working
group set up in 2015 by the Financial Stability Board of the G20. The
TCFD encourages companies to provide harmonized information
concerning climate-related financial risks.
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Focus: our environmental
indicators
We use a variety of indicators to determine this outlook.
To analyze the current position of la company’s
business model, we rely on our data provider I-Care &
Consult:
Green share : percentage of the company’s
turnover generated by a technology/activity
considered to be favourable to the energy and
ecological transition. The closer a company’s
green share is to 0% the more it is exposed to
transition risks. The method used to calculate
the green share is based on the EU taxonomy.

Net Environmental Contribution (NEC) :
percentage environmental performance of the
activity of the studied company, on a scale
from -100% to + 100% , where +100% is the
best performance currently attained. This
indicator is used to measure the alignment of a
company’s economic model with the ecological
and energy transition at a given moment. The
NEC supplements the green share and takes
into account the overall environmental performance of the company by integrating the key
environmental factors, such as waste materials, biodiversity, water, air quality and
climate. This indicator is an advanced indicator
that is consistent with the EU taxonomy,
providing a metric of the overall net impact of
a company’s “green” and “brown” activities.
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To evaluate the climate performance of a company, we refer to the carbon data
provided by:
Trucost for the carbon intensity ratio : assessment of emissions of scopes
1
1, 2 and a part of scope 32 (first-tier suppliers ), standardized per million
euros of turnover.
I-Care & Consult for the “2°C scenario” indicator : to obtain a more
forward-looking vision of the direct impact of company activities on
climate, we also use an indicator for the “Alignment of a company’s
strategy to a 2°C scenario”, which provides us with information on the
historic trend and anticipated future development of the company’s
carbon emissions compared to this scenario.

After conducting a study of eight environmental data providers in 2019, our
main conclusions are that this domain suffers from lack of transparency, the
complexity of approaches and the difficulty of assessing the quality of the
data.
On completing this study, we selected a single supplier for all our environmental
indicators, in order to improve consistency between the different indicators and
to standardize the methods used. Consequently, with effect from 2020, I-Care
& Consult will also provide us with the carbon footprint data (covering scope 1,
2 and 3 upstream), in addition to the indicators that it already supplied.

1 Scope 1: direct emissions from fixed or mobile installations located inside the organizational perimeter
Scope 2: indirect emissions associated with energy consumption
Scope 3 : other emissions indirectly produced by the activities of the organization and not included in
scope 2, but that are linked to the overall value chain, such as purchases of raw materials, services or
other products, employee travel and transport, upstream and downstream goods transport,
management of the waste generated by the activities of the organization, use and end-of-life
disposal of sold products and the capitalization of goods and production equipment.
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The foundations of our societal
analysis
Groupama AM has placed the “reason for being”
(“raison d’être”), of companies at the heart of its
societal analysis methodology, in combination with
the UN Sustainable Development Goals (SDGs)
The societal pillar is understood to mean everything
relating to the values and institutions of society, i.e.
the interactions of the company with its environment
and external ecosystem.
The aim of our societal analysis is to evaluate the
level of maturity and leadership of the company in the
field of societal challenges and to identify the signs of
integration of these challenges into corporate
planning at the highest level. For this purpose, we
consider three criteria:
The company’s “reason for being” (mission
statement, purpose etc.).
The contributions of the company’s
activities to the SDGs
Embodiment of this societal strategy.
Today, the SDG approach is essentially macroeconomic. In our negotiations with companies, we encourage them to reflect these SDGs in their business
models and to provide us with the indicators that
enable us to evaluate their contributions to these
Sustainable Development Goals. This process is still a
work in progress and has prompted us to invest in
different Market Working Groups.
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The “reason for being” of companies
In a context of mistrust of big corporations, in particular in France, the “reason
for being” represents a key step in the establishment of a responsible company.
This notion was first introduced in the Notat-Sénard report on “business and the
common good” and was reiterated in the PACTE corporate reform law (“Action
Plan for Business Growth and Transformation”), which was adopted as law in
April 2019.
On 1 January 2016, the 17 Sustainable Development Goals for 2030 - adopted by
the UN member states in September 2015 - entered into force. Their aim is to end
all forms of poverty, to combat inequalities and to tackle climate change, while
making sure that no-one is left behind.
These 17 Goals have been further subdivided into 169 targets and 244 indicators,
primarily intended for public action. Nevertheless, private players, both companies and investors, are increasingly seeking to demonstrate their contributions to
these SDGs.

Under this law, companies that so wish can include a “reason for being” in their
articles of association. This reason for being must be defined both by the
shareholders (listed in the articles of association) and the employees (validation
by company agreement). A monitoring body, which must include employee
representatives, will be tasked with verifying that the company’s strategy is in
conformity with its mission statement and presenting an annual report to the
shareholders.
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List of major ESG risks
Groupama AM keeps track of a list of securities identified as comprising
particularly high ESG risks, or the “list of Major ESG Risks”.
The companies placed on this list of Major ESG Risks are the companies for
which the ESG risks could imperil their economic and financial viability and/or
could have a significant impact on the value of the company and of its brand
and therefore cause a major loss of its stock market value or a significant
downgrading by the rating agencies.

The list is composed of two subsets.
Companies having a “controversies rating” of 4 or 5 according to Sustainalytics, after validation of the risk by our internal Research team on the
basis of our own criteria.
the companies whose governance is rated in “Major Risks” by our analysts,
according to our internal approach. This “Major Risks” qualification is a
sign of failing governance, with at least 50% of the analyzed criteria
judged to be on a negative path.

With each new entry in the list of Major ESG Risks, the analyst determines the
exit triggers, which are systematically reviewed every six months.
The list of Major ESG Risks is validated by a Major ESG Risks Committee,
chaired by the Chief Risk Officer of Groupama AM. This committee meets
systematically every six months and also expresses its opinion on each
proposed list entry or exit.
In the case of the companies monitored by the Research department and
included on this list, analysts cannot issue a share purchase recommendation
or a credit recommendation with positive outlook.

18

Rating the companies: quantitative analysis
Data and tools have always played a key role in our ESG strategy. In 2019, the
tools were entirely redesigned, in collaboration with the management teams, in
order to improve access to the ESG data and make them easier to use.
Quantitative ESG tables
On the basis of the data from our ESG suppliers, we establish tables of quantitative data as a function of the ESG factors that we have determined internally
from our qualitative analysis.
Proprietary tools
The qualitative and quantitative ESG data are made available to all Groupama
AM portfolio managers.
For example, the portfolio managers are provided with the proprietary rating
tools “NotesESG©” and “AvisRecherche©”, which enable them to view the
macroeconomic and fundamental research studies simultaneously, together with
the E, S and G ratings. These tools provide input to our management tool
SimCorp Dimension.
So, for example, for each sector, we select and weight the criteria that we
consider most relevant and substantial.
This approach provides us with quantitative ratings over broad investment
universes.

1 ESG Strategy and Governance
at Groupama AM
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3 Implementation of ESG criteria
in our management
4 Engagement approach Shareholder
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2019: increasing role of the ESG
strategy in management
The ESG strategy contributes new dimensions to
asset management
In 2019, Groupama AM converted its efforts of many
years in Research and ESG Strategy into practical
application. Structural projects were completed and
deployed operationally in asset management, with the
processing of extra-financial data, the expansion of the
monitored universe to ESG criteria and improvements
to tools.
These advances have been reflected in a marked surge
in the integration of ESG in the assets under management.
The establishment of a global coal exclusion policy,
applied to all our funds in 2019, combines with our
shareholder engagement initiative to give practical
force to our action as a responsible investor.
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ESG criteria integrated in ¾ of our assets under
management
As of 31 December 2019, our ESG investments across all
categories represented 72% of assets under management, compared to 32% at the end of 2018. This is due
in particular to the application of our ESG approach to
the sovereign bond mandates managed on behalf of the
Groupama Group, with ESG criteria representing one of
the four key criteria in the country recommendation
issued by our economists.

Deployment of the ESG range
Groupama AM has also reaffirmed its commitment to a
more long-term and sustainable approach to finance,
through the deployment of its ESG range of funds,
including innovative “label” funds, thematic funds and
impact funds, focusing on environmental challenges,
such as environmental conservation and actions to
combat climate change, together with crucial societal
issues, such as health and sustainable food.
Type of approach

Nature of medium

3 open funds
ESG approach
Multi-compartment employee
investment fund (“FCPE”)

1 dedicated fund

Medium title

Euro Capital Durable

336
291

0.27%

Groupama Etat Euro ISR

411

0.39%

Groupama Epargne Responsable

1219

1.16%

-

271

0.26%

18

0.02%

31

0.03%

2577

2.45%

G Fund Future for Generations

1 open fund

G Fund Global Green Bonds

TOTAL SRI APPROACHES

Process of integration of ESG in our money
market funds

Employee Investment
Fund (FCPE)

% of total
assets under
management

G Fund Crédit Euro ISR

1 open fund

3 open funds

Assets under
management on
31/12/2019
in million euros

0.32%

Groupama Monétaire

2236

2.21%

Groupama Entreprises

3061

2.91%

Groupama Trésorerie

4673

Tesorus Monétaire

4.44%
Feeder

7 dedicated funds

-

6131

5.82%

42 mandates

-

52573

49.94%

11 dedicated funds

-

1820

1.73%

12 mandates

-

3059

2.91%

TOTAL ESG INTEGRATION APPROACHES

73553

69.87%

TOTAL ESG ASSETS UNDER MANAGEMENT

76130

72.32%

Process of integration of ESG in the mandates
managed by our asset and liability management
Process of integration of ESG in the mandates
managed for external customers
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Further enhancing our ESG range
Two main areas of implementation
Our SRI processes
Our SRI funds are managed on the basis of a best-in-class or
best-in-universe approach and are invested in the best companies or
countries in terms of sustainable development policy.
Our ESG integration processes
The majority of our assets under management that integrate ESG criteria
are in our funds and mandates managed on the basis of an ESG integration process. For Groupama AM, an ESG integration process is characterized by an identification of ESG criteria according to their substantive
effect - on the sector and on the financial instrument in question - and
by specifically adapting the integration of these criteria into each management process considered. So, the ESG criteria are not systematically
included in every management decision but are used to reinforce the main
decisions, thereby helping to identify the specific opportunities and risks.

2 complementary approaches introduced in 2019:
In 2019, in addition to the above 2 main processes, 2 complementary
approaches were introduced to further expand our fund range.
a thematic approach via a diversified fund, managed with a focus on the
solutions to environmental and societal problems,
and an impact approach via a fund based on Green Bonds, which are
used to finance infrastructure that bring substantive environmental
benefits.

Staff TRAINING
Our ambition to constantly enhance our range of ESG funds available to our
customers, both institutional and private, is based on an extensive commitment to training. In 2019, we continued our programme of ESG training courses
for our management teams. These training sessions are organized in-house
and are conducted by the teams responsible for ESG integration.
These training courses are designed to achieve various objectives, such as clear
understanding of the key concepts, identification of the ESG data sources and
the capability to identify the stakes of ESG and evaluate their implications for
financial elements.
In 2019, each portfolio manager received an average of 10 hours of awareness-raising courses on the integration of ESG criteria in their management
decisions.
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Complementary ISR, thematic and
impact approaches
Our SRI approach
Our SRI management processes are designed to invest
in the most virtuous companies or most virtuous
countries in terms of E, S and G factors.
Two SRI funds invested in companies
Our equity UCITS, Euro Capital Durable, which was
launched in 2001, and our credit fund, Groupama Crédit
Euro ISR, launched in 2009, apply a best-in-class
approach, which is implemented by determining the
eligible investment universe on the basis of ESG criteria
(issuer rating, exclusion of companies implicated in
controversies and ranking by quintile in each sector) and
by applying strong selectivity, through the establishment of management goals that prioritize the
top-rated companies.
An SRI fund invested in sovereign debt
Groupama Etat Euro ISR, launched in 2011, selects the
countries with the best institutional framework and the
best ESG performance.
The ESG analysis of the state borrowing of the countries studied is based on a proprietary methodology
that examines 35 criteria, in particular to determine
institutional factors such as governance, the environment and the social and societal challenges.
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Our thematic approach
A diversified thematic fund
G Fund Future For Generations is a diversified fund weighted primarily
towards the fixed-income class. Ifs specific feature is its focus on 4
themes common to the 2 asset classes of the fund (energy transition,,
environmental impact, sustainable consumption and improvement of
living conditions). These 4 themes are themselves aligned to 9 of the
Sustainable Development Goals. The fund was audited for the French
government’s public SRI label (“Label ISR”) at the end of 2019 and was
officially awarded the label in early 2020.

Our impact approach
A fixed-income impact fund
G Fund Global Green Bond is a fund invested in private fixed-income
products designed to support environmental projects (“Green Bonds”).
The composition of the portfolio is based on analysis of the characteristics of both the issue and the issuer. The environmental quality and
the transparency of the projects are fundamental criteria in selecting
the bonds ultimately accepted in the portfolio. The “Label Greenfin”
process was implemented in 2019, and the label was officially obtained
at the beginning of 2019.

Officially recognized
SRI management
In 2019 the public SRI labels obtained by Groupama AM for its two
open-ended SRI funds implementing the “Best-in-Class” approach
were confirmed by AFNOR.
In addition, the thematic fund G Fund Future For Generations obtained
the public SRI label as from its launch at the end of 2019 (officially
confirmed at the beginning of 2020).
To manage the funds reserved for employee savings, Groupama AM
and Groupama Epargne Salariale wished to offer their customers a
range of employee investment funds managed according to the
principles of socially responsible investment. As a result, the “Groupama Epargne Responsable” range of SRI employee investment funds for
the external and internal customers of the Groupama Group have
obtained the SRI label issued by the joint trade union committee on
socially responsible employee savings schemes (CIES).
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Focus on our climate risk management in our
ALM management
Environmental policy founded on three lines of action
The specific nature of Asset and Liability Management (ALM) is that it is a
long-term management approach with the aim of optimizing the balance
between asset and liability flows by investing in bonds having specific maturities and aiming to keep them until their maturity. Risk management, in particular for climate risk, is therefore essential to this type of “buy and hold” management.

Exclusions to limit exposure to sectoral climate risks
Company with a turnover or energy production mix based
more than 30% on coal
Company with oil sands that reportedly represent
more than 15% of total reserves

Climate risk analysis per financial instrument
Our internal environmental analysis identifies the issuers that are well-positioned to meet the challenges posed by the effects of climate change and the
issuers most exposed to these risks. With this analysis, which is conducted for
the 7 sectors considered to be the most carbon-intensive, we classify the
selected issuers into three categories - reinforcement, mitigation and disengagement. The integration of these environmental considerations into our ALM
approach enables us to establish a portfolio that meets the challenges of the
environmental transition.

Financing environmental transition
Groupama AM is playing its part in the development of the Green Bonds
market. At the end of 2019, € 554 million of our ALM were invested in Greens
Bonds, financing projects with high environmental added value.
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FOCUS: green bonds methodology
Green bonds are used to finance projects that have environmental benefits.
They can be issued by companies, banks, institutional entities,development
banks, agencies, regions and states.
Our internal methodology is based on 4 key factors:
Characteristics of the issue: Compliance of the issue framework
with the Green Bond Principles: traceability and
capital management, project selection and evaluation process
Characteristics of the issuer: qualitative analysis of the issuer’s ESG performance (strategy, goals, CSR policy and controversies analysis).
Environmental quality of the projects: assessment of the environmental
benefit of the projects. In particular, the projects must relate to alternative
energy sources, green buildings, energy efficiency, the circular economy,
sustainable transport, agriculture, forestry or adaptation Additionally, we
make sure that the projects funded by Green Bonds strictly comply with the
nomenclature defined in the reference framework of the Greenfin label and
that Green Bonds are not used to fund any activities excluded from the label.
Out of a total of 172 issues analyzed by the end of 2019, 17.4% were not
validated by our Research department.
Transparency: existence and publication of a “second opinion”, reports
(allocation and impact), fund allocation audit
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Our approach to shareholder engagement
Shareholder engagement: an imperative priority
Shareholder engagement describes the influence that investors can have on
corporate practices by utilizing their power as shareholders. This is a major
component of the investment process. In particular, it enables investors to
question the environmental, social and societal strategies of companies, together
with company governance.
Although it seems easier for majority shareholders to prompt any real change, all
investors in fact have a variety of tools at their disposal to make their voices
heard by companies - including dialogue with executive management or the
Board of Directors, voting at the general meeting, participating in proposing
resolutions or publicly expressing their opinions at the general meeting and,
finally, pulling out of the investment by selling their securities.

Engagement is fully integrated into the ESG strategy of Groupama AM
Shareholder engagement constitutes a natural extension of ESG analysis and of
the integration of these criteria into investment decisions.
This approach, anchored in the strong presence of Groupama AM in ESG issues in
the Paris stock market since 2002, is based on individual and collaborative
engagement actions.

Shareholder engagement at the service of three combined goals
The shareholder engagement of Groupama AM is based on a policy of dialogue
and voting anchored in ESG issues that correspond to the following main goals:

Identifying and limiting
the ESG risks
in the companies
in which we invest

Improving the quality
of ESG data

Identifying and sharing
sectoral best practices
with the companies
in which we invest
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The proactive and constructive approach of Groupama AM is adopted in the
name of the investors wishing to see real efforts to improve the governance and
environmental and societal practices of the identified companies.

A demanding shareholding policy
The shareholder engagement initiatives of Groupama AM are deployed in three
fields of intervention:
A demanding voting policy, which has been in place since 2001, combined
with the possibility of discussing draft resolutions presented at general
meetings with the companies.
Direct and regular dialogue during meetings with the management teams
of the main European listed companies or during targeted discussions with
companies involved in controversies.
Participation in collaborative initiatives, at European and international
scale, either in the framework of the collaborative engagement platform of
the PRI, or by participating in the submission of external resolutions at
general meetings.

Groupama AM is reinforcing its commitments
In individual shareholder engagement
A specific dialogue is engaged with certain companies held in our investment
portfolios and identified by our analysts as having a potential for improvement
of their ESG practices. This engagement is systematically monitored, and its
impact is regularly measured. In 2019, the Groupama AM analysts launched an
individual shareholder dialogue with numerous new companies on three key
subjects - human capital, energy transition and the duty of vigilance.
In addition, Groupama AM regularly updates its voting policy by annually
reinforcing the strict standards that it demands, mobilizing managers, analysts
and middle offices in this process.
Upstream of its votes at general meetings, Groupama AM engages with the
companies strongly invested in the portfolios by discussing the draft resolutions presented. This dialogue provides an opportunity to explain our voting
policy.
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In collaborative shareholder engagement
In 2019, Groupama AM joined six new collaborative action initiatives, including
“Climate Action 100+”, an international coalition of investors engaged in
dialogue with the highest corporate emitters of greenhouse gases, in order to
respond to the challenge of climate change, and an appeal launched by the
foundation “Access to Medicine” to improve the transparency of pharmaceutical companies.

In the field of transparency
Groupama AM seeks to inform its investors as fully and clearly as possible
concerning the broad dialogue that it conducts with the companies in which it
invests, in order to provide maximum protection and value enhancement of the
assets of its customers.
The voting policy has been published on the Groupama AM website since 2001,
and the shareholder engagement policy (which includes the report on votes
cast) since 2013.
So, Groupama AM has already been in compliance for many years with the
Decree of 28 November 2019, confirming the transposition into French law of
the European Directive of 17 May 2017, obliging French investors on the Equity
markets to publish their shareholder engagement policy.

In 2019, the exercise of voting rights concerned 215 general meetings (AGMs) in
all the countries of the European area, or more than 3 700 resolutions. In 95%
of French AGMs, Groupama AM refused to support at least one resolution. For
Europe as a whole, this rate is slightly lower, at 84%.
Attaching particular importance to remuneration levels for top executives,
42% of the resolutions on this theme were rejected. Moreover, since 2019,
Groupama AM has required companies to publish their equity ratio, as required
by the recently introduced “Pacte” law in France and for many years by the
equivalent laws the United States and United Kingdom.
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Our collaborative engagement initiatives
New collaborative engagement actions via the PRI platform in 2019

Name of the
initiative

Aim of engagement

Relation to
Groupama AM
goals

Targeted
fields

Global Investor
Statement to
Governments on
Climate Change

- Appeal to governments to attain the
targets set by the Paris Agreement
- Accelerate investments in the private
sector in favour of the low-carbon transition
- Participation in the improvement of
financial reporting on climate

Limiting the risks
in the portfolios

Energy
transition

Climate Action
100+

- GHG emitters (more than 100 target
companies): convince companies to take
practical action to attain the goals of the
Paris Agreement
- Investors: ensures that the companies
invested in the portfolios take action in this
direction

- Promotion of
transparency
- Limiting the risks
in the portfolios
- Highlighting best
ESG practices

Energy
transition

Alphabet
(Google) Investor
Letter on Board
Oversight of
Societal Impacts

Demand that societal impacts and human
rights are discussed at Board of Directors
level

- Promotion of
transparency
- Limiting the risks
in the portfolios

NA

SEC PETITION

Letter demanding that the SEC (Securities &
Exchange Commission) renounces the
application of new rules limiting the rights of
shareholders to submit external resolutions,
in particular resolutions relating to ESG

- Promotion of
transparency
- Limiting the risks
in the portfolios
- Highlighting best
ESG practices

Energy
transition

Investor
expectations on
Climate change
for Airlines and
Aerospace
companies

Declaration of investors, stating their
expectations concerning the management
of risks and opportunities relating to climate
change by the companies in the two sectors
mentioned.

- Limiting the risks
in the portfolios
- Highlighting best
ESG practices

Energy
transition

Investor
Statement on
Access to
Medicine

Monitor the progress of pharma companies
with regard to SDG 3 (Good Health and
Well-being) Goal to be met by 2030

- Promotion of
transparency
- Limiting the risks
in the portfolios

Inequalities
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Collaborative actions joined in previous years
Date action
launched

Collaborative
action

Aim of engagement

Sectors /
Companies
engaged

Duration of
engagement

Role

July 2017

Cybersecurity

Identification of the
risks
Governance
established in this field
Transparency on the
identified risk and their
management

Sectors:
consumer,
health,

18 months

Supporting

September
2018

Just
Transition on
Climate
Change

Commitment to
supporting a just
ecological and energy
transition by integrating human capital and
the social dimension
into our investment
strategies or our
engagement policy

All sectors

NA

Signature of
the commitment

September
2018

Science
Based Target
Initiative

Support the action of
Phitrust, a management
company with an
investment policy
focused on Sustainable
Finance, with the aim of
stimulating the
companies of the CAC40
to adhere to the Science
Based Target Initiative.
Its goal is to work with
companies to improve
their transparency on
their greenhouse gas
emissions, the policies
implemented to reduce
emissions and their
results, in order to meet
the target of 2°C.

CAC40

Unlimited

Standard
letter sent to
companies

December
2018

Open Letter
to Index
providers on
Controversial
Weapons

Signature of an
open letter
demanding that
stock market index
providers exclude
producers of
controversial
weapons from the
leading market
indexes

Companies
present in the
indexes

Unlimited

Letter sent to
index
providers
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Engagement and investment policy: exclusion of
coal
Groupama AM supports the Paris Agreement
We are committed to the goal of limiting the increase in the average temperature of the planet to less than 2°C compared to pre-industrial levels by the end
of the century. In this context, coal plays a central role in global warming and
climate change, because it is the main source of greenhouse gases.

Establishment of a policy in 2019 to exclude the coal sector
The aim of this policy is to reduce our exposure in our investments to climate
risks - both the physical risks and the risks relating to transition.
This policy applies to our investments in activities linked to thermal coal, i.e. the
activities of coal extraction and the generation of energy from coal. The
companies whose turnover or electricity production mix is based 30% on coal
are excluded from our portfolios. This threshold will be progressively reduced to
bring our coal policy into alignment with a 2°C scenario. For example, in 2020,
it will be reduced to 20%.

Result of external and internal analysis
The exclusion list is based on the work of the German NGO Urgewald, which
publishes the “Global Coal Exit List” of the most exposed companies.
The Groupama AM internal Research team reprocesses the results provided by
Urgewald, together with all the extra-financial data from external suppliers
From this analysis, Groupama AM may be led to recalculate the threshold
turnover or electricity production mix and to analyze the coal exit strategy of
certain companies in the Global Coal Exit List.
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If the conclusions concur with the research of Urgewald and the coal exit strategy
of the company is not defined, the security is excluded from our exposures. If the
conclusions are in line with the announced thresholds, and the coal exit strategy
exists, but the goals are still too far removed from a 2°C scenario, the security is
excluded from our equity and credit portfolios. If the conclusions are different,
the security is placed under surveillance.
The list is reviewed once a year.
This policy applies to all the policies managed by Groupama AM, including
dedicated funds and the third-party mandates, unless otherwise instructed by
the customer.
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Informing our customers
Accessible information
All the principal financial and extra-financial information concerning the UCIs are
accessible on the website (www.groupama-am.com), in conformity with the
regulations on UCIs, article 173 of the Law on energy transition for green growth
and the implementation order of Article 224 of the 2nd “Grenelle” Environment
Law for portfolio management companies.

Complete and regularly updated content
At management company level:
You can find the following content on the website:
Annual PRI evaluation
Voting policy (updated annually)
Voting report (updated annually)
Engagement policy and report (updated annually)
Exclusion policy
At the level of the UCIs:
You can find the following content on the website :
The AFG/FIR Transparency Code for funds bearing the SRI label
(“ISR” in France)
Regulatory documents (KIID, prospectus and rules)
and the product specification
Monthly report
Annual report integrating the required reporting
pursuant to “Article 173” for the funds concerned
(assets under management in excess of 500 million euros)
Publication in 2019 of an Education Guide on Sustainable Finance
The themes considered most important by our customers are the environment,
climate change and preservation of biodiversity, in combination with employment, gender equality and respect for human rights.
To meet these expectations, we have contributed to the publication of a guide on
sustainable finance. The aim of this guide is to provide a better understanding of
the challenges and to explain the specific vocabulary and particularities of this
domain.
This practical guide also supports our distribution networks in marketing our
range of responsible investment funds by providing an essential technical aid in
advising and selling sustainable investment solutions.
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Focus on corporate social/societal responsibility
(CSR)
Corporate Social Responsibility consists in integrating the social and environmental stakes into the activities of the company and into its relationships with
its stakeholders.
By conviction and commitment, Groupama AM adheres to a Corporate Social
Responsibility (CSR) policy that aims to transpose the concept of Sustainable
Development to the company.
The CSR strategy implemented by Groupama AM is part of the overall strategy
of the Groupama Group and is planned to be deployed over three years from 2019
to 2021.
Its distinctive advantage is that it was constructed with the participation of all
our employees, by means of an internal survey conducted simultaneously in all
the entities of the Groupama Group.
It is deployed in 4 domains:
social (in our capacity as employer),
economic (with regard to our clients),
environmental,
societal (with regard to civil society).
In terms of social commitment, Groupama AM, in its capacity as employer,
promotes the development of its employees’ competencies via training and
internal mobility. The asset management company, in alignment with the strategy of the Group, is also particularly attached to promoting gender parity and is
actively engaged in the fight against discrimination by advocating a recruitment
policy that promotes diversity.
In the field of economic commitment, in the context of its asset management
activities, Groupama AM undertakes to comply with the rules of good governance and business law and to combat abusive practices, money laundering and
the financing of terrorism. The asset management company also undertakes to
prevent insider trading and corruption. Groupama AM undertakes to adopt a
transparent pricing policy, to produce and communicate clear reports that are
adapted to the specific characteristics of its customers, on the basis of market
standards and accepted practices.
Groupama AM undertakes to provide its customers (institutional or private) with
a full range of responsible investment aids (SRI label funds, thematic funds,
impact funds etc.).
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In terms of environmental commitment, Groupama AM is taking a number of
internal actions to limit the environmental impact of its activities (energy, paper,
water etc.).
In particular, it is orienting its environmental strategy towards initiatives such as:
limiting the production of waste, and maximizing the re-use and recycling of currently unavoidable waste;
generalizing the company’s proactive contribution to waste sorting,
which aims to raise awareness and the sense of personal responsibility of
employees;
prioritizing the procurement of supplies that are certified in conformity
with sustainable development standards;
raising the awareness of the company’s suppliers and service providers
to the importance of sustainable development as part of CSR policy;
monitoring a formalized policy via the best-practice guide to business
travel, which ranks the possible means of transport according to
distance and the available choice, giving priority to public transport;
encouragement of “soft” transport in the application of its mobility plan,
by granting a specific allowance for the purchase of an electric 2-wheel
vehicle.

In terms of societal commitment, Groupama AM contributes to supporting
causes in the public interest through its sponsorship and charity funding actions.
This financial aid is constantly expanding and is mainly focused on aid for
Childhood, in particular by providing support to institutions that provide care and
education for disadvantaged/sick and/or disabled children: these organizations
receive not only financial donations but also gifts in kind for improving the
conditions for reception and care of the children.
Aid to Medical research is an additional complementary commitment of the
company and is reflected by its support for the Groupama Foundation for rare
diseases.

40

As an example of the sponsorship actions, which include aid to childhood and
education, since 2018, Groupama AM has been supporting the “Demos” project
(“Demos stands in French for “Programme of Musical and Orchestral Education
for Socially Disadvantaged children”); this is a “cultural democratization” project,
established by the Paris Philharmonic Orchestra and is aimed at children from
socially disadvantaged neighbourhoods or from rural areas with inadequate
cultural facilities.
This commitment of the company to civil society aims to support the personal
commitment of the employees in their own charitable initiatives or to federate
these initiatives in support of the sponsorship and charitable actions established
by the CSR department of Groupama AM.
As an example of this commitment, we can cite the constantly increasing implication of the employees of Groupama AM and of the Paris-based entities of the
Groupama Group in the charity football tournament created by Groupama AM
in 2017 ; this tournament provides an opportunity to federate our various associations in a single event that raises more than € 20,000 of donations for them
every year.
With regard to the individual charitable projects encouraged and supported by
the company in 2019, we can note the financial participation in the creation of a
charity run in Seine-Saint-Denis, the financial aid provided to an orphanage in
Vietnam and aid for the purchase of school supplies for schools in the Central
African Republic.

Establishment of a new structural sponsorship partnership in 2019
In 2019, in the aim of increasing its impact in the domain of aid to Childhood,
which is the main pillar of the company’s sponsorship activity, Groupama AM
signed a partnership with Fondation AlphaOmega, a leading foundation for aid
to education for disadvantaged populations.
This Foundation supports various associations that play a key role in the education field and are positioned in the supplementary education segments, such as
truancy prevention, homework assistance via student mentoring, initiation to
entrepreneurship etc.
One specific aspect of the partnership consists in channelling the sums obtained
from the donations of Groupama AM towards reinforcing the structures of these
associations in order to ensure their long-term survival.
In practice, for the year 2019, Fondation AlphaOmega selected 3 projects implemented in 3 associations and presented them to Groupama AM, which validated
these choices.
The financial support of the Groupama Group is substantial and is tailored for the
long-term, with aid of 750,000 euros per year planned over a period of 3.5 years.
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NOTICE
This document is for information purposes only. Groupama
Asset Management and its subsidiaries are not liable for any
modification, distortion or forgery of this document. Any
unauthorized modification, use or distribution of all or part of
this document, by whatsoever means, is prohibited. Past
performance is not a reliable indicator of future performance
Before investing, each investor must read the prospectus or the
key investor information document (KIID) of the UCITS. These
documents and other periodical documents can be obtained
free of charge on request from Groupama AM or on our website
www.groupama-am.fr The information contained in this
publication is based on sources that we consider to be reliable,
but we do not guarantee its accuracy completeness, validity or
relevance. This non-contractual document does not, under any
circumstances, constitute a recommendation, request for
offers, an offer to buy or sell or an arbitrage offer, and may in
no case be interpreted as such The commercial teams of
Groupama Asset Management and its subsidiaries are at your
service if you wish a personal financial recommendation
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